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                                                      PREAMBLE

This Concept Paper is in reality “a comprehensive road map” towards the realization of Kenya Vision 2030 by the Ministry of Trade in implementing the first two flagship projects under the Medium Term Development Plan period (2008-2012). This Concept Paper on Wholesale Hubs is just but the beginning of that journey. 

The main objective of this Concept Paper is to guide the establishment of Wholesale Hubs in Kenya with the following specific objectives:

i. Carry out a situational analysis on existing Wholesale Hubs within the     country.

ii. Determine appropriate sites & spaces required.

iii. Propose waste and refuse management systems

iv. Advise simple value addition processes

v. Propose an appropriate exit strategy

vi. Advise on Public Private Partnerships (PPPs) and their legal implication.

 This Concept Paper has been designed to provide a ready-to-use technical design for a Wholesale hub of any size provided the actual site planning and turnover parameters for each of the location are determined and in-put in the Concept. The Concept provides for all modern facilities and services that come with a modern Wholesale hub including: Electronic auto facility, Storage and Cold Storage facility, Temperature controlled warehouse/s, Sorting, grading, washing and packing lines, Labeling of products, Price display/bulletin service, Quality testing facility, Material handling equipment, Movement and parking/loading facility for vehicles. Transport services (including cool chain), Banking services including settlement of transactions, Hotel/catering facilities, Waste and refuse treatment and disposal, Bulk Weighing Equipment Drinking Water, toilets and Information desks, Emergency services, policing/general security and Fire fighting services, Bulk building and breaking facility and all other facilities deemed appropriate for a modern wholesale facility.
This Concept Paper was prepared using a systematic methodology based on the sequence of steps normally adopted in the development process recommended by FAO. The Concept Paper should be of practical value, both to senior professionals and to technicians undertaking construction and establishment of Wholesale Hubs. It provides an elaborate description of institutional framework, management structures and processes, financial management systems, policies and procedures on operations and regulations that will govern the running of a Wholesale hub.
The Concept Paper invites all stakeholders to think critically and constructively over the matters raised herein with the aim of adding value to Kenya’s first creation and establishment Wholesale Hubs.

.
                                             EXECUTIVE SUMMARY

According to Vision 2030, wholesale trade will be one of the key sectors in the economic development of Kenya. This is because the sector is the link between production and consumption, both of which are expected to expand substantially as the economy heads to a 10 per cent growth rate. 
The informal and formal trade has been among the most rapidly-expanding sectors of the economy in Kenya which accounts for approximately 10 per cent of GDP and 10 per cent of formal employment. 

Kenya’s challenge is to mainstream the informal sector into the formal sector by providing it with the support it currently lacks secure business location, credit, training, and access to markets which will bring it closer to the formal sector and ultimately into regional and global markets. However, the wholesale trade sector in Kenya as a whole is characterized by inefficiencies along the supply chain from producer to consumer, and from the importer to the final buyer. With improved efficiency and rising productivity, wholesale trade has great potential to benefit both producers and consumers and to improve the distribution of local and imported goods. Provided it is streamlined, wholesale trade has the potential to lower the cost to consumers and to intermediate producers. For all these reasons therefore, the Government has embarked on an initiative with the goal to design and a construct modern and efficient Wholesale Hubs in various parts of the Country starting with a pilot wholesale  hub at Maragua. These facilities are expected to be duplicated and greatly contribute to expansion of trade by streamlining the supply chain and by improving the quality of goods coming into the Kenyan market. This could also provide incentives for entrepreneurs to invest in storage facilities and processing, especially for perishable farm products, thereby eliminating price fluctuations resulting from surpluses or shortages of farm goods due to seasonal factors. This will also provide a solution to the problem facing many small-scale farmers, who take their goods to the market in periods of excess production but are unable to dispose of them, thereby incurring heavy losses. For consumers, organized Wholesale Hubs will provide substantial benefits, which include better quality products and stable prices. Organized wholesale Hubs will also make it possible for producers in one locality to establish market linkages outside their local areas.

Vision 2030 Blue Print further finds that the wholesale sector in Kenya is predominantly informal. It is characterized by many informal players, a large number of medium-scale wholesalers, and a few large supermarket chains located mainly in urban areas. The informal wholesale sub-sector is dominated by trade of agricultural perishable goods, which are primarily produced by smallholders throughout the country. By and large, the wholesalers and informal operators do not pay income taxes, other than the unavoidable local authority license fees, mainly because they do not meet the threshold income level required for payment of income tax. Such tax is also difficult to collect from widely dispersed informal wholesalers.

The Model for Modern Wholesale Hubs proposed in this Concept Paper takes into account and addresses a number of challenges within the marketing chains in Kenya and contains design solutions to ensure the competitiveness of Kenya’s wholesale sector and ultimately achievement of the specific goals for this sector under Vision 2030. The Concept Paper addresses the current fragmentation from producers to distributor and consumer outlets. The Concept Paper allocates the Government a big role to enhance the forward and backward linkages in the sector to reduce wastage, particularly of agricultural perishable goods between the farm gate and the consumer. In addition, measures will be implemented to enhance the predictability of output and demand and therefore regulate supply in order to reduce price fluctuations.

The Concept Paper is premised on a Public-Private-Partnership (PPP) arrangement in which Government will identify and team up with private sector investors and other stakeholders to develop the Facilities that address the problem of inadequate infrastructure by undertaking development of Wholesale Hubs which will introduce modern and efficient institutional marketing arrangements create ,facilities at new sites and efficient support services. Continual technical assistance will be sought from the Food and Agriculture Organization of the United Nations (FAO) which has over a number of years been involved with providing technical assistance to governments to develop improved marketing organizations. FAO will be invariable at the design, implementation and management stage of the development of the Facilities including during the preparation for its operating Manual. The team of consultants-agricultural economists, planners, Project management, management and financial management experts, construction oriented professionals, such as architects and engineers- that have helped put together this Concept Paper will be continuously consulted to ensure the Facilities meet the highest expectations and internationally recognized operating standards.
1.0 INTRODUCTION
Under Vision 2030, Wholesale trade will be one of the key sectors in the economic development of Kenya. This is because the sector is the link between production and consumption, both of which are expected to expand substantially as the economy heads to a 10 per cent growth rate. Vision 2030 Blue Print further points out that the informal and formal trade in Kenya accounts for approximately 10 per cent of GDP and 10 per cent of formal employment. It has been among the most rapidly-expanding sectors of the economy since the introduction of trade liberalization in the 1990s and after. Most of the employment in trade is found in the informal sector. However, formal wholesale trade tends to be more efficient and to provide more permanent high quality jobs, which is what most Kenyan job seekers require. Development of wholesale hubs is one of the key mandates of the Ministry of Trade and under Vision 2030 in which the Ministry is charged with the construction of 10 ultra-modern model Wholesale Hubs which are meant to be replicated country wide. 
Kenya’s challenge in future therefore is to mainstream the informal sector into the formal sector by providing it with the support it currently lacks: secure business location, credit, training, and access to markets. The Wholesale trade sector in Kenya as a whole is characterized by inefficiencies along the supply chain from producer to consumer, and from the importer to the final buyer. With improved efficiency and rising productivity, wholesale trade has great potential to benefit both producers and consumers and to improve the distribution of local and imported goods. Provided it is streamlined, wholesale  trade has the potential to lower the cost to consumers and to intermediate producers. For all these reasons, the Government will pay special attention to the development of more efficient wholesale trade by streamlining the supply chain and by improving the quality of goods coming into the Kenyan market. This could also provide incentives for entrepreneurs to invest in storage facilities and processing, especially for perishable farm products, thereby eliminating price fluctuations resulting from surpluses or shortages of farm goods due to seasonal factors in the Proposed Wholesale Hubs. This will also provide a solution to the problem facing many small-scale farmers, who take their goods to the market in periods of excess production but are unable to dispose of them, thereby incurring heavy losses. For consumers, organized markets will provide substantial benefits, which include better quality products and stable prices. Organized wholesale trade will also make it possible for producers in one locality to establish market linkages outside their local areas.

2.0 CONTEXTUAL SETTING
Kenya’s 2030 vision for the wholesale sector is to “move towards a formal sector that is efficient, multi-tiered, diversified in product range, and innovative”. This vision will be realized by: 

a. Strengthening the capacity of informal wholesale sector operators (including jua kali operators) so that they can gradually become integrated into the formal sector and can grow into sustainable small- and medium-sized size businesses. This will be done through security of tenure, training, research and development programmes, credit extensions and linkages with local and international markets;

b. Strengthening wholesale activities through an improved business environment, provision of quality infrastructure, and certification of products; and

c. Establishing a duty-free zone to create a business hub for the Eastern Africa region and to take advantage of Kenya’s geographical position; “to bring Dubai to Kenya”.

To achieve the above goals, the establishment and creation of Wholesale Hubs  as one of the flagship projects have been identified under the subsector in the Medium Term Development Plan period (2008-2012) where the creation of at least 10 Wholesale Hubs and 1,000-1,500 Produce Business Groups (starting with a pilot in Maragua, Central province).  This is necessary in order to address the problems of fragmentation and informality that currently exist in the sector, the Government will encourage linkages between the formal market operators e.g. supermarkets and formal associations of primary producers. These producer groups will be organised to comprise individual producers in a given locality, with their membership being based solely on the capability to deliver the agreed products to buyers. While these groups could be based on the existing producer cooperatives, it may be necessary to form groups that bring farmers who are not necessarily involved in the production of cash crops that form the basis of the existing cooperatives. This integration is necessary to avoid the problem of exclusion that currently exists with cash crop cooperative societies.

The Ministry of Trade has signed a performance contract with the government of Kenya in which it has committed itself to improve on service delivery to both the internal (or employees) and external clients by implementing the first two flagship projects under the Medium Term Development Plan period (2008-2012) and the formulation of this Concept Paper on Wholesale Hubs is just but the beginning of that journey.

 3.0 PROBLEM STATEMENT

 The country lacks specialized and efficient Wholesale Hubs, even though their function is a critical factor in the effectiveness of any food marketing system. In general food markets in the country are characterized by inadequate marketing infrastructure leading to congestion and the overflow of traders onto streets and pavements, inefficient storage, handling and packaging of produce resulting in excessive waste (through spoilage), poor produce quality and rather high distribution costs. The underdevelopment of the wholesale sector is in part a consequence of these problems and also accentuates inefficiency in food marketing. The benefits of efficient wholesale hubs include enhancing transparent prices, facilitating transactions in the marketing chain, reducing marketing costs through economies of scale by lowering per unit transport and handling costs. The volume of produce handled by each trader tends to increase, thus reducing the number of times operators in the marketing chain have to restock in a given period. Wholesale hubs also promote sorting and grading as well as standard weights and measures, thus facilitating trading by description which minimizes transaction costs. By encouraging efficient off-farm storage, wholesale hubs contribute significantly to reduction in post-harvest losses. 
This Concept paper is concerned with issues pertaining to determination of the optimum size and location for wholesale hubs, taking into accounts overall development plans for cities as well as the expected flow of produce to and from the market. This will, for instance, ensure that the location of wholesale hubs minimizes access difficulties for both suppliers and Wholesale traders. Such concept can also feed into the planning process for towns and cities in the country and ensure the availability of required wholesale hubs with facilities including adequate parking space, handling, storage, communication and banking facilities. In promoting trade by establishing modern wholesale hubs  in the country, the focus should  not only be on the technical design of physical infrastructure but also on the specific conditions required in order to distribute particular produce as well as on the location of the wholesale hubs. Also critical are the skills and knowledge of market operators, particularly women food traders, and the effectiveness of organizational arrangements pertaining to the management of the wholesale hubs.
Most of the employment in trade is found in the informal sector. However, formal wholesale and wholesale trade tends to be more efficient and to provide more permanent high quality jobs, which is what most Kenyan job seekers require.  The wholesale trade sector in Kenya as a whole is characterized by inefficiencies along the supply chain from producer to consumer, and from the importer to the final buyer. With improved efficiency and rising productivity, Wholesale trade has great potential to benefit both producers and consumers and to improve the distribution of local and imported goods. 

For all these reasons, the Government will pay special attention to the development of more efficient wholesale hubs and Wholesale trade by streamlining the supply chain and by improving the quality of goods coming into the Kenyan market. This could also provide incentives for entrepreneurs to invest in storage facilities and processing, especially for perishable farm products, thereby eliminating price fluctuations resulting from surpluses or shortages of farm goods due to seasonal factors. This will also provide a solution to the problem facing many small-scale farmers, who take their goods to the market in periods of excess production but are unable to dispose of them, thereby incurring heavy losses. For consumers, organized markets will provide substantial benefits, which include better quality products and stable prices. Organized wholesale hubs will also make it possible for producers in one locality to establish market linkages outside their local areas.
4.0 DEFINITION

4.1 Wholesale trade
Buying of goods in large quantities from producers and selling the same in small quantities to retailers is termed as wholesale trade. Wholesalers generally take title to the goods that they sell; in other words, they buy and sell goods on their own account. Wholesale distribution can be defined as the activity that bridges collection from producers and retailers to end users or consumers. Although the wholesale sector is critical to efficiency in food marketing, most Kenyan towns do not have wholesale hubs. It is often difficult to distinguish between wholesale trade and its operations. Some activities that are considered wholesale are in fact sub-wholesale, for example, when large-scale wholesalers supply relatively small-scale wholesalers who are unable to purchase bulk quantities or to directly import. Small quantities are often sold to micro-retailers who resell to consumers. 

The primary functions performed by the Wholesale Hubs are as follows:

i. 
Varieties of goods from different producers are assembled here for sale. In case of agricultural goods, they are collected in small quantities of goods from numerous small-scale producers and stored in a go down.
ii. 
The goods are assembled in proper warehouse till they are sold. Warehousing or storing of goods fills up the time gap between the production and consumption.

iii. The assembled goods are distributed to the retailer or to the consumer directly. Thus the Wholesale Hub helps in the dispersion process of marketing.

iv. The wholesaler helps in the transportation of goods from the place of production to his go down and to the retailer.

v. Wholesalers provide financial assistance to the retailers by supplying products on credit.

vi. Proper grading of goods as per quality, size and color is conducted in the Wholesale Hub.

vii. Wholesalers involve all the risks associated with the ownership as they make bulk purchases and make arrangement for assembling and warehousing.
4.2 Types of Wholesale Hubs
This Concept Paper is, however, primarily concerned with the physical location and functioning of wholesale hubs. The kinds of wholesale hubs considered can be broadly classified into two types: Secondary and Terminal Wholesale hubs. These wholesale hubs are exclusively, or at least predominantly, involved with wholesale produce and transactions for the sale of incoming produce are generally between farmers or traders and wholesalers.
4.2.1. Secondary wholesale hubs. 

These wholesale hubs are located in district or regional cities and take the bulk of their produce from rural assembly markets located in production areas, where the transactions are small scale and usually take place between farmers and traders. The distinction between rural assembly markets and secondary wholesale hubs is often not clear. The difference is that secondary wholesale hubs are in permanent operation (rather than being seasonal in nature or dealing in specialized produce), larger volumes of produce are traded than at the rural assembly markets and specialized functions may be present, such as commission agents and brokers.

4.2.2 Terminal Wholesale Hubs. 

These wholesale hubs are located in major metropolitan areas, where produce is finally channeled to consumers through trade between wholesalers and retailers. Produce may also be assembled for export. The merchants tend to be well organized and a commodity exchange may exist for forward trading. A variant on terminal markets are markets located at major ports (or a border railroad or sometimes an airport) dealing exclusively with import and export of produce 
5.0 JUSTIFICATION OF THE ESTABLISHMENT OF WHOLESALE HUBS

According to Vision 2030 Blue Print, the wholesale trade sector in Kenya is predominantly informal. It is characterized by many informal players, a large number of medium-scale wholesalers, and a few large supermarket chains located mainly in urban areas. The informal wholesale sub-sector is dominated by trade of agricultural perishable goods, which are primarily produced by smallholders throughout the country. By and large, the wholesalers and informal operators do not pay income taxes, other than the unavoidable local authority license fees, mainly because they do not meet the threshold income level required for payment of income tax. Such tax is also difficult to collect from widely dispersed informal traders.

The high level of informality in Kenya’s wholesale sector has the potential to result in several kinds of market distortions, particularly those relating to taxation, labor employment and produce marketing. Informality also leads to lower tax revenues to Government from a sector that uses public services and facilities. Moreover, although the informal sector is the source of livelihood for many people who cannot access the formal employment market, the sector, when unregulated, comes with other social and environmental costs, such as environmental degradation, non-enforcement of health standards and infringement of copyright laws (e.g. in music and film industries). All these costs are bound to have a negative impact on Kenya’s international competitiveness, which is a major goal of Vision 2030.
6.0 THE ROLE OF WHOLESALE HUBS IN PROMOTING AND FACILITATING TRADE IN KENYA
The involvement of wholesale hubs in food distribution would potentially not only lead to significant cost reduction but also contribute to development. The greater the extent to which farmers aims at producing surplus, the more crucial the role wholesale hubs play in vertical coordination of food marketing. In promoting the commercialization of agricultural production, economic development also tends to encourage farmers (especially large-scale farmers) to enter into contractual relations with traders, thereby being increasingly integrated into the marketing chain. This process begins with farmers adapting produce and sometimes husbandry practices to specifications of customers (supermarket chains) and develops into long-term direct contractual links which bypass wholesale hubs. Producer prices are usually agreed or contracted in advance (either fixed or determined on the basis of an agreed formula). In such circumstances, even though the market may account for only a fraction of the total volume of trade of a given product, wholesale hub prices usually constitute the reference prices.
As the gains from economies of scale and higher turnover become more visible to operators, it will become unthinkable for buyers and sellers to do their business outside the wholesale hub. Wholesale hubs offer transporter-traders and Wholesale traders the following advantages:

· reduced operating costs, savings in time, lower produce losses, fewer controls and illicit taxes;

· access to a stable market with many customers and a fair, impersonal (equilibrium) market price which will constitute the reference price for cassava);

· improved standards of hygiene at the market and the availability of ancillary services (banking, repairs, fuel, etc.);

· increased use of standard weights and measures;

· greater price transparency and better vertical coordination of the marketing system; and reduced marketing risks

Wholesale hubs are essential to the economy. They simplify flows of products, payments, and information by acting as intermediaries between the manufacturer and the final customer. They may store goods that neither manufacturers nor retailers can store until consumers require them. In so doing, they fill several roles in the economy. They provide businesses, institutions, and governments a convenient nearby source of goods made by many different manufacturers, which allows them to devote minimal time and resources to transactions. For manufacturers, wholesalers provide a national network of a manageable number of distributors of their goods that allow their products to reach a large number of users. In addition, wholesalers help manufacturers by taking on some marketing, new customer sales contact, order processing, customer service, and technical support work those manufacturers otherwise would have to perform.

Besides selling and moving goods to their customers, some wholesalers may provide other services. These extra service options include the financing of purchases, customer service and technical support, product marketing services such as advertising and promotion, technical or logistical advice, and installation and repair services. After customers buy equipment, such as cash registers, copiers, computer workstations, or various types of industrial machinery, they may need assistance integrating the products into the customer's workplace. Wholesale trade firms often employ workers to visit customers, install or repair equipment, train users, troubleshoot problems, or provide expertise on how to use the equipment most efficiently.

Many occupations are involved in wholesale trade, but not all are represented in every type of wholesale trade firm. Merchant wholesalers are by far the largest segment of the industry. The activities of these wholesale trade firms commonly centre on storing, selling, and transporting goods. As a result, the three largest occupational groups in the industry are office and administrative support workers, many of whom work in inventory management; sales and related workers; and workers in transportation and material moving occupations, most of whom are truck drivers and material movers.  

Many wholesalers do not just sell goods to other businesses; they may also install and service these goods. Some installation, maintenance, and repair workers set up, service, and repair these goods. Others maintain vehicles and other equipment. 

Employment in wholesale trade will increase slowly as consolidation into fewer and larger firms occur, eliminating the jobs of redundant workers, while new technology allows operations to become more efficient. Employment will decline in some occupations but new jobs will be created in others.

Wholesale hubs play a major role in increasing price transparency. Wholesale hubs create conditions for transparent price discovery at low costs. Wholesale hubs enhance access for various actors to market information. Where there are no wholesale hubs, multiple equilibrium prices exist for a single commodity. In such a case, price transparency is undermined and transaction costs increase. The market participants have to incur a huge cost to obtain market information. Wholesale hubs play a crucial role in facilitating price formation. Wholesale hubs centralize transactions at a single location; reduce the transaction periods, separate wholesale and Wholesales function in the distribution systems and thereby promote greater transparency. Wholesale hubs allow a clearer interplay of supply and demand and therefore result in better price formation.

Wholesale hubs result in better vertical coordination of the marketing system and greater price transparency. There occurs the centralization of transactions in modern wholesale hubs. It causes accurate market information to be collected, processed and widely disseminated. This improves the quality of enterprise investment decisions and promotes efficient resource allocation in the economy. Wholesale hubs result in the formation of an equilibrium price for the produce.

Consolidation of wholesale trade firms into fewer and larger wholesale hubs will contribute to employment growth in the future. There is strong competition among wholesale distribution companies, manufacturers' representative companies, and logistics companies for business from manufacturers. Cost pressures are likely to continue to force wholesale distributors to merge with other firms or to acquire smaller firms. 

7.0 SITUATIONAL ANALYSIS OF WHOLESALE HUBS IN KENYA: The Case of Wakulima Market.
The market was opened on January 1967 as a Wholesale hub for fruits and vegetables. It is operated by Nairobi City Council, which collect cess on produce as well as charges on vehicles. The council is responsible for the maintenance, supervision and cleanliness of the market area. Wakulima Market is situated in the city centre, off Haile Selassie Avenue and near the railway marshalling yard. The upcountry bus terminal is less than one kilometer away from the market. During the day time, buses unload the produce at the bus terminal from where it is transported by handcarts to the market. At night the produce may be unloaded within a few meters from the market entrance.

The market covers an area of about 0.9 ha, with four buildings (designated as A,B,C,D) and an open enclosure (designated as E). Building A adjoins the main offices of the market and is separated from the record office at the entrance gate by a railway lane. Building B adjoins building A and the two are separated by an aisle way. Building C, is the main building situated at the centre of the market. Building D is situated to the western end of the market. Between this building and the fortification of the market is found an enclosed area E. In each of these buildings are to be found aisle way originally intended to be used by produce shoppers.  Building A,B,C and D have a total roofed area of 24,100 sq ft. (10 p.9) . Between buildings A,B,C, and D is a continuous pavement with parking busy alongside it, enough for a maximum of 70 vehicles. The market has three gates, two of which are used by vehicles and the third on e is used by train wagons. The items traded outside building A are retailed. This is one of the areas in the market where overcrowding is particularly serious. Similarly, the commodities being traded outside building D and area E are on retails.

7.1 The Problems at Wakulima Market 

Since the opening of the market, there has been increasing complaints concerning inefficiency, poor organization and congestion in this market.
1 
Congestion

Congestion involves both the market participants and vehicles such as lorries, vans, handcarts. The market is open for trading between 4.am and 10 am with the exception of Sundays and public holidays when it opens at 6 am and closes at 10 am. Produce is unloaded during the trading hours and thereafter until 5.30 pm. On an average between 40 and 60 lorries or pickups with a similar number of handcarts serve this market every day.

As was stated earlier, the parking bays are now being used as sales yard for some commodities. Thus, owing to the shortage of parking space, vehicles are forced to unload on pavements. The unloading time vary according to how much produce the vehicle was carrying and also according to how many casual laborers the supplier contracts to facilitate the process. Most suppliers only unload when they have obtained customers for their produce and when the deal of transaction has been reached. The vehicle is question has to stand in the middle of the pavement for as long as there are no customers forthcoming. It obstructs the other incoming vehicles and hinders the smooth traffic flows within the market. It forces the vehicles going out of the market to take exit via the entrance ate instead of going via the exit gate. 

 
Sanitation and hygiene

The scattering of produce trimmings, spoiled produce and trash is a common sight in this market. The dust bins are few and are cited to the eastern side, at far end of each building. During the market hours traders have little time to carry the trash and the trimmings all that far. This is therefore scattered all over the ground. It makes the market environment very untidy and slippery. There is one small toilet too, to be used by an estimated 2000 market participants per day. 

 
Storage and Conditioning Facilities 

After 10 am the unsold produce is stacked and left in the market. There  is lack of cold storage and conditioning rooms. The highly perishable commodities such as mulberry, strawberry need such facilities.
Lack of standard wholesale units, lack of storage and conditioning facilities, prevalence of quality deception and such related unethical practices, do not create a good climate for a wholesale hub. 
8.0 SITUATIONAL ANALYSIS- INTERNATIONAL PERSPECTIVE: The Rungis Wholesale Hub in France :
 (i)
Product quality and food safety 

 Rungis stocks the best products on the market by constantly upgrading the premises and buildings to meet the latest standards in order to optimize the conditions under which food products are sold and stored. It also means assisting wholesalers and producers seeking product quality and traceability. 

(ii)
Diversity

This wholesale Hub has diversity of products: the widest choice, which constitutes the attraction and competitiveness of wholesale hub operators.  This  also means  that Rungis expands the range of its activities, by grouping all the food sector professions and services. There is also diversity in the set-up solutions, by offering operators the option to rent or buy their facilities.

(iii)
Proximity

Local consumption of local products is a key idea of wholesale hubs. The massive presence of local producers on most markets is the most visible indication of this.

(iv)
Competition

Because wholesale hubs oblige operators to group together in one location, there is a spirit of open competition that benefits independent retailers and ultimately consumers.

(v)
The environment

Environmental respect is a routine concern of wholesale hubs. Rungis is  primarily involved in organizing the collection, sorting and recycling of waste, setting up real environmental management, such as finding energy savings, insulating buildings, solar energy production, etc. 

(vi )    Health & Safety

Through the health and safety certificate issued by the authorities, Rungis makes a specific commitment on the following points: 

· To have well-maintained, clean premises: premises complying with standards, a cleaning plan, to purchase performing cleaning equipment. For cutting premises: cleaning, disinfection with efficiency test by surface sample analyses 

· Respecting chilled-chain: temperature reader for every refrigerated room, temperature control procedure upon taking delivery and management of non conformities, staff awareness through appropriate training, thermal insulation, improved cold output, refrigerated inbound/outbound platforms for animal products. 

· Product traceability: manual or computer records of the manufacturer’s batch number or use-by-date, allocation of batch number for inventory management 
· Quality officers to prevent any problems.
(vii)    Food safety  

The Rungis houses the department of veterinary services as well as a customs and office, which controls and simplifies import and export operations. In addition, the regional plant protection service and the departmental competition, consumption and fraud office regularly intervene at the hub.
9.0. LEGAL FRAMEWORK FOR PRIVATE PUBLIC PARTNERSHIPS
Policies that will guide and enable the private sector participate in managing or setting up public enterprises effectively and efficiently has been drafted by the government of Kenya. A Bill to enforce the policy prescriptions has also been gazette known as the Private public Partnerships Bill, 2011, it is meant to attract private sector to participate in financing, building, equipping, and operating infrastructural facilities and projects for a minimum of 24 years to enable the investor coup his investment funds. 
9.1 Establishment of Public-Private-Partnership for Joint financing 

The Public-Private-Partnership (PPP) arrangement that brings together Government and Private Sector players to pool resources in order to provide the necessary infrastructure such as land, buildings, roads, electricity and appropriate policies and regulations etc (Government), funds and technical process and managerial expertise (Private sector players) has been proposed in line with the Governments current policy. In this joint-financing approach, the Government through the proposed Wholesale Hubs Authority will provide the requisite finances for the main infrastructure and  radars', wholesalers' or growers' associations’ will be responsible for the erection and maintenance of the buildings. The contracted wholesalers will be charged fees that will cover operating expenses and a margin to compensate the contributors of capital for the construction of the Wholesale Facility. This way, the Facility will be self-sustaining and at the same time enable all players to participate in the share of value addition arising from the Project.
Policies that will guide and enable the private sector participate in managing or setting up public enterprises effectively and efficiently has been drafted by the government of Kenya. A Bill to enforce the policy prescriptions has also been gazetted. Known as the Private Public Partnerships Bill, 2011, it is meant to attract private sector to participate in financing, building, equipping, and operating infrastructural facilities and projects for a minimum of 24 years to enable the investor recoup his investment funds. Earlier in 2009, the Government gazetted the Public Procurement and Disposal (Private Public Partnerships) Regulations, 2011 as legal notice No 38 of 2009, which were anchored in the Public Procurement and Disposal Act, 2005 and Public Procurement and Disposal regulations 2006. 

9. 2 Conceptual Framework for Managing a Wholesale Hub in PPP Situation
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The institutional and management structure proposed for this Facility borrows from positive lessons from similar facilities in other countries that include France, China, Russia and Brazil and in accordance with internationally recognized standards contained in the FAO’s Planning and Design Manual (1991) for Wholesale hubs. 

The institutional and management structure recommended for the Wholesale facility has the following components:

· Establishment of A Wholesale Hubs Development Board (WHDB)

· Formation of Public-Private Partnership (PPP) to establish the Wholesale Hubs as a joint venture between Government and private sector and other stakeholders

· Wholesale Hub Management Boards (WHMB)

10. THE INSTITUTIONAL FRAMEWORK

10.1 The Recommended format of the Institutional Framework for Wholesale Hubs in Kenya

The institutional framework proposed for each of the Wholesale hubs takes into account the need to establish a legal entity and arrangement that balances the role and responsibilities of the various stakeholders in the PPP arrangement such as the private sector investors, traders and other entrepreneurs, whose support will be essential if the market is to be commercially viable, with that of government agencies who may need to intervene in the marketing process, often by providing needed services. 
Establishing effective PPPs is a technical and socio-political process that will need to consultative and inclusive. The 2010 constitution calls for greater citizen participation in the country’s public affairs. PPPs are dynamic processes that should undergo four distinct stages in their preparation. These stages are (i) initiation stage (exploration phase), (ii) planning phase, (iii) selection stage (private sector partners are identified and selected), and (iv) implementation stage (execution stage).
i. Initiation Stage: Regardless of the purpose, forming a Public Private Partnership involves considerable investments (time, finance, effort, etc) by both parties. The main incentive for the wholesale sector to engage in a PPP is the pre-financing and possible lower costs of intended projects. The main concern at the initiation stage is to explore as many possibilities as possible of setting up a PPP that can achieve priority wholesale sector goals. The main conclusion from this stage is to decide whether or not to trigger the need to initiate the PPP process.

ii. Planning Stage: The planning stage involves determining the needs and aims of the wholesale hub, its technical profile, stakeholder analysis, operations, service delivery targets, and future income and costs of the PPP project. 
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iii. Selection Stage: This stage is characterized by entry of private sector players. As a general principle, the public sector should make the procurement procedure public, which includes stating the selection procedure publicly so it is open to every private party that wants to participate in the partnership. Depending on the procedure, there is more room for real negotiations and commitments between all public parties. Rules and guidelines shall include procedures to follow in preparing and organizing bids, negotiations with bidders and the approval procedures.

It is important to promote public debate and public sensitization, establish of institutional mechanisms, identify the planning teams, technical and support staff, and assemble of resources, including funds and other materials. The approval of PPP projects shall be done in accordance with the proposed PPP bill.

iv. Implementation Stage: This is the execution phase which involves the actual practice and management of the selected public-private partnership in conjunction with the actual realization of the project. The execution or implementation phase can be divided into two sub-stages. The first sub-phase is sometimes referred to as the realization stage (e.g., building of the infrastructure) while the second sub-phase is the operation stage (e.g., maintenance/management of the infrastructure).
10.2 Formation of a Wholesale Hubs Development Authority 

It is proposed that the Ministry of Trade should draft a Bill for enactment of an Act of Parliament for the formation of a Wholesale Hubs Development Authority (WHDA). The Authority should be charged with the mandate to promote development of Modern Wholesale hubs in the Country. And in particular the Authority should initiate and assist in planning wholesale hub projects, as well as financing major site infrastructure components in addition to providing joint venture funds. In addition the Authority will create awareness and identify possible private partners and other stakeholders that can be participate in the development of the wholesale hub facilities. The Authority will further facilitate the development of appropriate institutional arrangements, regulations and operational procedures necessary for the wholesale facilities.

The Authority will be run by a Board of Directors appointed in accordance with the relevant provisions of the enabling legislation. The establishment of an Authority will help cut down on formal Government bureaucracy and will offer the much needed flexibility that will ensure quick management decision making during the establishment of the facilities. The principal advantage of this form of institution is that the authority has to be self-accounting. Staff may, however, need to be appointed in accordance with government rules. This can allow management to remain closely tied to government for an interim development period while, in the light of experience, the final format of the market management system is evolving.

10.3 Formation of Public-Private Partnership for Wholesale Hubs

The Wholesale Hubs Development Authority (WHDA) will identify strategic private partners and other stakeholders to start wholesale facilities at various locations/Counties as joint ventures. The PPP arrangements will be established in accordance with the existing amended provisions in the Public procurement and Disposal Act, 2005 and Regulations, 2006 and also in accordance with the Public-Private Partnership Bill, 2010. 

The main components in the PPP arrangement will be the definition of the board representatives and their powers, the establishment of a self-accounting system for each wholesale facility, the setting of regulations and the prescribing of penalties for non-compliance by any of the Partners. This approach should accommodate in the fairest way, the most appropriate mixture of private and public participation interests, allowing a mixed form of ownership, and equally importantly, a system for joint financing.

10.4 Role of the Ministry Trade 

There is a risk of some operational delays arising from the need that the legal form in which the recommended marketing institution might be created will need to be examined in detail. It is recommended that in the event that the setting up of Wholesale Hub Development Authority and the PPP arrangements take unduly long, that Ministry of Trade takes the initiative to start up the Pilot Wholesale hub on its own with perhaps the support of some key development partners whilst awaiting government approval for the specific enabling legislation, such as the Wholesale Hubs Development Authority (WHDA) Act and the Public-Private Partnership Act. This arrangement will facilitate take-off of the project immediately, but care should be taken that this will not preclude a more satisfactory long-term arrangement. A development board is often the most flexible form of initial institution.
10.5 Establishment and Composition of Wholesale Hub Management Boards

It is recommended that every market should establish a Management Board to act as the overall control and policy body. The membership of the board to will cover the following sectors: fruit and vegetable producers; consumers including women’s' groups; banks and credit organizations; local government; central and regional administrations; traders; cooperatives; and users' organizations, such as retailers and hoteliers. Commercial representation on the board is also recommended to come from the local chamber of commerce and from wholesale traders who are licensed to operate in the Wholesale Hub. These may be elected by a local association of traders, although if this does not already exist it may need to be promoted by the Wholesale Hubs Development Market Authority. Government representatives should be drawn from the local ministry of agriculture, as technical advisers on food and agricultural marketing services, on horticultural matters and on quality control. Other representatives on the Board will also be drawn from the police and public works departments, because of the importance of traffic control and waste disposal. 

10.6 Election of the Chairperson of the Management Board of Wholesale Hub 

The election of the chairperson of the Wholesale hub will be a critical step in a market's establishment. It is recommended that Chairperson should be elected by at least three thirds of all board members and the person should be a prominent and widely experienced citizen, a respected successful business person or retired senior public servant of unquestionable integrity and up-right morals. The General Manager of the Wholesale Hub will act as the secretary to the board and the accountant will also act as the treasurer, but neither will be voting members. They will should attend all board meetings and, using their staff, provide the board with a full range of administrative services.

10.7 Conduct of Board meetings

The Board meetings will ordinarily be convened by the chairperson as and when required, with more in the early years of market establishment than in subsequent years. A schedule of quarterly meetings should be adopted, but if producers' representatives are in dispersed locations this may have to be reduced to two meetings a year. Key appointments, the annual budget and the setting of fees and charges should require full board approval. The board can also, however, be represented on management information committees which would meet as and when required. Board members will be paid attendance fees in accordance with those paid by similar institutions.

10.8 Powers and Responsibilities of the Management Board 

The overall administration of a Wholesale hub would be under the control of the board of director whose general powers should include:

I. Establishing trading systems;

II. Fixing of the times for buying and selling;

III. Establishing storage and protection facilities;

IV. Maintaining a system of weights and measures;

V. Issuing licenses to traders and retailers; 

VI. Recruiting and hiring staff;

VII. Defining staff hours and conditions;

VIII. Drafting traffic and parking regulations;

IX. Defining the conditions of leases and contracts;

X. Fixing rents, transaction and parking fees; and

XI. Imposing penalties, in the form of fines, expulsions and the withdrawal of trading licenses.

XII. Set up organization structure and define and spell out its duties and responsibilities of the various job positions

XIII. The Board shall jointly and severally protect, preserve and actively promote the interest of all stakeholders to ensure each has a fair share from the facility

XIV. The Board will have a duty to ensure they appoint competent and reliable persons to the facility who can add value to the Project

XV. Hold the Market management accountable and responsible for efficient and effective governance of the Facility.

XVI. Exercise leadership, enterprise, integrity, and sound judgment in directing the operations of the Wholesale hub so as to achieve continuing prosperity and to act in the best interest of the Facility while respecting the principles of transparency and accountability.

XVII. Accurately determine the Facility’s purpose and values, determine its mission, its strategy to achieve its purpose, goals and objectives. The Board should identify values, determine and implement practices that will enable the Facility to survive and thrive.

XVIII. Giving general direction to the operations of the Facility within the overall mission and objective for which it was established.

XIX. Approve overall strategic plans, financial budgets and targets and operating results;

XX. Regularly Monitor and evaluate the implementation of strategies, policies, management performance criteria and business plans;

XXI. Ensure effective and sound internal controls are implemented to guide and protect the Facility’s business and assets.

XXII. Represent the interests of Stakeholders and establish conducive environment for good corporate governance.

XXIII. Ensure the Facility communicates with the Stakeholders and other parties effectively;

XXIV. Ensure the Facility complies with all relevant laws, regulations and codes of best business practice;

XXV. Regularly assess the Facility’s performance and that of individual Managers including the General Manager and take appropriate action in consultation with the Stakeholders;

XXVI. Meet monthly initially and subsequently in every three months and review in detail to ensure that the Facility activities are implemented in line with national laws and regulation, policies and procedures, and are well networked to similar Facilities and other stakeholders. The Board will review all of the Facility’s reports and annual work plans and budgets. 

XXVII. Appoint all senior of supervisor level and above;

XXVIII. To approve all staff remuneration packages and staff related benefit schemes;

XXIX. Approve acquisition and disposal of fixed assets in accordance with the laid down policies and procedures;

XXX. To appoint external auditors and approve audited accounts and submit the same together with the Annual Report to a Stakeholders Meeting.

XXXI. To approve all capital expenditure prior to any commitments;

XXXII. Identify key risk areas and key performance indicators of the Facility business and monitor these factors.

To circumvent the challenges that come with the above institutional frameworks, it is proposed that a framework that incorporates PPP arrangements with the aim that when fully functional and operating at a profit, the ownership, operations and management of the wholesale facility can be off-loaded to the private sector in the name of a limited company probably through an Initial Public Offering (IPO) at the Stock Exchange. The Government at various levels will have a decisive role to play in initiating and planning wholesale hub projects, as well as financing major site infrastructure components. 
11.  KEY CHALLENGES TO DEVELOPMENT OF MODERN WHOLESALE HUBS

Findings from case studies above and from review of other literature reveal that a number challenges stand on the way of establishing an effective modern wholesale hub. Some of the key challenges include: 
Poor planning 

·  Serious congestion waste, pollution and generally inadequate facilities. i.e.  Wakulima Market in Nairobi.

· Lack of display space and inadequate stands. 

·  Lack of Proper Implementation of laws & Regulations

· The lack of implementation of existing laws exacerbates problems. 

· Services and facilities being provided by market committees are insufficient for the proper grading, packing and storage of food items. 

Impact of Rapid Urbanization

· However the impact of rapid urban growth caused major traffic problems leading to the construction of new ring roads that eventually led to abandonment of markets build only 5 years earlier!!

Unfavorable Legal and Regulatory Frameworks

· Laws obliging all food products to transit through a wholesale hub, increases costs (transport, market taxes and fees), which unnecessarily increases consumer prices.

Lack of Commitment & Foresight on Part of Governments

·  Serious challenges due to obsolete facilities and because food marketing systems have failed to keep pace with new developments in food marketing, such as the emergence of supermarket chains and hypermarkets. 

· marketing infrastructure deteriorate significantly in recent years  as city authorities fail to recognize food marketing as one of their main concerns. .

·  Underutilized ,operating below capacity due to the failure of municipal authorities to facilitate public transport services to and from the new market. This failure apparently derives from the concern of local authorities to keep receiving revenues from the existing wholesale hubs located in the city centre, in spite of the problems of traffic, health and environmental risks. 

Socio-Political Developments

· The creation of Counties in Kenya comes with it great economic potential but also threats of disintegration of existing marketing mechanisms of equal measure. 
Unfavorable Financing Arrangements

· Some financing arrangements have forced some wholesale projects to die!!

· The general insistence by the Banks on full cost recovery from the newly created Wholesale hubs..
Underutilization of Installed Capacity

· Problems of low occupancy and low revenue generation have brought into question in some people's minds whether new wholesale hubs are indeed needed in these countries. :

· An inadequate appreciation by the promoters of the degree of competition

· During the intervening period, private informal wholesale hubs opened up capturing some of the potential trade, but designs for the new markets were not modified in the intervening period to take this into account. 

· Failure to enforce market regulating laws, even when these were in place, are behind some of the problems faced by some of the new markets. 
12.  RECOMMENDED INTERNATIONAL GOLDEN RULES FOR ESTABLISHMENT OF WHOLESALE HUBS

Best case studies of modern wholesale Hubs as indicated and review of the planning and design guidelines on wholesale hubs issued by the FAO reveal standard Special Features & designs of Modern Wholesale Hubs. In designing modern wholesale hubs therefore either in Kenya or elsewhere, the planners should of necessity borrow heavily from these international design standards and best case practices. In that respect therefore, the when the Modern Wholesale hubs are developed in Kenya along these standards and guidelines, they will have much in common with those of developed countries such as France, Britain, Greece, China, Thailand, Korea and Malaysia.  

According to these international standards and practices, a Modern Wholesale hub should have the following characteristics:

(i) Standardized layout and circulation that will be similar to hypermarkets that will enable standardization of many support services;

(ii) Will handle efficiently the input and output of large volumes of produce and to provide facilities for the sale of that produce;

(iii) Will have standardized mode of transporting the inputs and outputs from the Market;

(iv) Will have a standardized quality, quantity and packaging as in developed countries:

(v) Produce will be required to be cleaned before it is brought to the market in accordance with set standards;

(vi) There will be a system to ensure that different qualities of produce are sold separately;

(vii) Wholesale regulations set that require that produce is graded before being sold to assure customers of value for money and also promote fair competition;

(viii) There will be strict regulation on weights and measurements by the relevant Government authorities working in conjunction with the Market authorities to ensure 

(ix) produce is only sold by standard weights or in standard packages

(x) The Wholesale hub will run an elaborate MIS that will collect, analyze and disseminate up-to-date information on prices to promote certainty and stability of prices; and

(xi) Adequate storage facilities have been designed as part of the Wholesale hub to promote steady supplies & price stability.
13. THE RECOMMENDED   DESIGN OF WHOLESALE HUBS IN KENYA
13.1 Establishment of Modern Wholesale Hubs 
Results of a situational analysis of the current state of wholesale markets in Kenya, coupled with the findings of international best case studies that covered Rungis Wholesale Hub in France-so far the largest wholesale hub in the World-among others, provide strong evidence for the need to set up a Modern Wholesale hub in Kenya.. The sheer size of the land requirements for various support facilities such as ample parking, spacious loading and off-loading and adequate storage spaces that are critical if the market is to run efficiently, is enough reason for planner to look beyond the City and outside the crowded urbanized and heavily populated areas. The chosen site must have enough land for use to Vision 2030 horizon and systematically and for expansion incrementally into the next millennium!
 13.2 Special Features & designs of Proposed Modern Wholesale Hub. 

The Pilot Modern Wholesale Hub in Maragua borrows heavily from international design standards and best case practices. In that respect therefore, the Modern Wholesale in Kenya will have much in common with those of developed countries such as France, Britain and Greece. The  modern Wholesale hubs  in Kenya should have facilities and services including: Electronic auto facility, Storage and Cold Storage facility, Temperature controlled warehouse/s, Sorting, grading, washing and packing lines, Labeling of products, Price display/bulletin service, Quality testing facility, Material handling equipment, Movement and parking/loading facility for vehicles. Transport services (including cool chain), Banking services including settlement of transactions, Hotel/catering facilities, Waste and refuse treatment and disposal, Bulk Weighing Equipment Drinking Water, toilets and Information desks, Emergency services, policing/general security and Fire fighting services and all other facilities deemed appropriate for a modern wholesale facility.
The proposed Modern Wholesale Hub will have the following characteristics :
· It will have a standardized layout and circulation that will be similar to hypermarkets or to large-scale distribution warehouses that will enable standardization of many support services;

· Will handle efficiently the input and output of large volumes of produce and to provide facilities for the sale of that produce;

· Will have standardized mode of transporting the inputs and outputs from the Market;

· Will have a standardized quality, quantity and packaging facilities
· produce will be required to be cleaned before it is brought to the market in accordance with standards to be set up in wholesale operations manual;

· there will be a system to ensure that different qualities of produce are sold separately;

· wholesale regulations set herein will require that produce is graded before being sold to assure customers of value for money and also promote fair competition;

· there will be strict regulation on weights and measurements by the relevant Government authorities working in conjunction with the Wholesale Hub Development Authorities to ensure produce is only sold by standard weights or in standard packages;

· the Wholesale Hub will run an elaborate Management Information System that make collect, analyze and disseminate upt0date information on the key parameters of the Market that will produce is sold with price information thereby creating an atmosphere of certainty and stability of prices; and

· as part of price stabilization mechanism, adequate storage facilities have designed as part of the Wholesale Hub which will be made available to traders and wholesalers to store excess produce as and when needed. This should assure retailers of steady supply of the produce, avoid panic buying and help stabilize prices during lean and glut times.
13.3 The Key product Lines recommended for the Wholesale Hub.
The Wholesale Hub will deal in well defined and specialized lines of products that will reflect the underlying economic and production potential of the country and the region’s requirements. 

The recommended product clusters include:

· Horticulture Flowers 

· Fruits and Vegetables

· Meat: Chicken, pig, cattle and emerging livestock

· Fish and Fish Products

· Dairy Products

· Grains and Cereals

This development will enable the Country to move from general-purpose ungraded product markets described earlier, to more specialized and graded produce which will be sold both through samples in an auction such as in Western Europe and the USA and by private treaty to accommodate the convenience of those who may prefer this method of sale.

As indicated in subsequent sections to this design document, this will involve sophisticated practices and specialized operations and management skills which ultimately will need appropriate training.
  14. THE WAY FORWARD
a. Wholesale hubs are an essential component for the food marketing system in most developing areas and their continued development is still relevant for most countries.

b. When planning new wholesale hubs, the long-term urban development plans for the city should be considered when choosing their location;

c. Identification of a site that is appropriate in terms of size & in line with the development of transport links to and within the urban area;

d. For acceptability involve all stakeholders - farmers, traders, transporters, retailers

e. Enable local farmers to sell their produce and provide dedicated space and facilities if required;

f. Modern wholesale hubs must offer a wide range of services related to the handling, storage, processing, re-distribution and marketing of products;

g. Wholesale hubs must constantly adapt to the evolution of trade and distribution networks;

h. Wholesale hubs have a public function, in particular in the area of (i) food safety and (ii) Dissemination of market information. The presence of public shareholders in the capital of Market Company facilitates initiatives related to the protection of consumers’ health and purchase power. Another role that wholesale hubs can play is the promotion of local/typical products, in line with EU regulations.

i. Professionalism in wholesale hub management is essential if markets are to succeed and meet the needs of market participants. 

j. Market management must increasingly search for diversification opportunities to enhance the services offered (e.g. quality enhancement & assurance) by the market and thereby increase its revenue base.

k. Wholesale hubs require being at the forefront of changes in the marketing system and providing the services required to meet the needs of a changing clientele. 

l. Involve all stakeholders possibly in PPP arrangement in the establishment of markets.

m. To overcome strict financing by the Banks, a practice adopted in Italy and Korea, for example, where the Government or local authorities consider funding up to 70 per cent of wholesale hub construction costs should be applied.

n. To secure the financial sustainability of a Wholesale hub project, method of cash flow plans adopted for some markets in Italy and in E. Europe in which land within the new market area, which is greater than the needs of the market at its inception or needed for future expansion is incorporated into the cash flow plans. The Market will then benefit from sales of the extra land to private developers at high prices.

o. Develop Modern Secondary Wholesale hubs to provide for the needs of the rapid expansion of secondary cities & also decongest capital cities.

p. Markets should be provided with greater statutory autonomy and more dynamic management so that they can develop into real service centers for the marketing sector (providing market information, technical services, etc.);

q.  Operating rules and regulations should be reformed to reflect current trends    in trading; it is particularly important to reform the role of the “representatives”;

r. Monopoly regulations should be relaxed since they hinder the development of a modern, coordinated marketing network; and

s. The system of assessing and collecting market taxes should be thoroughly revised since the existing structure cannot be reconciled with liberal regulations.
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