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EXECUTIVE SUMMARY

Through ongoing research into Kenya's horticultural export supply
chains, Feedback has uncovered systemic issues related to imbalances of
power and unfair trading practices in agricultural supply chains that hawe
a significant impact on food waste levels, as well as farmer livelihoods
and by extension food security. Last minute alteration or cancelation of
demand forecasts, unnecessarily strict cosmetic specifications and
unpredictable fluctuations in demand and price from retail buyers often
mean that farmers are left with large amounts of produce that they
cannot sell, as secondary markets are not responsive enough or lucrative
enough to absorb this produce.

We discovered that this offloading of risk is widespread in the Kenyan
agricultural sector producing food for European markets and indeed in
countries beyond Kenya such as Costa Rica and Ecuador. Mot only do
these issues result in high levels of wasted resources such as land, waste,
energy. agri-chemicals and fuel; they also cause severe financial loss to
exporters, farmers and farm workers. Financial risk is transferred down
the supply chain to the weakest actors forcing many into debt cycles and
reduced living standards.

As demand for luxury horticultural products is rapidly increasing owing
to the rise of middle class populations globally, other countries in the
continent are starting to gear their production towards servicing this
market. As a result, the problems facing Kenya at the moment, which are
endemic in the way international horticultural value chains function,
could be rapidly magnified if the African horticultural market is to follow
the same path as the Kenyan sector. In light of this, raising awareness of
the trade practices causing this unnecessary waste among stakeholders
and identifying the positive intervention points that will lead to systemic
change becomes all the more important.

In this context, the Rockefeller Foundation commissioned Feedback to
conduct further research into the Kenyan horticultural supply chain in
order to gain more insights into the causes of food waste and to identify
positive solutions that are particularly pertinent for the Kenyan context
but have the potential to be replicated across the African continent as
well as globally.



The aim of the report is to provide the evidence base that will help the
Rockefeller Foundation advance the global dialogue on the food waste
and food security agendas and will inform its strategic thinking on the
most effective leverage points along the value chain that will effect
systems change. We hope that the ewvidence will also offer the
opportunity to engage a range of stakeholders (large retailers, European
institutions and the wider public) around the issues in question.

To that end, the Feedback team carried out a two-week research trip to
collect further data and interview farmers, exporters and other
stakeholders. 21 semi-structured interviews were conducted with
farmers, exporters and day laborers, which can be found in the appendix,
the results of which are analysed in this report.

Through this in-depth investigation, we have identified two major causes
of waste in the Kenyan horticultural exports sector,

Firstly, cosmefic specifications imposed on exporters and farmers in
Kenya, predominantly by European retailers, have led to systemic waste
within the sector. Secondly, farmers and exporters complained of
frequent order cancellations and last minute forecast adjustments made
by their clients, resulting more often than not in large amounts of
unsellable food thatis either dumped or at best fed to livestock.

This report shines a light on these causes of waste whilst also identifying
positive solutions to this issue being developed in Kenya. These solutions
hawve the potential to significantly reduce waste; increase the availability
of food and enhance local and global food security; increase small-holder
farmer incomes and create employment opportunities locally, enhancing
the wellbeing of local communities.

A number of secondary markets have been identified where surplus
produce can be or is already diverted, including value addition initiatives
that introduce low-cost innovative solutions that provide significant
opportunities to increase on-farm income. There remain however a
number of challenges to developing these opportunities, which we have
highlighted in this report

Here, we summarise some of the key results from the interviews:



All of the farmers and exporters interviewed for this report
expressed having experienced problems with food being rejected
on the grounds of cosmetic specifications.

All farmers interviewed had experienced financial loss as a result
of the rejections caused by cosmetic specifications.

The average amount of food rejected at farm-level reported by
farmers was 32.9%

Exporters reported an average of 44.5% of produce being rejected
before being exported, inclusive of farm level waste.

Farmers reported having up to 50% of their produce rejected
because of cosmetic standards or order forecast amendments.

Farmers report being forced into cycles of debt as a result of
uncom pensated order cancellations

Exporters waste 30% of French beans through the practice of
‘topping and tailing” for cosmetic specifications



INTRODUCTION

This report focuses on Kenya as a case study to explore the issue of food
waste within the developing world, and is primarily concerned with the
countrys horticultural export supply chain.

Definitions: food waste and food foss

There is an evolving number of initiatives concerned with food losses’ in
the Global South. These initiatives generally refer to what has come to be
known as 'post-harvest losses (PHL), focusing on infrastructural issues,
poor harvesting methods and inadequate storage of crops. This
reportintends fto extend this discussion further fo  better
understand food waste in developing countries, as opposed to food
losses.

Food waste shall be understood by this report as any food intended for
human consumption being discarded or left to spoil as a result of actions
and decisions taken by stakeholders across the supply chain (farmers,
brokers, exporters, importers, retailers, and consumers)and which relate
to the way that the market is structured. This is separate to food loss as
defined abowve, which is not studied within the boundaries of this report.

A recent paper published by the Copenhagen Consensus Center
highlights the needs for improved infrastructure and technology to
reduce PHL in the global south, and estimates that the investment would
be “complementary to investments in long-term productivity growth to
achieve food security”'. However, as this report will show, there is also a
great need for reducing food waste that occurs independently from
improvements in PHL reduction. Food waste reduction can be achieved
with limited public investment compared to PHL reduction, instead
requiring innovations in business practises to avoid unfair trading
practises that force farmers to waste their produce. Recommendations
have been made in light of the findings later in this report.

The Kenyan horticultural export sector

Horticultural exports make up 23% of Kenya's GDP, being the countrys
greatest foreign exchange earner’. This industry directly employs 4.5
million people, whilst indirectly supporting a further 3.5 million through

L Rosegrant, M et al, 2015 Food Security and Nutrition Assemert Paper: returns to investrment in
reducing postharvest food lessesand increasing agricukural preductivity growth. Copenhagen
Consensus Center

: FPEAK, 2014. Fresh Producer Exporters Associotion of Kenya. [onling] Accessed an 24th December
2014, Available from: www fpeak.org



trade and related activities’. Fruit and veqgetables are the second and
third most important exports in this subsector after flowers, with French

beans being the main vegetable grown®.

Two causes of food waste have been idenfified in this report. The first
asscciated with cosmetic specifications. Such specifications detail the
exact shape, sze, and colour that produce should be in, and are not
related to the safety or nufritional quality of the product These
specifications are created by major European retailers and result in a
large amount of fresh quality food perfectly fit for human consumption
either being |eft in Fields to rot, or alternatively graded out as ‘rejects’ as
they mowve up the supply chain.

The second cause of food waste identified by this report relates to order
cancellations and |ast-minute forecast adjustments These trading
practices originate at the top of the supply chain, either from refailers or
importers and middlemen. When an order is cancelled, exporters and
farmers are often |left with no other markets for their produce. Some
larger exporters are able to send cancelled orders to other customers at
short notice, but for the most part the produce is either dumped, or
returned to the farmer. Order cancellations can coccur before or after the
preduce has been harvested, sometimes even hours before it s due to be
exported after being graded and packed in Nairobi

These policies result in financial loss for exporters and farmers and in
some cases lead to farmers and day labourers not being paid at all.
Whilst some farmers are aware of order cancellations, many only
experience what they believe to be produce repections Produce is
rejected by the exporter for arbitrary reasons, when in fact the farmers
have good reason to believe that their preduce is being rejected simply
because there s a discrepancy between the forecasted order and the
actual demand for their product.

Food waste directly translates into further waste when the wider picture
s taken into consideration. Land, waier, seeds, labour, agro-chemicals,
and fuel are all wasted if focd that has been grown for consumption
never reaches the mouths of pecple. Az one agricultural expert
expressed during an interview, “food wastage goes beyond just the food
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