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CHAIRPERSON’S FOREWORD

This report presents the proceedings of the Departmental Committee on Trade, Industry and
Cooperatives on its consideration of the Local Content Bill (National Assembly Bill No. 45 of 2025), which
was published on 16th October 2025. The Bill underwent its First Reading on 26th November 2025 and
was subsequently committed to the Departmental Committee on Trade, Industry and Cooperatives for
consideration and reporting to the House, pursuant to the provisions of Standing Order 127.

Comprising six (6) clauses, the Bill seeks to create a framework to regulate local content in Kenya. It
prescribes proposed mandatory local content requirements for foreign companies operating in Kenya,
including procurement quotas, employment quotas and agricultural sourcing obligations. As it is
presently, the lack of a local content regulatory framework has inhibited growth of the local industry in
key economic sectors as companies incorporated outside Kenya prefer to procure their goods, services,
supplies and workforce from fellow foreign companies resulting in unfair business practices to the
disadvantage of local businesses.

In accordance with Article 118 (1) (b) of the Constitution and Standing Order 127(3), the Committee
placed advertisements in the print media on 13th February 2026 requesting for comments on the Bill
from the public and relevant stakeholders. Further, through letters referenced NA/DDC/TIC/2026/006
and NA/DDC/TIC/2026/007 dated 4th March 2026, the Committee invited stakeholders to a public
engagement session on Thursday, |12th March 2026. During this meeting, twelve (12) stakeholders made
oral submissions before the Committee.

The Committee wishes to extend its sincere appreciation to the Offices of the Speaker and the Clerk of
the National Assembly for the logistical and technical support extended throughout its sessions. We also
acknowledge the valuable input from Hon. Jane Kagiri, MP for sponsoring the Bill and all the stakeholders
that submitted their memoranda and attended the stakeholder engagement meeting. Lastly, | express my
deep gratitude to the Honourable Members of the Committee and the Committee Secretariat for their
dedication and contributions to the development and production of this report.

On behalf of the Departmental Committee on Trade, Industry and Cooperatives, and pursuant to
Standing Order 199(6), it is my privilege and honour to present to this House the Committee’s Report
on the Local Content Bill (National Assembly Bill No. 45 of 2025).

Having considered the Bill, the Committee recommends that the Bill be DELETED IN ITS
ENTIRETY.

Hon. Bernard Masaka Shinali, CBS, MP
Chairperson,
Departmental Committee on Trade, Industry and Cooperatives
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CHAPTER ONE

1.0 PREFACE

|.1 Establishment of the Committee

|. The Departmental Committee on Trade, Industry and Cooperatives is one of the twenty
Departmental Committees of the National Assembly established under Standing Order 216
whose mandate pursuant to Standing Order 216 (5) is as follows:

ii.

ifi.

vi.
vii.

viii.

Xi.

To investigate, inquire into, and report on all matters relating to the mandate, management, activities,
administration, operations and estimates of the assigned ministries and departments;

To study the programme and policy objectives of Ministries and departments and the effectiveness of
their implementation;

On a quarterly basis, monitor and report on the implementation of the national budget in respect of its
mandate;

To study and review all the legislation referred to it;

To study, assess and analyse the relative success of the Ministries and departments as measured by the
results obtained as compared with their stated objectives;

To investigate and inquire into all matters relating to the assigned Ministries and departments as they
may deem necessary, and as may be referred to them by the House;

To vet and report on all appointments where the Constitution or any law requires the National Assembly
to approve, except those under Standing Order 204 (Committee on appointments);

To examine treaties, agreements and conventions;

To make reports and recommendations to the House as often as possible, including recommendation
of proposed legislation;

To consider reports of Commissions and Independent Offices submitted to the House pursuant to the
provisions of Article 254 of the Constitution; and

To examine any questions raised by Members on a matter within its mandate.

1.2 Mandate of the Committee

2. In accordance with the Second Schedule to the Standing Orders, the Committee is mandated to
consider trade, including securities exchange, consumer protection, pricing policies, commerce,
industrialisation including special economic zones, enterprise promotion & development including
micro, small & medium enterprises (MSMEs), and small and medium enterprises (SMEs), intellectual
property, industrial standards, anti-counterfeit policies and cooperatives development.

3. In executing its mandate, the Committee oversights the Ministry of Investment, Trade and Industry;
and the Ministry of Cooperatives and MSMEs Development.
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1.3 Committee Membership

4, The Departmental Committee on Trade, Industry and Cooperatives was reconstituted by the House
on 5% March 2025 and comprises the following Members:

Chairperson
Hon. Bernard Masaka Shinali, CBS, MP
Ikolomani Constituency

ODM Party

Vice-Chairperson
Hon. Marianne Jebet Kitany, MP
Aldai Constituency

UDA Party
Hon. Adhe Wario Guyo, MP Hon. Adams Korir Kipsanai, MP
North Horr Constituency Keiyo North Constituency
KANU UDA Party
Hon. Anthony Tom Oluoch, MP Hon. Alfred Kiprono Mutai, MP
Mathare Constituency Kuresoi North Constituency
ODM Party UDA Party
Hon. (Dr.) Beatrice Kahai Adagala, MP Hon. Amos Maina Mwago, MP
Vihiga County Starehe Constituency
ANC Party Jubilee Party
Hon. Joshua Mbithi Mutua Mwalyo, MP Hon. John Okano Bwire, MP
Masinga Constituency Taveta Constituency
Independent Member WDM-K Party
Hon. Joyce Kamene, MP Hon. Samuel Parashina Sakimba, MP
Machakos County Kajiado South Constituency
WDM-K Party ODM Party
Hon. Robert Githinji Gichimu, MP Hon. Michael Wainaina VWambugu, MP
Gichugu Constituency Othaya Constituency
UDA Party UDA Party

Hon. (Dr.) Wilberforce Ojiambo Oundo, MP
Funyula Constituency

ODM Party
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1.4 Committee Secretariat

5. The Committee is facilitated by the following Secretariat:

Ms. Laureen Omusa Wesonga
Clerlk Assistant I/Head of Secretariat

Ms. Carolyne Musyoka
Hansard Reporter Il (Clerk Assistant)

Ms. Doreen Karani Ms. Priscilla Wangu
Principal Legal Counsel Il Fiscal Analyst II
Ms. Priscilla Saidi Ms. Pauline Sifuma
Research Officer Il Hansard Officer Il
Mr. Daniel Psirmoi Ms. Florence Wanja
Media Relations Officer Il Protocol Officer lll
Ms. Peris Kaburi Mr. Kelvin Lengasi
Assistant Serjeant-at-Arms Audio Assistant
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CHAPTER TWO
2.0 BACKGROUND OF LOCAL CONTENT IN KENYA
2.1 Introduction

6. The current situation for industries in Kenya is characterized by a significant reliance on imports and
a struggle to fully integrate local goods and services into the supply chains of foreign-owned
companies. This gap is the primary reason for the introduction of the Local Content Bill, 2025.

7. Many foreign companies and international contractors currently import majority of their materials
ranging from construction steel to basic household items hence bypassing local manufacturers.
Currently, sourcing locally is largely voluntary. The following are the barriers to local sharing:

a) Quality and Standards: Many manufacturers cite quality as the main reason they choose
international suppliers over local ones.

b) Cost: Local production costs are often higher due to expensive electricity, high taxes, and
logistics challenges, making imported goods more attractive to foreign firms.

c) Capacity Gaps: In high-tech or specialized sectors (complex manufacturing), local suppliers often
lack the scale or technical certification required by global corporations.

8. The following are the current workforce trends in Kenya:

a) Expatriate Dominance: There is a recurring concern that foreign firms bring in expatriates for
technical and managerial roles that qualified Kenyans could fill.

b) Youth Unemployment: Despite foreign investment, the translation of these investments into
jobs for Kenyan youth remains low, which is a key driver for the Bill’s 80% local workforce
mandate.

2.2 Current Legal and Policy Framework
Some of the legal and policy provisions that touch on local content in Kenya include:

9. The Buy Kenya-Build Kenya Strategy (2017): This is the primary policy framework designed
to promote the consumption of locally produced goods and services. It requires both public and
private sectors to prioritise Kenyan products to reduce import dependence.

10. The Kenya Vision 2030: This long-term development blueprint identifies manufacturing and value
addition as critical pillars. It advocates for the integration of local industries into global supply chains.

Il. The Public Procurement and Asset Disposal Act (PPADA), 2015: Mandates that all public
procuring entities (ministries, state agencies, and counties) must reserve at least 40% of their annual
procurement budget for goods and services produced or provided locally. It Provides specific
advantages for "disadvantaged groups" (youth, women, and persons with disabilities) under the
Access to Government Procurement Opportunities (AGPO) Programme. Additionally, it provides
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that all tenders below certain financial thresholds (i.e. Kshs. 500 million for goods) are often reserved
exclusively for local citizen contractors.

The Mining Act, 2016: Requires license holders to give first priority to goods and services
manufactured or available in Kenya. It also mandates the employment and training of Kenyan citizens,
with a requirement to submit a "succession plan" to eventually replace expatriates with locals.

. The Petroleum Act, 2019: Requires oil and gas companies to submit a Local Content Plan. This

Plan must outline how they will use local insurance, financial, and legal services, and how they intend
to transfer technology to Kenyan firms.

County-Level Legislation, the Turkana County Local Content Act, 2024: Aims to ensure
that residents of Turkana benefit directly from the oil and mining activities in their region through
prioritised employment and sub-contracting for local firms.

2.3 Comparative Analysis

I5.

Ghana focuses on linking specific “enclave industries to the local economy. The law identifies fifty
plus (50+) specific goods/services that must be 100% local and provides graduated targets (90% +)
with mandatory “localisation plans” of the worlk force to replace expatriates. There are high financial
targets linked to non-local hiring/sourcing.

Brazil balances local protection with global competitiveness and tech standards. The local sourcing
targets vary by project stage e.g. 30% in exploration and 40% in production while sourcing of
workforce focuses on the location of engineering hours and ownership of intellectual property.
Penalties for non-compliance are fines or loss of exploration rights/surplus transfers.

Kenya can adopt the following best practices from Ghana and Brazil that have spent decades refining
their local content frameworks:

a) Shift from rigid quotas to “phased-in” targets: Brazil uses a “life-cycle quota” model where
they recognise that different stages of a project have different technical requirements.

b) Use “procurement lists” instead of blanket percentages: Ghana's Minerals Commission
publishes a specific “local procurement list”.

c) Robust “capacity auditing” before rule setting: Ghanaian authorities emphasise on regular
auditing of the actual capacity of local firms to meet industry demand. Setting a 60% target is
ineffective if local firms only have capacity to supply 20%.
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CHAPTER THREE

3.0 OVERVIEW OF THE LOCAL CONTENT BILL (NATIONAL ASSEMBLY BILL NO. 45 OF
2025)

3.1 Introduction

18. The Local Content Bill (National Assembly Bill No. 45 of 2025) is sponsored by Hon. Jane Kagiri, MP.
The Bill was read a First Time on 26th November 2025 and subsequently referred to the
Departmental Committee on Trade, Industry and Cooperatives for consideration and to facilitate
public participation pursuant to Standing Order 127.

19. The principal objective of the Bill is to create a legal framework to regulate local content in Kenya,
promote local industry and provide the sourcing of locally produced goods and services. The lack of
a local content regulatory framework has inhibited growth of the local industry in key economic
sectors as companies incorporated outside Kenya procure their goods, services, supplies and
workforce from other foreign companies resulting in unfair business practices which has rendered
local businesses uncompetitive. Additionally, investment by foreign companies in Kenya has had
minimal positive economic impact to the country due to profit repatriation. As Kenya continues to
grapple with youth unemployment, it is important that a legal framework that will foster job creation
is put in place to ensure that foreign investments in Kenya create employment opportunities for
Kenyan youth.

20. The Bill proposes mandatory local content requirements for foreign companies operating in Kenya,
including procurement quotas, employment quotas and agricultural sourcing obligations with a view
to address:

a) limited participation of Kenyan-owned enterprises in supply chains;

b) importation of goods and agricultural inputs despite local availability;

c) youth unemployment;

d) profit repatriation and limited domestic economic multiplier effect; and
e) weak enforcement of voluntary local content plans.

3.2 Regulatory Frameworks
21. The Bill proposes as follows:

a) 60% mandatory local procurement of goods and services;

b) 100% mandatory sourcing of agricultural produce from Kenyan farmers;

c) 80% minimum Kenyan workforce requirement;

d) Criminal penalties of not less than Kshs. 100 million for corporate breach and imprisonment
of CEOs; and

e) Regulation making powers to the CS.
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3.3 Objective of the Bill

22. The objective of the Bill is to:

a) Provide a framework for regulation of local content by prescribing minimum local content quotas
in various sectors;

b) Promote the local industry and sourcing of locally produced goods and services;

c) Boost the growth of manufacturing industry in Kenya;

d) Promote the agricultural sector through sourcing of agricultural produce from Kenyan farmers;

e) Enhance creation of employment opportunities for Kenyan youth; and

f) Foster economic growth through promotion of foreign direct investments and reduce profit
repatriation.

3.4 Potential Impact of the Bill

The Bill is likely to have the following impact if enacted:

23.

24,

25.

26.

27.

28.

Operational Impact on Foreign Companies

Mandatory local sourcing: Foreign companies will be required to source at least 60% of their
manufactured goods and services (including financial, insurance, construction and logistics) from local
Kenyan companies, provided they meet prescribed standards.

Agricultural sourcing: Any foreign company using agricultural produce as raw materials will be
required to source all such produce from Kenyan farmers.

Capacity building obligations: If local goods or services do not meet required standards, foreign
companies will be legally obligated to provide technical and capacity-building support to local

suppliers to help them comply.

Economic and Industry Impact

Boosting local industry: The Bill seeks to promote growth of the manufacturing and agricultural
sectors by guaranteeing a market for local goods and services.

Reduce profit repatriation: By requiring local procurement and employment, more wealth will
be retained in the Kenyan economy and reduce the amount of profit sent out of the country by
foreign companies.

Address unfair competition: The Bill will correct current imbalances where foreign companies
prioritise foreign suppliers which has rendered local businesses uncompetitive.

Report of the Departmental Committee on Trade, Industry and Cooperatives on the Local
Content Bill (National Assembly Bill No. 45 of 2025)

PAGE 13/49



Impact on Employment

29. Workforce quotas: Foreign companies will be required to ensure that at least 80% of their total
workforce comprises Kenyan citizens.

30. Management inclusion: Qualified Kenyan citizens will be employed at all levels of an organisation,
including management positions.

31. Youth opportunities: Foster job creation specifically for Kenyan youth which will combat high
unemployment rates in the country.

3.5 Clause by Clause Provisions of the Bill

32. Clause | provides for the short title and commencement of Bill. On enactment, it shall come into
force one year after publication to allow a compliance transition period.

33. Clause 2 contains interpretations and definitions of specified terms as they are used within the
context of this law.

34. Clause 3 of the Bill contains objects and purpose of the Bill. It prescribes minimum local content
quotas; promotion of local industry and agriculture; job creation for Kenyan youth; and reduction
of profit repatriation.

35. Clause 4 provides for the local content requirements. It provides that a foreign company shall
source at least sixty percent (60%) of its services, supplies and goods from local companies subject
to the services and goods meeting the locally prescribed standards and regulatory requirements.
Where the locally available goods and services do not meet the relevant standards, the Bill provides
-that a foreign company shall provide technical and other capacity building support to local companies
to ensure compliance with the relevant prescribed standards.

36. Clause 5 provides for delegation of legislative powers. It empowers the Cabinet Secretary for Trade
to make regulations for the better carrying out of the provisions of the Act and give them life.

37. Clause 6 is the transition/saving provision which saves the legitimacy of any contracts, rights and
obligations between a foreign company and a supplier of goods or services that exists immediately
before the commencement date and ensures that they continue in force for the unexpired periods
of those contracts.

38. The Bill concerns county governments within the meaning of Article 110 (1) (a) of the Constitution
because it contains provisions that affect functions of county governments as prescribed in the
Fourth Schedule to the Constitution. The Fourth Schedule to the Constitution designates trade
licensing and development as a function of county governments.
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CHAPTER FOUR
4.0 PUBLIC PARTICIPATION/STAKEHOLDER CONSULTATION

39. Following the call for memoranda from the public through the placement of advertisements in the
print media on 13th February 2026 and vide letters REF: NA/DDC/TIC/2026/006 and REF:
NA/DDC/TIC/2026/007 dated 4th March, 2026 inviting stakeholders for a meeting, the Committee
received memoranda from the following stakeholders on the Local Content Bill (National Assembly
Bill No. 45 of 2025):

i.  Kenya Transporters Association Limited;
ii.  Sidai Africa (K) Limited;
ii.  Quatrix Limited;
iv.  The Agriculture Sector Network (ASNET);
v.  The Fertilizer Association of Kenya;
vi.  Kenya Private Sector Alliance (KEPSA);
vii.  Kenya Association of Manufacturers (KAM);
viii. ~ Kenya Bankers’ Association (KBA);
ix.  The National Gender and Equality Commission (NGEC);
X.  Ministry of Foreign and Diaspora Affairs;
xi.  State Department for Trade;
xii.  Ponty Pridd Holdings;
xiii.  Ather Solutions Limited;
xiv.  Beaver Works Enterprises;
xv.  Brilliant Rays Enterprises Limited;
xvi.  CWAYV (K) Limited;
xvii.  Isocate Limited Company;
xviii.  Lynwood Solutions Limited;
xix.  Lytans Limited;
xx.  Metajma Creative Solutions Limited;

xxi.  Reshon Enterprises Limited;
xxii.  Sigmoid Logistics;
xxiii. ~ The British Chamber of Commerce Kenya; and

xxiv.  Grid Circle Limited
40. The stakeholders submitted as follows:
4.1 Kenya Transporters Association Limited

In a meeting with the Committee held on Thursday, 26" March 2026, Mr. Newton Wang'oo, Chairperson
of the Kenya Transporters Association Limited submitted that the Association fully supports the Bill and
proposed the following amendments:

4], At least 60% of all transport and logistics services under any major project, multinational operation
of government contract should be reserved for locally owned Kenyan enterprises.
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42. Define “local enterprise” as a company with at least 51% Kenyan shareholding, Kenyan controlled
board and management and majority Kenyan workforce.

43. Provide sector specific local content thresholds e.g. road freight transport, warehousing, clearing
and forwarding, inland container depot operations and fleet management to prevent circumvention
through service reclassification or outsourcing.

44. Reinforce existing statutory protections (including provisions under maritime and competition laws)
to prevent shipping lines from directly competing with local land transporters and clearing agents in
a manner that undermines fair competition because separation of roles preserves market diversity
and SME participation.

45. Require multinationals operating in Kenya to publish local content compliance reports annually,
disclose percentage allocation to local firms and submit audited statements of local procurement.
This will enhance accountability and policy effectiveness.

46. Put in place an independent local content monitoring authority or designated regulator to verify
compliance, conduct audits, publish sectoral performance reports and impose administrative
penalties for violation. The penalties should include financial sanctions, suspension of operating
licenses or disqualification from public contracts.

47. Establish a protected reporting channel enabling local firms to report exclusionary practices without
fear of retaliation or blacklisting. This can be administered through a confidential complaints
framework under the monitoring authority.

48. To complement quotas, the Government should facilitate affordable asset financing for local
transporters, support digitalisation and fleet modernisation and encourage joint ventures that include
real technology and skills transfer. This is to ensure that local content also strengthens
competitiveness.

Committee Observation/Recommendation

The Committee noted the amendments proposed by Kenya Transporters Association.
However, the Committee observed that the Bill would be difficult to implement in its
current form if enacted and recommended its deletion.

4.2 Sidai Africa (K) Limited

In a meeting with the Committee held on Thursday, 26" March 2026, Mr. Abner Maina, Executive
Assistant, submitted that they fully support the Bill and proposed the following amendments to the Bill:

49. The Bill should name agriculture, livestock services, veterinary services, extension services and agri-
input distribution as sectors covered by local content requirements.
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50. Multinationals and large enterprises operating in Kenya's food and agriculture sectors should be
required to source a defined minimum percentage of inputs, distribution services and technical
advisory services from locally registered Kenyan enterprises.

51. Local content in the agricultural sector should be defined to require not merely Kenyan ownership
but compliance with KEBS certification and other relevant regulatory quality standards to prevent
local content compliance from being gamed through low-quality or counterfeit operators.

52. Protect and incentivise Kenya's last mile agricultural distribution infrastructure recognising that it is
a strategic national asset for food security.

53. Large multinationals in the agricultural inputs sector should be required to demonstrate active
investment in local distributor capacity through training, co-branding, financing or technology
transfer as part of their local content compliance obligations.

54. Complement existing anti-counterfeit legislation by requiring stricter import quality controls on
agricultural inputs, protecting local producers and distributors from unfair competition from below
standards imported products.

Committee Observation/Recommendation

The Committee noted the amendments proposed by Sidai Africa (K) Limited.
However, the Committee observed that the Bill would be difficult to implement if
enacted in its current form and recommended its deletion.

4.3 Quatrix Limited

In a meeting with the Committee held on Thursday. 12" March 2026, the Head of Operations, Mr.
Johnson Mwangi submitted that Quatrix fully supports the Bill and proposed the following amendments:

55. Provide that multinationals operating in Kenya must engage Kenyan-owned technology companies
as primary service providers for technology-enabled logistics, last mile delivery, e-commerce
fulfilment and supply chain management.

56. Require multinationals that operate digital commerce platforms in Kenya to open a defined
proportion of their logistics and fulfilment requirements to competitive procurement from
independent, Kenyan-owned providers.

57. Require multinationals operating logistics, e-commerce and supply chain technology platforms in
Kenya to enter into structured capacity building agreements with Kenyan technology partners i.e.
co-development, co-investment and knowledge transfer.

58. Include provisions prohibiting predatory pricing by multinational technology and logistics operators
in Kenya and should strengthen the mandate of the Competition Authority of Kenya to investigate
and act on such behaviour.
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59. Require all multinationals operating in Kenya's technology and logistics sectors to publicly disclose,
on an annual basis, the proportion of their technology procurement, logistics outsourcing and supply
chain services that are outsourced from Kenyan-owned companies.

Committee Observation/Recommendation

The Committee noted the amendments proposed by Quatrix Limited. However, the
Committee observed that the Bill would be difficult to implement if enacted in its
current form and recommended its deletion.

4.4 The Agriculture Sector Network (ASNET)

In a meeting with the Committee held on Thursday, 26" March 2026, Dr. Wilson Songa, Executive Board
Member, submitted that ASNET supports the intent of the Bill in promoting domestic participation,
strengthening agricultural and manufacturing value chains and enhancing employment opportunities for
Kenyan citizens. However, the success of the Bill depends on clarity, fairness, proportionality and
consistency with Kenya’s international obligations. He proposed the following amendments to the Bill.

Clause 2

60. Amend the clause to include definition of “agricultural raw-material sourcing services” as encompassing
the procurement, aggregation, handling, storage and supply of agricultural produce for use as raw
materials in manufacturing or processing. This is because clear definitions are essential for legal
certainty and effective enforcement.

Clause 4

61. Amend subclause 4(2) by inserting the following new paragraph immediately after paragraph (g),
“(ga) agricultural raw-material sourcing, aggregation and supply services”. This is to align agriculture with
the Bill's services-based regulatory framework.

62. Amend the clause by inserting the following subclause immediately after subclause 4(1), “(/A) A local
company undertaking business in Kenya shall, where goods, services or raw materials are available locally
and meet prescribed standards, give priority to sourcing such goods, services or raw materials from within
Kenya”. To eliminate regulatory bias and ensure that local content obligations are ownership-neutral.

63. Amend the clause by deleting subclause 4(7) and substituting as follows, “A foreign company shall
ensure that at least ninety-five percent of its workforce are Kenyan citizens”. This is because Kenya has a
strong and growing human capital base, with increasing numbers of qualified professionals in
agriculture, manufacturing, logistics and technical fields.

64. Amend the clause by inserting the following new paragraph immediately after subclause 4(7), “(7A)
Notwithstanding subsection (7), a foreign company may, with the approval of the Cabinet Secretary, engage
non-Kenyan citizens for specialised technical skills where such skills are demonstrably unavailable in Kenya
provided that: (a) such engagement shall be for a specified and time-bound period; and (b) the foreign
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65.

company shall implement a structured skills transfer and capacity-building programme for Kenyan citizens”.
To provide regulatory flexibility for highly specialised or emerging technical roles where expertise
may not yet be locally available.

Amend subclause 5(2) by inserting the words “local companies and” immediately before the words
“foreign companies” wherever they appear. This is to eliminate regulatory bias and ensure that local
content obligations are ownership-neutral.

Committee Observation/Recommendation
The Committee noted the amendments proposed by ASNET. However, the

Committee observed that the Bill would be difficult to implement if enacted in its
current form and recommended its deletion.

4.5 The Fertilizer Association of Kenya (FA-K)

In a meeting with the Committee held on Thursday, 26" March 2026, the Chief Executive Officer, Dr.
Lilian Mbuthia, proposed the following amendments to the Local Content Bill, 2025:

66.

67.

68.

Clause 4

Amend subclause 4(3) to provide a minimum threshold of 20% subject to periodic review based on
demonstrated local capacity development. Alternatively, provide for sector specific schedules and
exemptions where local capacity is demonstrably insufficient. The requirement for 60% local
sourcing of goods and services may be impractical in sectors where specialised inputs are not
available locally, quality standards require globally sourced materials, economies of scale and
competitiveness depend on integrated international supply chains.

Amend subclause 4(5) to provide a waiver or exception mechanism in cases of demonstrated local
shortages, national emergencies, regulatory bans or trade restrictions, failure of local supply to meet
prescribed quality or quantity standards. This is because the agriculture sector is highly susceptible
to seasonal variability, climate shock, pests, government-imposed export/movement restrictions and
supply chain disruptions. Rigid mandatory sourcing provisions may disrupt production continuity and
food supply chains.

The Bill needs to be reviewed to ensure that it does not create disproportionate regulatory burdens
on one category of companies. Any differentiation should be reasonable, proportionate and aligned
with constitutional standards.

Committee Observation/Recommendation

The Committee observed that it would be difficult to implement the Bill if enacted in
its current form and recommended its deletion.
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4.6 The Kenya Private Sector Alliance (KEPSA)

In a meeting with the Committee held on Thursday, 12™ March 2026, Ms. Susan Maingi, Head of Industry
and Trade, proposed the following amendments to the Local Content Bill, 2025:

Clause 2

69. Revise definition of “local content” to mean the quantifiable value addition into the Kenyan economy
through the deliberate utilisation of Kenyan human resources, material resources, and services in
the production, manufacturing, or delivery of goods or services.

Clause 4

70. Amend subclause 4(3) by inserting a paragraph to exempt proprietary formulations, concentrates,
or ingredients protected by intellectual property rights and not manufactured in Kenya.

71. Amend subclause 4(3) by inserting a paragraph to provide for reliability of supply from local
companies and proof of their capacity to supply raw materials in the quantities and at a rate that
would not affect manufacturing schedules. It should also highlight the capacity of a local supplier to
meet the full industrial demand of all foreign companies that may fall within a specific segment.

72. Amend the clause by inserting a provision stating that where a member of customs union/trade area
those goods would be considered local.

73. Amend the clause by inserting the following new subclause 4(4), “(4) Notwithstanding sub-section (3),
the Cabinet Secretary responsible for Trade shall, within six (6) months of the commencement of this Act,
develop a Sector-Specific Localization Plan in consultation with relevant industry stakeholders, including but
not limited to KAM, KEPSA, and representatives of foreign companies operating in Kenya. (a) The Sector-
Specific Localization Plan shall: (i) Define realistic and achievable local content targets for each sector (e.g.,
FMCG, Logistics, Financial Services, Construction, etc.), taking into account the unique supply chain dynamics,
availability of local suppliers, and quality standards required by each sector; (i) Establish a phased
implementation timeline specific to each sector, with clear milestones and targets (e.g., Year I: 40%, Year
2: 50%, Year 3: 60%, or alternative targets based on sector-specific analysis); (iii) Identify capacity building
requirements for local suppliers to meet the prescribed standards and volume requirements; (iv) Provide
mechanisms for monitoring and reporting on progress toward local content targets; and (v) Include provisions
for periodic review and adjustment of targets based on actual supply chain capacity and market conditions;
(b) The Sector-Specific Localization Plan shall be submitted to Parliament for approval before coming into
effect, ensuring transparency and accountability; and (c) Foreign companies shall comply with the local
content targets as defined in the approved Sector-Specific Localisation Plan for their respective sector, rather
than the fixed 60% requirement in sub-section (3)”.

74. Amend subclause 4(4) to read as follows, “(a) The scope of capacity building obligation is: (i) foreign
companies shall provide technical and capacity-building support to local suppliers as specified in the approved
sector-specific localisation plan and the APSP; (i) capacity building requirements shall not extend beyond

what is explicitly defined in these approved plans; (iii) any capacity-building obligation not specified in the
approved plans shaII be cons:dered vquntary, and compames shaII not be penahsed for non compllance WIth
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undefined or implied obligations; (b) The SSLP shall explicitly define the capacity-building requirements for
each sector, including: (i) technical training and knowledge transfer; (i) equipment and technology support;
(iii) quality assurance and certification support; (iv) business management and financial support; (v) market
access and linkage support; (vi) timelines and milestones for achieving each capacity-building objective; and
(vii) performance metrics and evaluation criteria to assess the effectiveness of capacity building efforts; (c)
The APSP shall explicitly define the capacity-building requirements for each agricultural commodity, including:
(i) agricultural extension and training; (ii) input provision and subsidy; (iii) infrastructure support; (iv) quality
standards and certification support; (v) market linkage and pricing support; (vi) timelines and milestones for
achieving each capacity-building objective; and (vii) performance metrics and evaluation criteria to assess the
effectiveness of capacity-building efforts; (d) All capacity-building requirements specified in the SSLP and APSP
shall be: (i) mutually agreed upon between the CS, foreign companies, local suppliers, and other relevant
stakeholders during the plan development process; (i) clearly documented in the final approved plans, with
specific timelines, deliverables, and performance metrics; (iii) submitted to Parliament for approval as part
of the overall plan approval process; and (iv) binding on all parties once approved by Parliament; (e) Foreign
companies shall not be required to: (i) provide capacity building that exceeds the scope explicitly defined in
the approved plans; (i) bear costs that are unreasonable or disproportionate to the company’s size,
profitability, or the value of the local sourcing relationship; (iii) disclose proprietary information, trade secrets,
or intellectual property as part of capacity-building activities, except where necessary to meet quality or safety
standards; (iv) provide capacity-building for competitors or for purposes unrelated to achieving the local
content targets specified in the approved plans; and (v) continue providing capacity-building if the local
supplier fails to demonstrate good faith efforts to implement the training and support provided, or if the
supplier uses the capacity-building support to compete unfairly with the foreign company; (f) Capacity building
is a shared responsibility between the foreign company, the local supplier, and the government; (i) the foreign
company shall provide technical expertise, training, and support as specified in the approved plans; (ii) the
local supplier shall demonstrate commitment to implementing the training and support, and shall provide
necessary resources to participate in capacity-building activities; (iiij) the government shall provide
complementary support, such, such as: infrastructure investment; research and development; regulatory
support; and financial support; (g) progress on capacity-building objectives shall be monitored and evaluated
annudlly by: (i) the Local Content Compliance Board; (i) relevant government agencies; (iii) independent
auditors commissioned by the CS; (iv) annual reports; (v) whether capacity-building activities are being
implemented as specified in the approved plans; (vi) whether the local suppliers are demonstrating progress
in meeting the quality and performance standards; (vii) whether the capacity-building support is achieving
the intended outcomes; and (viii) whether adjustments or additional support are needed; if capacity-building
activities are not progressing satisfactorily, the Local Content Compliance Board may: (i) mediate disputes
between the foreign company and the local supplier; (i) recommend adjustments to the capacity building
plan or timelines; (iii) recommend government support to address barriers to capacity-building success; or
(iv) in case of wilful non-compliance by the foreign company, recommend penalties as specified in subclause
4(8); and (h) (i) Capacity-building requirements shall be reviewed at the same intervals as the SSLP and
APSP; (ii) if circumstances change, either party may request a review and adjustment of the capacity-building
requirements, subject to approval by the Local Content Compliance Board and the CS; and (iii) any
adjustments shall be submitted to Parliament for approval before coming into effect”.

75. Amend the clause by inserting the following new subclause, “(5) A foreign company may apply to the
Cabinet Secretary for a temporary exemption from the local content requirement in clause 4(3) or the Sector-
Specific Localisation Plan for a specific input or category of inputs by submitting a detailed written justification
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demonstrating one or more of the following: (i) The input is not locally available in the required quantity,
qudlity, or specification within Kenya; (ii) The input does not meet the prescribed international quality
standards required by the foreign company's global quality assurance protocols, and no local supplier can
meet these standards within a reasonable timeframe; (iii) The input is a proprietary formulation, concentrate,
or ingredient protected by intellectual property rights (patents, trade secrets, trademarks) and is not
manufactured in Kenya, and the foreign company can demonstrate that the input is essential to the product
and cannot be substituted with locally available alternatives without compromising product quality, safety, or
brand integrity; (iv) The input is subject to international trade agreements to which Kenya is a signatory, and
sourcing from a member state of a customs union or trade bloc (e.g., EAC, COMESA, ACFTA) is required or
preferred to maintain Kenya's obligations and competitive position; (a) The Cabinet Secretary shall review
the exemption application and either approve or reject it within thirty (30) days of submission. If approved,
the exemption shall be: (i) Temporary in nature, with an initial validity period of two (2) years, subject to
renewal; (i) Subject to periodic review, with the foreign company required to provide annual reports on efforts
to develop local alternatives or improve local supplier capacity; and (iii) Conditional on the company's
commitment to provide technical and capacity-building support to local suppliers to enable them to meet the
required standards within a specified timeframe; and (b) The Cabinet Secretary shall maintain a public
register of all approved exemptions, including the justification provided and the conditions attached, to ensure
transparency and to identify systemic gaps in the local supply chain that require government or private sector
investment”. The amended recommendation replaces a rigid, one-size-fits-all phased timeline with a
flexible, collaborative, and evidence-based framework that achieves the Bill's objectives while
respecting the realities of different sectors and inputs.

76. Amend subclause 4(5) to read as follows, “(5) A foreign company undertaking any business in Kenya
which requires agricultural produce as raw materials for the manufacture of goods shall source agricultural
produce from Kenyan farmers in accordance with targets established by the Cabinet Secretary responsible
for Agriculture, in consultation with relevant stakeholders”.

77. Insert the following new subclause 4(6) “(6) The Cabinet Secretary responsible for Agriculture shall, in
consultation with (i) Relevant industry stakeholders (including foreign companies, local farmers, farmer
cooperatives, agricultural exporters, and the Kenya Association of Manufacturers); (i) The Ministry
responsible for Trade and Industry; (iii) The Ministry responsible for Planning and National Development; (iv)
Agricultural research and extension institutions (e.g., KALRO, county agricultural departments); develop an
Agricultural Produce Sourcing Plan (APSP) that shall: (a) Establish realistic, crop-specific local sourcing targets
for key agricultural commodities (e.g., sugar, fruit, grains, vegetables, spices, etc.) based on: (i) Actual
production capacity of Kenyan farmers for each commodity; (i) Seasonal availability and supply volatility
throughout the year; (iii) Quality standards and specifications required by foreign companies; (iv) International
trade obligations and regional trade agreements (e.g., EAC, COMESA); and (iv) Market demand and pricing
to ensure farmer viability and profitability; (b) Identify capacity-building and infrastructure requirements
necessary to increase local production and meet foreign companies' volume and quality requirements,
including: (i) Agricultural research and development to improve crop yields and quality; (i) Farmer training
and extension services to meet quality standards; (iii) Storage, processing, and logistics infrastructure to
reduce post-harvest losses and ensure year-round availability; and (iv) Value addition opportunities to increase
farmer income and product competitiveness; (c) Establish a phased implementation framework with clear
milestones and targets that can be adjusted based on: (i) Progress in local capacity development; (i) Changes
in market conditions and global commodity prices; and (iii) Technological innovations and productivity
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78.

79.

80.

8l.

improvements; (d) Align the APSP with Kenya's Medium-Term Plan (MTP) cycles, such that: (i) The APSP
shall be developed or reviewed at the beginning of each MTP cycle (currently every 5 years, with mid-term
reviews at 2.5 years); (ii) Targets shall be reviewed and adjusted every 3 years to reflect changes in production
capacity, market conditions, and technological developments; (iii) The APSP shall be submitted to Parliament
for approval before coming into effect, ensuring democratic oversight and transparency; and (e) Include
provisions for monitoring, reporting, and accountability, such as: (i) Annual reporting by foreign companies
on their actual agricultural sourcing from Kenyan farmers; (i) Regular assessment of progress toward the
targets established in the APSP; (iii) Identification of bottlenecks and barriers to increased local sourcing; (iv)
Recommendations for policy adjustments or additional government support”.

Amend the clause by inserting the following new sub-clause 4(7), “(7) Foreign companies shall comply
with the agricultural sourcing targets as established in the approved Agricultural Produce Sourcing Plan
(APSP) for their respective commodity or sector, rather than the fixed 100% requirement in sub-section

(3)"

Amend the clause by inserting the following new subclause 4(8), “(8) The Cabinet Secretary may grant
a temporary exemption or adjustment to the agricultural sourcing targets in the APSP if a foreign company
can demonstrate: (i) Force majeure events (e.g. drought, flooding, disease outbreaks) that have significantly
reduced local production capacity; (i) Temporary supply shortages due to seasonal factors or unexpected
market disruptions; (iii) Quality or food safety issues with locally produced agricultural produce that cannot
be resolved within a reasonable timeframe; and (iv) Extraordinary circumstances beyond the reasonable
control of the company or local farmers. Such exemptions shall be temporary (maximum |2 months) and
subject to the company's commitment to work with local farmers and the government to resolve the
underlying issue”.

Amend the clause by inserting the following new subclause 4(9), “There is established a Local Content
Compliance Board (hereinafter referred to as the Board) (a) The Board shall consist of nine (9) members
appointed by the Cabinet Secretary responsible for Trade as follows: (i) a representative of the Cabinet
Secretary responsible for Trade; (i) a representative of the Cabinet Secretary responsible for Planning and
National Development; (iii) a representative of KRA; (iv) 2 representatives of the private sector (one from
foreign companies and one from local companies), nominated by KAM or KEPSA; (v) a representative of
farmer organisations or agricultural associations; (vi) an independent expert in trade, commerce or law with
at least 10 years of experience; and (vii) a representative of the civil society or consumer organisations; (b)
Board members shall serve for a term of three years, renewable for one additional term; (c) The Board shall
have a secretariat staffed with legal, technical and administrative personnel to support its functions”.

Amend the clause by inserting the following new subclause 4(9A), “The functions of the Board are: (a)
to hear and determine appeals against compliance determinations, penalty assessments, and enforcement
decisions made by the CS; (b) to review exemption requests submitted foreign companies under subclauses
4(3) and 4(5), and make recommendations to the CS; (c) investigate complaints of unfair or arbitrary
enforcement of the local content requirements; (d) monitor compliance trends and provide recommendations
to the CS on policy adjustments or improvements; (e) mediate disputes between foreign companies and local
suppliers regarding quality standards, pricing or contract terms; (f) maintain a public register of all compliance
determinations, penalties, exemptions, and appeals decisions; and (g) Publish annual reports on local content
compliance trends, enforcement actions and recommendations for policy improvement”.
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82. Amend the clause by inserting the following new subclause 4(9B), “(a) A company that receives a
compliance determination, penalty assessment, or enforcement decision from the CS may appeal to the
Board within thirty (30) days of receiving the decision; (b) The appeal shall be submitted in writing, with
supporting documentation, and shall clearly state the grounds for appeal (e.g. factual error, procedural
irregularity, disproportionate penalty, misapplication of law); (c) The Board shall conduct a hearing within
thirty (30) days of receiving the appeal, at which the company and the CS (or their representative) may
present evidence and arguments; (d) The Board shall issue a written decision within 15 days of the hearing,
with detailed findings of fact and reasons for its decision; (e) The Board’s decision shall be binding on the CS
and the company, unless either party appeals to the High Court within thirty days on grounds of: (i)
jurisdictional error; (ii) procedural irregularity; or (iii) manifest error of law”.

83. Amend the clause by inserting the following new subclause 4(9C), “(a) The Board shall establish its
own rules of procedure, subject to approval by the CS, which shall ensure: (i) fairness and impartiality in all
proceedings; (ii) transparency and public access to Board proceedings and decisions except for confidential
commercial information; and (iii) cost-effectiveness for all parties, with no requirement for legal
representation (though parties may be represented if they choose); (b) The Board shall have powers to: (i)
subpoena witnesses and documents; (ii) conduct site inspections and audits; (iiij) commission independent
expert reports on technical or factual matters; and (iv) mediate settlements between parties”.

84. Amend the clause by inserting the following new subclause 4(9D), “(a) The Board shall be funded
through a combination of: (i) Government budget allocation (core operating costs; (ii) user fees charged to
companies that appeal to the Board (scaled based on company size and complexity of the case); and (iii)
fines and penalties collected under clause 4(8) with a portion allocated to the Board’s operations; and (b)
The Board shall be independent from the CS and other government agencies, with autonomy to make
decisions based on the law and evidence, without political or commercial pressure”.

85. Insert the following new subclause 4(10), “(a) The Local Content Compliance Board shall establish a
mediation and dispute resolution mechanism to address disputes between foreign companies and local
suppliers regarding: (i) quality standards and specifications for goods or services; (ii) pricing and payment
terms; (iii) delivery schedules and supply reliability; (iv) contract terms and conditions; and (v) capacity-building
and technical assistance commitments; (b) Either party may request mediation from the Board, which shall:
(i) appoint a neutral mediator to facilitate discussions between the parties; (ii) conduct mediation sessions
within thirty (30) days of the request; (iii) seek to reach a mutually acceptable settlement within sixty days;
and (iv) if mediation fails, issue a non-binding recommendation to guide further negotiations or legal
proceedings; (c) The Board may also recommend arbitration under the Arbitration Act, Cap. |5 if mediation
is unsuccessful, with the costs shared between the parties”.

86. Insert a new clause providing relief from non-compliance where it is caused by events beyond the
reasonable control of the company, such as natural disasters, civil unrest, or pandemics.

Committee Observation/Recommendation

The Committee noted the proposal by KEPSA/KAM to develop Sector-Specific
Localisation Plans and Agricultural Produce Sourcing Plans (APSPs) in consultation
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with relevant industry stakeholders and observed that this would better resolve the
issues that the Bill seeks to address.

4.7 The Kenya Association of Manufacturers (KAM)

In a meeting with the Committee held on Thursday, |2 March 2026, Mr. Malcom Mwangi proposed the
following amendments to the Local Content Bill, 2025:

Clause 2

87. Amend the clause by defining “Foreign company” as a company incorporated outside Kenya or
operating in Kenya through a branch and not incorporated under the Companies Act of Kenya. The
definition captures Kenyan-incorporated subsidiaries of multinational manufacturers that already
manufacture locally and employ Kenyan workers.

88. Define "Local Content" as the quantifiable value addition into the Kenyan economy through the
deliberate utilization of Kenyan human resources, material resources, and services in the production,
manufacturing, or delivery of goods or services. Goods that confer origin as prescribed by EAC
Rules of Origin will also be considered local content. Aligns with Kenya's Final Local Content Policy
(2020), ensuring consistency across government policy and implementation.

New Clause

89. Amend the Bill by inserting the following new clause, “(/) The Cabinet Secretary shall establish an
Incentives Framework for Local Content Development to promote domestic industrial capacity and
diversification into value chains where local capability is limited or absent; (2) The Framework may provide
for (a) tax incentives for investments in local manufacturing and supplier development; (b) infrastructure
support including industrial parks, special economic zones and common-user facilities; (c) market offtake
programmes for locally manufactured goods; (d) financing programmes including credit guarantee schemes
and concessional financing; (e) incubation and development of small and medium enterprises; (f) preferential
market access in public procurement for locally manufactured goods and services in accordance with
procurement laws; and (g) technology transfer and skills development programmes; and (3) The Cabinet
Secretary may make regulations for the implementation of this section”. Define incentives framework to
enable the country to diversify its production capacity to value chains that it currently does not have
(forward and backward integration) The framework would among other things provide for: tax
incentives, infrastructure support, market offtake programs, financing programs, incubation, SME
development, preferential market access in public procurement, and technology and skills
development. The local content development guidelines will be complimented by the sector's specific
localization guidelines.

Clause 4

90. Amend subclause 4(1) by inserting the following new paragraph, “4(1) (b) to facilitate market access,
preferential procurement shall be awarded to local content to the maximum level possible”. The
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government is the largest buyer of goods and services. Purchase of local content ensures retention
of liquidity and value in the local economy, create employment and spur industrialisation.

91. Amend the Bill by deleting subclause 4(3) because the provisions will be guided by the local content
development program and sector specific guidelines. Very few local contents can meet the
prescribed standards of high-end products like trucks, almost every CKD kit has to be imported
from the original countries.

92. Amend subclause 4(4) to read as follows, “(4) A foreign company shall provide technical and other
capacity building support to local companies which supply it within its supply chain to ensure compliance
with the relevant prescribed standards”. This amendment will provide clarity and ease of compliance
by foreign companies. Foreign companies should only be obligated to support local companies within
their supply chain with which they have active supply contracts in place.

93. Amend the clause by inserting the following new subclause 4(4), “(4) Notwithstanding sub-section (3),
the Cabinet Secretary responsible for Trade shall, within six (6) months of the commencement of this Act,
develop a Sector-Specific Localization Plan in consultation with relevant industry stakeholders, including but
not limited to KAM, KEPSA, and representatives of foreign companies operating in Kenya. (a) The Sector-
Specific Localization Plan shall: (i) Define redlistic and achievable local content targets for each sector (e.g.,
FMCG, Logistics, Financial Services, Construction, etc.), taking into account the unique supply chain dynamics,
availability of local suppliers, and quality standards required by each sector; (ii) Establish a phased
implementation timeline specific to each sector, with clear milestones and targets (e.g., Year |: 40%, Year
2: 50%, Year 3: 60%, or alternative targets based on sector-specific analysis); (iii) Identify capacity building
requirements for local suppliers to meet the prescribed standards and volume requirements; (iv) Provide
mechanisms for monitoring and reporting on progress toward local content targets; and (v) Include provisions
for periodic review and adjustment of targets based on actual supply chain capacity and market conditions;
(b) The Sector-Specific Localization Plan shall be submitted to Parliament for approval before coming into
effect, ensuring transparency and accountability; and (c) Foreign companies shall comply with the local
content targets as defined in the approved Sector-Specific Localisation Plan for their respective sector, rather
than the fixed 60% requirement in sub-section (3)”.

94. Amend the clause by inserting the following new subclause, “(5) A foreign company may apply to the
Cabinet Secretary for a temporary exemption from the local content requirement in clause 4(3) or the Sector-
Specific Localisation Plan for a specific input or category of inputs by submitting a detailed written justification
demonstrating one or more of the following: (i) The input is not locally available in the required quantity,
quality, or specification within Kenya; (ii) The input does not meet the prescribed international quality
standards required by the foreign company's global quality assurance protocols, and no local supplier can
meet these standards within a reasonable timeframe; (iii) The input is a proprietary formulation, concentrate,
or ingredient protected by intellectual property rights (patents, trade secrets, trademarks) and is not
manufactured in Kenya, and the foreign company can demonstrate that the input is essential to the product
and cannot be substituted with locally available alternatives without compromising product quality, safety, or
brand integrity; (iv) The input is subject to international trade agreements to which Kenya is a signatory, and
sourcing from a member state of a customs union or trade bloc (e.g,, EAC, COMESA, ACFTA) is required or
preferred to maintain Kenya's obligations and competitive position; (a) The Cabinet Secretary shall review
the exemption application and either approve or reject it within thirty (30) days of submission. If approved,
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the exemption shall be: (i) Temporary in nature, with an initial validity period of two (2) years, subject to
renewal; (ii) Subject to periodic review, with the foreign company required to provide annual reports on efforts
to develop local alternatives or improve local supplier capacity; and (iii) Conditional on the company's
commitment to provide technical and capacity-building support to local suppliers to enable them to meet the
required standards within a specified timeframe; and (b) The Cabinet Secretary shall maintain a public
register of all approved exemptions, including the justification provided and the conditions attached, to ensure
transparency and to identify systemic gaps in the local supply chain that require government or private sector
investment”. The amended recommendation replaces a rigid, one-size-fits-all phased timeline with a
flexible, collaborative, and evidence-based framework that achieves the Bill's objectives while
respecting the realities of different sectors and inputs.

New Clause

Amend the Bill by inserting a new clause providing for exemption of companies that are set up for
exports orientation e.g. EPZs and SEZs. Kenya needs to leverage on the opportunities that exist out
of the country through the numerous bilateral and multilateral trade agreements including EAC,
COMESA, TFTA, AfCFTA, UK and EU EPA. This would dictate that Kenya fits into global supply
chains and is able to source and supply from and to global markets.

Amend subclause 4(5) to read as follows, “(5) A foreign company undertaking any business in Kenya
which requires agricultural produce as raw materials for the manufacture of goods shall source agricultural
produce from Kenyan farmers in accordance with targets established by the Cabinet Secretary responsible
for Agriculture, in consultation with relevant stakeholders”.

Insert the following new subclause 4(6) “(6) The Cabinet Secretary responsible for Agriculture shall, in
consultation with (i) Relevant industry stakeholders (including foreign companies, local farmers, farmer
cooperatives, agricultural exporters, and the Kenya Association of Manufacturers); (i) The Ministry
responsible for Trade and Industry; (iii) The Ministry responsible for Planning and National Development; (iv)
Agricultural research and extension institutions (e.g., KALRO, county agricultural departments); develop an
Agricultural Produce Sourcing Plan (APSP) that shall: (a) Establish realistic, crop-specific local sourcing targets
for key agricultural commodities (e.g, sugar, fruit, grains, vegetables, spices, etc) based on: (i) Actual
production capacity of Kenyan farmers for each commodity; (i) Seasonal availability and supply volatility
throughout the year; (iii) Quality standards and specifications required by foreign companies; (iv) International
trade obligations and regional trade agreements (e.g., EAC, COMESA); and (iv) Market demand and pricing
to ensure farmer viability and profitability; (b) Identify capacity-building and infrastructure requirements
necessary to increase local production and meet foreign companies' volume and quality requirements,
including: (i) Agricultural research and development to improve crop yields and quality; (i) Farmer training
and extension services to meet quality standards; (iii) Storage, processing, and logistics infrastructure to
reduce post-harvest losses and ensure year-round availability; and (iv) Value addition opportunities to increase
farmer income and product competitiveness; (c) Establish a phased implementation framework with clear
milestones and targets that can be adjusted based on: (i) Progress in local capacity development; (i) Changes
in market conditions and global commodity prices; and (iii) Technological innovations and productivity
improvements; (d) Align the APSP with Kenya's Medium-Term Plan (MTP) cycles, such that: (i) The APSP
shall be developed or reviewed at the beginning of each MTP cycle (currently every 5 years, with mid-term
reviews at 2.5 years); (i) Targets shall be reviewed and adjusted every 3 years to reflect changes in production
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capacity, market conditions, and technological developments; (iii) The APSP shall be submitted to Parliament
for approval before coming into effect, ensuring democratic oversight and transparency; and (e) Include
provisions for monitoring, reporting, and accountability, such as: (i) Annual reporting by foreign companies
on their actual agricultural sourcing from Kenyan farmers; (ii) Regular assessment of progress toward the
targets established in the APSP; (iii) Identification of bottlenecks and barriers to increased local sourcing; (iv)
Recommendations for policy adjustments or additional government support”.

98. Amend the clause by inserting the following new sub-clause 4(7), ““(7) Foreign companies shall comply
with the agricultural sourcing targets as established in the approved Agricultural Produce Sourcing Plan
(APSP) for their respective commodity or sector, rather than the fixed 100% requirement in sub-section

(5)".

99. Amend the clause by inserting the following new subclause 4(8), “(8) The Cabinet Secretary may grant
a temporary exemption or adjustment to the agricultural sourcing targets in the APSP if a foreign company
can demonstrate: (i) Force majeure events (e.g. drought, flooding, disease outbreaks) that have significantly
reduced local production capacity; (i) Temporary supply shortages due to seasonal factors or unexpected
market disruptions; (iii) Quality or food safety issues with locally produced agricultural produce that cannot
be resolved within a reasonable timeframe; and (iv) Extraordinary circumstances beyond the reasonable
control of the company or local farmers. Such exemptions shall be temporary (maximum |2 months) and
subject to the company's commitment to work with local farmers and the government to resolve the
underlying issue”.

100.Amend subclause 4(7) to cap the number of foreign workers from outside the East African
Community to six percent. And provide for attachment of a local employee as an understudy to the
expatriates. This will ensure that expatriates and other foreign workers from outside the EAC are
not employed to perform tasks that can be easily accomplished by a local employee. It also ensures
a transfer of skills to local workers, thereby enhancing their knowledge and expertise, as well as the
competitiveness of the Kenyan workforce.

10

.Delete subclause 4(8) and substitute it with the following subclause, “A person who fails to comply with

the provisions of this Act commits an offence and shall be liable to (a) issuance of a compliance notice
requiring corrective action within a specified period; (b) an administrative penalty as may be prescribed”.
Criminal sanctions, particularly imprisonment of company officers, are disproportionate for
regulatory non-compliance of a commercial nature. Local content requirements primarily involve
administrative obligations relating to procurement of thresholds, reporting, and supplier
participation, which are more appropriately enforced through administrative and regulatory
mechanisms.

102.Insert the following new subclause 4(10), “(10) Dispute resolution between companies and local suppliers:
(a) The Cabinet shall establish a mediation and dispute resolution mechanism to address disputes between
foreign companies and local suppliers regarding: (i) Quality standards and specifications for goods or services;
(ii) Pricing and payment terms; (iii) Delivery schedules and supply reliability; (iv) Contract terms and conditions;
and (v) Capacity building and technical assistance commitments; (b) Either party may request mediation
from the Cabinet Secretary, which shall: (i) Appoint a neutral mediator to facilitate discussions between the
parties; (ii) Conduct mediation sessions within thirty (30) days of the request; (iii) Seek to reach a mutually
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acceptable settlement within sixty (60) days; and (iv) If mediation fails, issue a non-binding recommendation
to guide further negotiations or legal proceedings; and (c) The Cabinet Secretary may also recommend
arbitration under the Arbitration Act (Cap. |5) if mediation is unsuccessful, with the costs shared between
the parties”. The amendment introduces a clear dispute resolution mechanism for matters arising
under Clause 4 on local content obligations. Given that compliance may involve complex
determinations relating to procurement thresholds, supplier qualification, or sector capacity,
disputes between companies and the regulatory authority are likely to arise.

New Clause

103.Amend the Bill by inserting the following new clause, “(/) A company shall not be liable for non-
compliance with the requirements of this Act where such non-compliance is caused by circumstances beyond
the reasonable control of the company; (2) Circumstances referred to under subsection () may include (a)
natural disasters; (b) civil unrest or public disorder; (c) pandemics or public health emergencies; or (d) any
other event that materially disrupts the company’s ability to comply with the provisions of this Act; (3) A
company seeking relief under this section shall notify the Cabinet Secretary or the designated authority of
the occurrence of such circumstances within a reasonable time; and (4) The C<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>