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FOREWORD

t gives me great pleasure to write this

foreword to the First Annual Progress Re-
port (APR) on the implementation of the
First Medium Term Plan (2008-2012) of the
Kenya Vision 2030.

Many Kenyans will be aware that at the
end of the implementation of the Econom-
ic Recovery Strategy for Wealth and Em-
ployment Creation (ERS) 2003-2007, Ken-
ya formulated the Kenya Vision 2030 policy
blueprint, whose general scope is to cre-
ate a cohesive, equitable and just society
based on democratic principles grounded
in the existing rich and diverse cultures and
traditions of Kenya. The Vision is to be im-
plemented in five year rolling plans known
as the Medium Term Plans (MTPs), the first
of which covers the period 2008-2012. The
MTP outlines palicies, reform measures,
projects and programmes agreed upon by
the Grand Coalition Government

This First Annual Progress Report (APR)
of the MTP (2008-2012) reviews bench-
marks, targets, outputs/outcomes and as-
sesses the progress achieved in the imple-
mentation of projects and Programmes at
both the national and sub-national levels.
It assesses government’s performance dur-
ing the last one year of the delivery of flag-
ship projects and the implementation of
projects and programmes focusing on the
macroeconomic framework, foundations
for national transformation, economic, so-
cial and political pillars whilst also review-
ing the implementation framework.

Within the first year of the implementation
of the MTP, priority areas scheduled includ-
ed projectsgeared towards national healing,
reconciliation and rapid economic growth
to reverse the damage and set-backs expe-
rienced during the 2007 post-election crisis.
The document gave priority to equity meas-
ures that would facilitate reconciliation and
overall national economic growth.

In the macroeconomic sector, a number
of policy instituting and structural reforms
aimed at enhancing macroeconomic sta-
bility and improving the competitiveness
of the economy were initiated. These in-
cluded fast-tracking and improving imple-
mentation frameworks and the inclusion of
private sector players in the management
of public sector operations. Specific pro-
grammes implemented included, ‘Profiles
of the poor and their needs, while a reg-
istered achievement included the raising
of the average annual income per person
from an estimated USS 650 in 2006 to USS
793.51 in 2008 thus exceeding the target of
2008/2009 of USS 782.

The report also shows that the general Eco-
nomic Performance was below average. The
Tourism sector performed poorly, mainly
due to the reduced number of visitors and
high cost of jet fuel worldwide that led to a
marked decrease of 19.2 percent in tourism
earnings from 65.2 billion in 2007 to 52.7
billion in 2008. Volumes of international ar-
rivals decreased to 1.2 million in 2008 from
1.9 million in 2007. Various sectors of the
economy registered modest growth while
others registered outright negative growth.

The MTP recognised the central role played
by improved and expanded national physi-
cal infrastructure which includes roads, rail
network, water and airports. It is for this
reason that the MTP targeted increased in-
vestment in the infrastructure sector as a
way of lowering the cost of doing business
and increasing the competitiveness of the
country. A number of efforts initiated to-
wards the improvement of infrastructure
covered the road, rail and air transport as
well as energy provision.

The report also covers programmes un-
der the political pillar that aim at laying the
foundation for democratic and accounta-
ble political systems, Areas covered include
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flagship projects that take into considera-
tion the effects of the 2007 post-election
crisis with the aim of building strong gov-
ernance and rule of law as foundations for
achieving the national long-term vision.

As minister responsible for the coordina-
tion of the implementation of Kenya Vision
2030, | call upon Kenyans to appreciate that
the year gone by was fraught with a lot of
challenges especially in the area of recon-
struction and reconciliation and whatever
modest achievement that has been regis-
tered should be used as a building block for

greater things to come. Itis a challenge to all
of us as Kenyans to realise that the success-
ful implementation of the MTP (2008-2012)
in particular, calls for dedication and com-
mitment that involves private sector partici-
pation boosted by input from development
partners.

Lastly may | call upon all stakeholders to
view this report as a useful document that
provides a window within which to scruti-
nise and appraise progress achieved against
the intended programmes under our long
term national policy blueprint.

Hon. Wycliffe Oparanya, EGH; MP

Minister of State for Planning, National Development and Kenya Vision 2030

x | The First Annual Progress Report




ACKNOWLEDGMENTS

efforts displayed by the government’s

technical officers involved in the produc-
tion of the First Annual Progress Report for
the First Medium Term Plan of the Kenya Vi-
sion 2030 policy blueprint.

Iwish to acknowledge the tremendous

Many thanks go to the many officers both
from the Ministry of State for Planning, Na-
tional Development and Vision 2030, oth-
er line Ministries and government agencies
who participated in the process of collect-
ing, collating and synthesizing information
that formed the bulk of the foundational
material used in this document.

These officers benefited greatly from inputs
provided by the Central Project Planning
and Monitoring Units who were respon-
sible for the preparation of the Ministerial
Annual Monitoring and Evaluation Reports
(MAMERSs). Verification of key findings was
conducted by a technical working group led
by staff from the Monitoring and Evaluation
Directorate. | do, indeed, appreciate the ef-
forts and contributions of each and every
one of these officers.

| also duly commend the efforts by Perma-
nent Secretaries and technical officers from
the various ministries who took upon them-
selves to participate in a series of quality as-

surance sessions that ensured that critical
activities being implemented within their
areas of jurisdiction were clearly captured
and reported. Their efforts and commit-
ment ensured that we came up with a tech-
nically sound report. It is worth noting too,
the untiring efforts and supervisory support
provided by the Economic Planning Secre-
tary, Mr Stephen Wainaina and the coor-
dination of the whole exercise provided by
the Director of the Monitoring and Evalua-
tion Directorate, Mr Samson Machuka and
ably assisted by Mr Peter Njoroge.

The preparation of the report has been
made possible with resources from the
Government of Kenya with additional sup-
port coming from the World Bank funded,
Public Financial Management Reform Pro-
gramme, based at the Ministry of Finance.
The contribution of all development part-
ners who made this work a success is duly
acknowledged.

Finally, | wish to express my gratitude for the
editorial contribution of Dr George Outa,
and other editors who read the drafts and
greatly improved the overall quality of the
report.

To one and all, thank you very much.

s

Dr Edward Sambili, CBS

Permanent Secretary




EXECUTIVE SUMMARY

his Annual Progress Report (APR)

for the Medium Term Plan (MTP)

for the Kenya Vision 2030 provides

a review of the progress achieved

in the first year of the implemen-
tation of the MTP that covers the period of
July 2008 — June 2009. It undertakes to as-
sess the performance of the various param-
eters and progress achieved in meeting the
various targets and bench marks contained
inthe MTP.

The report has benefited from data and in-
formation contained in the various docu-
ments such as the Ministerial Monitoring
and Evaluation Report (MAMERs), District
Monitoring and Evaluation Reports (DAM-
ERS) and progress reports from various
government agencies, and several MDAs
responsible for tracking progress in the im-
plementation of policies, programmes and
projects across government were also inter-
viewed.

The APRs are prepared with the intention
of both reporting and providing informa-
tion on the implementation and progress of
government development plans while pro-
viding updates on mid-term priorities. They
are a means of assessing programmes and
provide the impetus for setting the develop-
ment agenda for the subsequent year. APRs
highlight fundamental elements, evaluate
performance and provide analysis of out-
comes and feedback on shortcomings iden-
tified in assessments done by development
partners. The APRs also indicate the role of
annual reporting by providing information
on the implementation progress to key do-
mestic and external stakeholders.

Enablers/Foundations

Under the energy sector some 124 MW ad-
ditional power was installed during the year
under review and 10 explorations well were
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drilled among other activities carried out in
an effort to increase power output and ac-
cess to electricity. Other sources of energy
generation being explored include: Petro-
leum, Solar electricity generation, Geother-
mal resources, Coal fired plant, Small hydro-
power generation and co-generation from
Cane Bagasse and other Agricultural waste.

Under the rural electrification programme,
as at the end of 2007/08 financial year, a to-
tal of Kshs 24 billion was spent in financing
rural electrification projects, out of which
Kshs 16.9 billion was raised internally and
Kshs 7.1 billion sourced from development
partners. However this sector requires huge
investments towards infrastructure devel-
opment to enable the nation meet energy
requirements. Much is required in terms
of resource Mobilisation, increased public-
private partnership participation and the
adoption of prudent utilisation of resources
for optimal sector growth.

ICT development is viewed as fundamen-
tal to the success of any nation and success-
ful implementation of the Vision 2030 is to
a large extent hinged on the development
of ICT to meet the human resource require-
ments for a rapidly changing and diversified
economy. It is hoped that the extensive use
of ICT would lead to knowledge generation
to leverage Kenya’s relationship with other
developed countries. Some of the targets set
in this sector included the creation of 7,500
BPO jobs by 2012, construction of 5,500 Km
of under sea cable and 5,000 Km of terrestri-
al fibre optic cable, among others.

Science, Technology and Innovation having
been recognised as essential for econom-
ic growth and competitiveness, have also
been noted as key components of social in-
tegration, sustainable development and
poverty eradication. Several programmes
were identified for implementation with-
in the MTP which include: Strengthening of




ST & | capacities and capabilities to support
key national transformation areas, develop-
ing a pool of qualified ST & | personnel for
key national transformational areas, intensi-
fication of innovation in key priority sectors,
enhanced awareness of higher education,
science and technology and innovation and
expanding access to equitable, quality and
relevant higher education and technical, in-
dustrial, vocational and entrepreneurship
training. In order to Increase innovation in
key priority sectors the Research Fund was
operationalised and a total of Kshs 150 mil-
lion disbursed during the review period as
research grants. Within the Fund, strategic
research collaboration was also established
with the Republic of South Africa and several
other collaborations initiated and reviewed.
In addressing access to tertiary education,
13 institutions were upgraded to University
Colleges and it is expected that these Uni-
versity Colleges will be fully pledged nation-
al public universities by 2012.

In the area of land utilisation, the govern-
ment set out to implement key policies on
Land, Land Use and Spatial Data Infrastruc-
ture, Progress achieved includes the for-
mulation of National Land Policy in which
a Sessional Paper was developed ready for
discussion by Parliament Land Reform Trans-
formation Unit has been established to co-
ordinate the implementation of the policy.
The draft National Land Policy is intended
to provide an overall framework and define
key measures required to address the criti-
cal issues of land administration, access to
land, land use planning, restitution for his-
torical injustices and environmental degra-
dation among others.

This draft policy has already been approved
by the Cabinet. Other areas being addressed
in the policy include the National Spatial
Data Infrastructural Policy, the Land Infor-
mation Management System, Land Cover
and Land Use Mapping, the National Land
use and Spatial Plan and the modenisation
of the Land Registries.

Public Sector Reforms is viewed as central
to successful implementation of govern-
ment development goals and objectives.
The world over, the public sector is regarded
as a pivot to economic growth and respon-
sible for the creation of an appropriate and
conducive environment in which all sectors
of the economy are enabled to perform op-
timally. Reforms in the public sector em-
braced socio-economic development, po-
litical and national cohesion as envisaged in
the three pillars of The Kenya Vision 2020.
Reforms included consolidating and scaling
up the gains realised during the ERS period
and strengthening the link between plan-
ning, budgeting, programme implementa-
tion and coordination. Other areas spurred
improvement of performance management
and Human resource management, the
adoption of international best practices in
reform programmes and institutionalisation
of Results Based Management (RBM), trans-
forming leadership and developing new
competencies for government.

Security, Peace Building and Conflict Man-
agement. This this is a major element in
achieving the targets contained in The Vi-
sion 2030. Consequently, Kenya set out to
build strong and sustainable frameworks for
peace and security to ensure that all inter-
nal conflicts and differences were resolved
within the confines of the law. Priority are-
as to be addressed included the promotion
of sustainable peace and security, increased
democratic ideas and national unity, de-
fending the country against external aggres-
sion, deepening policy, legal and institution-
al reforms and curbing drug and substance
abuse. Other areas included curbing small
arms usage and trafficking, tightening bor-
der surveillance, institution programmes
for integration of ex-security personnel and
other reformed offenders. Included also was
enhanced collection, analysis and dissem-
ination of accurate and up-to-date intelli-
gence information including bio-data and
the promotion of sustainable public-private
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partnership in policing and the provision of
security services.

The Economic Pillar

Tourism Sector: In the MTP 2008-2012, the
Tourism sector is envisaged to treble nation-
al earnings by increasing international arriv-
als from 1.6 million to 3 million, while also
increasing the average spending per visi-
tor from Kshs. 40,000 to Kshs. 70,000. To
achieve this, three resorts cities were to be
developed in Isiolo, Diani/Ukunda and Kili-
fi and the country’s premium Safari Parks
were to be improved and high value niche
products introduced among other interven-
tions

However, during the period under review,
the sector witnhessed one of its worst per-
formances in recent years. This was attrib-
uted to perceived instability and rising lev-
els of insecurity, negative travel advisories
that were issued against Kenya by countries
which form the key tourist source markets.
The advisories discouraged and led to re-
duced numbers of tourists visiting Kenya.
This was further compounded by the high
cost of jet fuel, a rise in commodity prices
and exchange rate fluctuations. As a result
tourism earnings decreased from Kshs 65.2
billion in 2007 to Kshs 52.7 billion in 2008,
representing a 19.2 percent drop. The vol-
ume of international arrivals decreased to
1.2 million in 2008 from 1.8 million in 2007.

In 2008/09, an Inter-Ministerial Taskforce
coordinated by the Ministry of Tourism
was formed to conceptualize the Isiolo Re-
sort City project by exploring suitable so-
cio-economic activities befitting a resort
city, project geographical area and land ac-
quisitions requirements, infrastructural and
service development requirements, fund-
ing, project institutional framework and ac-
tion plan.

Agriculture, Livestock and Fisheries Sec-
tor: The Agricultural sector dominance re-
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mained strong not only as a key driver of the
economy but also in ensuring food securi-
ty, job creation, income generation, foreign
exchange earnings and linkages with other
sectors including industrial development
within the Medium Term Plan 2008-12 of
The Kenya Vision 2030 framework, despite
the post-election violence and drought that
was observed during the year under review.

In 2008/09, the sector reported dismal
growth of zero percent from negative 2.7 in
2007/08, 4 new agro-processing technolo-
gies were developed and Kshs. 2.27 billion
realised from exports of livestock and live-
stock products.

Manufacturing Sector: The sector is cru-
cial in the transformation and develop-
ment of the economy into a newly indus-
trialising country. The sector’s contribution
to Gross Domestic Product (GDP) increased
from 10.4 percent in 2007 to 10.6 percent in
2008. Previously, the sector was on an up-
ward trend growing at 4.7 percent in 2004
and 6.5 percent in 2007 but was negative-
ly affected by both external and internal
shocks in 2008 and recorded a growth of 3.8
percent during the year.

Wholesale and Retail Trade Sector: The sec-
tor remains one of the key sectors to drive
the Kenyan economy towards attainment of
The Vision 2030 goals. The sector comprises
formal and informal wholesale trade and re-
tail trade; distribution, international trade,
trade in services and electronic trade.

The sector’s growth has been on a declining
trend since 2007 when it recorded a growth
of 11.5 percent before declining to 5.1 per-
centin 2008. The slowdown in economic ac-
tivity, high fuel prices and the inflationary
pressure experienced in 2008 affected the
sector through increased operating costs
for suppliers and reduced demand for com-
modities as the real incomes of consumers
declined.

Business Process Outsourcing Sector: The
subsector aims at transferring non-core




on factors that negatively affect ed-
ucation was also conducted.

Health: The main goal of the health sector
is to provide affordable and quality health
care to all citizens, involving (among other
things) the restructuring of the health de-
livery system in order to shift the emphasis
to preventive and promotive health-care,
which will lower the nation’s disease bur-
den. Among the health sector targets to be
achieved in the next five years include:

1. The reduction of under five years
mortality rates from 120 to 33 per
1000.

2. Reducing maternal mortality to 410
to 147 per 100,000 live births.

3. Increasing the proportion of birth
deliveries by skilled personnel from
42 percent to 95 percent, increasing
the proportion of immunized chil-
dren below one year from 71 per-
cent to 95 percent.

4. Reducing cases of TB from 888 to
444 per 100,000 persons.

5. Reducing the proportion of in-pa-
tient malaria fatality to 3 percent.

6. Reducing the HIV prevalence rates
to less than 2 percent.

Achievements

The government continued to invest in the
construction of and rehabilitation of health
care infrastructure which was complement-
ed by LATF and CDF funding.

1. A Community Strategy to enhance
awareness of promotion and pre-
ventive aspects of health was devel-
oped.

2. A Human Resource Strategy was de-
veloped.

xvi | The First Annual Progress Report

3. A draft report on Health Policy
Framework with data analyses and a
roadmap compiled.

4. Pilot coverage for the outpatient
cover launched in November 2009
in two sites in Western Kenya and
Nairobi.

5. A Cabinet Memorandum on the Re-
vitalisation, restructuring and ex-
panded coverage of the National
Health Insurance Fund (NHIF) to in-
clude informal employees was pre-
pared, presented to the Cabinet and
returned for revision.

The Political Pillar

Governance, Peace Building and Con-
flict Management: The Vision envisag-
es putting in place a strategy for improving
governance and the rule of law focusing on
rebuilding confidence among Kenyans, par-
ticularly in light of 2007 post-elections crisis.
The aim is to ensure that the safety and se-
curity of Kenyans is guaranteed at all times;
that Kenyans from all walks of life have equal
access to justice and that disputes will be re-
solved through non-violent, amicable and
legally-sanctioned mechanisms. The follow-
ing interventions were to be implemented:

1. Piloting of a national CCT/Camera
Surveillance project in four major
urban locations of Nairobi, Momba-
sa, Kisumu and Nakuru;

2. Development of an additional
20,000 housing units for Police Staff
Housing;

3. Establishment and operationalisa-
tion of National Security Data Cen-
tre and the rolling out of the Nation-
al Community Policing initiative to
all parts of the country;

4. Finalise new draft constitution
through a national referendum;




Sy

Establish and operationalise Truth,
Justice and Reconciliation Commis-
sion (TJRC);

Establish a permanent Ethnic and
Race Relations Commission of Kenya.

Appreciable progress was made as follows:

1.

In 2008/2009, two Constitution-
al Bills, namely, the Constitution of
Kenya Review Bill (2008) and the
Constitution of Kenya (Amendment)
Bill (2008) were passed by Parlia-
ment and assented to by H.E. the
President;

The Truth, Justice and Reconciliation
Bill was enacted in 2008 and came
into force on 9" March 2009. Parlia-
ment considered and approved the
list of TIRC commissioners on 25th
June 2009. The Commissioners were
eventually appointed by the Presi-
dent on 22" July 2009. The Commis-
sioners were officially sworn on Au-
gust 3" 2009 and have established a
Secretariat;

The Kriegler Commission was ap-
pointed by the President on 14"
March 2008 through a Gazette No-

tice. On 17" September 2008, the
Commission’s report was submitted
to H.E. the President. Cabinet ap-
proved the implementation of the
Kriegler Report on the 14™ October
2008 and established a 10-mem-
ber Committee to prepare an imple-
mentation plan. On 27" November
2008, the Cabinet considered and
approved the matrix for the imple-
mentation of the Kriegler Report;

Electoral Commission of Kenya
(ECK) was disbanded and replaced
with the Interim Independent Elec-
toral Commission (lIEC) and the In-
terim Independent Boundaries Re-
view Commission (IIBRC) following
the enactment of the Constitution
of Kenya (Amendment) Act of 2008
and its commencement on 29" De-
cember 2008;

. The National Cohesion and Integra-

tion Bill was enacted in 2008 and
came into force on 9" March 2009.
The Act establishes the National Co-
hesion and Integration Commission
to promote national cohesion.
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1.1 Background to the APR

The Medium Term Plan of The Kenya Vision
2030 constitutes the first phase of the im-
plementation of a key policy document,
which seeks to transform Kenya from its
present status into a modern, globally com-
petitive, middle-income country, offering
a high quality of life for all citizens by the
year 2030. The first year of the implemen-
tation of MTP covering the period July 2008
to June 2009 has ended hence the need for
an assessment of performance on various
parameters during the period. Consequent-
ly, it has been deemed important to carry
out an assessment on progress made in at-
tempts to achieve the various targets and
benchmarks contained in the MTP by way of
an Annual Progress Report (APR).

The APR is prepared by way of reviewing
various documents such as the Ministeri-
al Annual Monitoring & Evaluation Reports
(MAMERs), District Annual Monitoring &
Evaluation Reports (DAMERs), Progress Re-
ports of various government agencies etc.
The report also benefits from direct inter-
views with Senior MDA staff and more so
those charged with the responsibility of
tracking progress in the implementation of
policies, programmes and projects across
government offices.

The focus of the review is on the bench-
marks, targets, outputs/outcomes provid-
ed for in the First Medium Term Plan of Vi-
sion 2030, and other supporting documents
such as the handbook on national, secto-
ral and district indicators whose prepara-
tion was coordinated by the Monitoring and
Evaluation Directorate (MED) in the Min-
istry of State for Planning, National Devel-
opment, and Vision 2030 (MSPNDV2030).
Progress in the implementation of the tar-
gets and benchmarks in the District Devel-
opment Plans/Ministries’ Strategic Plans
have also been given substantial considera-
tion in this report.
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This report provides information on what
has been addressed in the Implementation
of the MTP including:

1. Policy review.
2. Targets Set.

3. Achievements and Implementation
Progress.

4. Challenges.

Lessons Learnt and the Way for-
ward.

1.2 Kenya Vision 2030

The Kenya Vision 2030 policy imperative
takKshs over from the just completed era of
the Economic Recovery Strategy for Wealth
and Employment Creation (ERSWEC) imple-
mented during the period 2003-2007. Dur-
ing this period, Kenya witnessed a sustained
economic growth in all sectors of the econ-
omy from a slow growth of 0.6 % in 2002 to
a projected 7% in 2007. The Kenya Vision
2030 is a long term development blue-print
that is expected to transform the country
into a rapidly industrialising middle-income
nation by the year 2030.

The Vision aims to create a cohesive, equi-
table and just society based on democratic
principles and issue-based politics ground-
ed on the existing rich and diverse cultures
and traditions. It is against this background
that the Kenya Vision 2030 was conceived
to be implemented by way of 5 year roll-
ing plans known as the Medium Term Plans
(MTP). The first of such MTP covers the pe-
riod 2008-2012.

1.3 The First Medium Term
Plan of the Kenya Vision
2030

The First MTP of The Kenya Vision 2030

covers the period 2008/09 — 2012/13 and
mainly focuses on three broad areas name-




ly: Economic, Social and Political pillars. It
identifies key policy actions, reform pro-
grammes and projects to be implemented
over the period with the overall objective of
realizing a higher and sustainable growth of
the economy in a more equitable environ-
ment, accompanied by increased employ-
ment opportunities.

In summary the following interventions are
envisaged:

Economic Growth Targets: GDP growth ex-
pected torise from 7.1% in 2007 to 7.9-8.7%
and 10% in 2009-2010 and 2012 respective-

ly.

Tourism: Treble national earnings by in-
creased tourist arrivals from 1.6 million in
2007 to 3 million by 2012. Increase the aver-
age spending per visitor from Kshs. 40,000
in 2007 to Kshs. 70, 000 by 2012.

Agriculture and Livestock: Maintain growth
in Agriculture and livestock at 6-8% by im-
proving access to farm inputs, improving
farm prices, creating 5 disease free zones,
and irrigating additional 1.2 million hec-
tares.

Manufacturing and Wholesale Trade: In-
crease growth in the sector to 10-12% by
2012 from the 5% in 2007. This was to be
achieved through establishment of two Spe-
cial Economic Clusters in Mombasa and Kis-
umu. In addition five SMEs and Industrial
Parks were to be set up.

ICT and BPOs: A BPO and digital villages
were to be established to help in lowering
the cost of providing ICT goods and services.
The BPOs are expected to create 7,500 jobs
and to increase the sectors contribution to
GDP by Kshs. 10 billion.

Financial Services: The Financial services
Sector is expected to mobilise the savings
and investments required for the imple-
mentation of flagship projects. An estimat-
ed Kshs. 500 million investment is required.
The finances are expected to be raised from
Government (Kshs. 250 billion), local and

foreign private sectors. The PPP arrange-
ments were being considered for this kind
of financing.

Employment and Job creation: The MTP
seeks to create 3.5 million additional jobs by
2012, reduce poverty from 46% in 2007 to
28%, and increase per capita incomes from
USS 650 to USS 992 by 2012.

Education: The overall aimis to raise literacy
levels to those of middle income countries
by 2012. Key activities in this area include:
Constructing and equipping 560 secondary
schools, building at least one boarding pri-
mary school in every constituency in ASAL
districts, integrating Early Childhood Edu-
cation into the mainstream education pro-
grammes and employing additional 28,000
teachers. Also targeted is raising primary to
secondary education transition rates to 75%
and secondary to university to 15%.

Health: Equip District Hospitals, Health
Centres and Clinics to offer sufficient Health
services across the country. Community
Health Units to be introduced to offer health
services to local populations. Provide suffi-
cient staff and enabling infrastructure to en-
sure affordable health services for all Ken-
yans.

Water: The MTP aims to increase access
to potable and clean water to all Kenyans
through various programmes including re-
habilitation of 5 water towers, promoting
water storage and harvesting through the
construction of multipurpose dams with ca-
pacity to store 2.4 billion cubic meters and
development of sanitation and urban sew-
erage programmes.

Gender, Vulnerable Groups and Youth: Gen-
der issues continue being mainstreamed in
government operations across the board
to ensure gender equity in all aspects of
the society. Ensure that women have a 30%
representation in recruitment, promotion
and appointment at all levels. Youth, the
aged, disabled and any other disadvantaged
members of the society will be targeted
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to enhance their welfare and productivity
through various programmes. The Youth En-
terprise Fund will be strengthened and ex-
panded to cater for more people. Youth pol-
ytechnics will be revived and strengthened
to impart critical development skills to the
youth.

Housing: Plans to construct 200,000 units
annually by 2012. This is to ensure sufficient
housing of high quality standards for Ken-
yans. Enhance the capacity of Local authori-
ties’ to provide land for construction.

Physical Infrastructure: Strategies and
measures to be pursued include strength-
ening the institutional framework for in-
frastructure development; raising the ef-
ficiency and quality of infrastructure and
increasing the pace of implementation of in-
frastructure projects. A national spatial plan
will be developed. A target of 64,500km of
well maintained motorable roads was set. A
free port to be constructed at Dongo Kundu
Mombasa. A rapid bus and rail system to be
constructed in Nairobi Metropolitan area to
serve as a prototype for other areas.

Energy: A million households have been
targeted for connection to the main grid at
a cost of Kshs. 84 billion by 2012. Kenya was
also to be connected to the main South Af-
rican electricity grid through Tanzania at a
cost of USS 110 million.

Governance, Peace Building and Conflict
management: The country will continue to
improve on governance and the rule of law
to ensure that there is equal access to jus-
tice and that disputes are resolved through
non violent, amicable and legally sanc-
tioned mechanisms. Key among these will
be the constitutional review and reforms in
governance institutions such as Police, pris-
ons, Electoral Election process re-engineer-
ing, etc.

1.4 First APR for Kenya Vision
2030 Compared to the
APR Prepared under the
ERS (2003-2007)

The first APR of The Kenya Vision 2030 cov-
ers the first year of the implementation of
the MTP and taKshs over from the last one
by building on the successes and challeng-
es of the ERS. The MTP main objective is to
hasten job creation, poverty reduction and
improve income distribution and gender eq-
uity to attain balanced development to all
regions of the country.

The last APR for the ERS was prepared with-
in the framework of the National Integrated
Monitoring and Evaluation System (NIMES)
with the aim of reviewing the progress made
during the implementation of the ERS with-
in the key performance indicator and targets
setin the investment programme (IP-ERS). It
assessed the implementation of the ERS on
the basis of economic growth, equity and
poverty reduction and good governance,
security and the rule of law while providing
the overall assessment of the effectiveness,
sustainability, and relevance and impart of
the ERS.

1.5 Purpose of the APR

The APR is produced with the intention of
reporting on the implementation process
of government development plans as well
as providing an update on mid-term priori-
ties. Where appropriate, APRs are used by
various governments as means of assess-
ing progress made and as a preliminary step
towards setting the agenda for the subse-
quent year.

The APR is generally expected to highlight
fundamental elements which include an
evaluation of performance and analysis of
outturns and feedback on specific short-
comings identified in past World Bank/IMF
Joint Staff Advisory Notes and Joint Staff As-




sessments. In addition, APRs indicate how
annual reporting is used as a means of pro-
viding information on the implementation
progress to key domestic and external stake-
holders. Whenever necessary, such reports
suggest modifications to strategies, policies,
targets, and indicators used to track the im-
plementation.

1.6 Methodology Used in the
Preparation of the APR

The APR has been prepared within the
framework of the National Reporting Frame-
work the (indicator handbook), targets and
benchmarks in the MTP matrix within the
framework of National Monitoring and Eval-
uation System (NIMES). The NIMES provides
a mechanism for feedback on the budget
allocation system to ensure that future ex-
penditures are tailored to maximise their

impact. The M&E system is based on both
central and devolved reporting. A key out-
put of the central level system entails the
provision of annual submissions by minis-
tries on the progress made against objec-
tives and the achievements stipulated in the
MTP. The various sectoral chapters of this re-
port have been developed from these sub-
missions. With regard to the devolved struc-
ture, a system of district monitoring was set
up during 2005, with District Annual Moni-
toring and Evaluation Reports (DAMERs) be-
ing prepared every financial year.

Furthermore, the current report has fo-
cused on 48 national outcome indicators
and targets broadly identified as suitable
for summarizing the national performance
on sector basis. These indicators have been
used in the preparation of the first APR of
the MTP (2008-2012).
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2.0 Overview

The Vision 2030 and its MTP recognised that
sustainable economic growth, poverty re-
duction and equity would be achieved in a
stable macro and fiscal environment. Sub-
sequently a medium term macroeconomic
framework for the MTP period compatible
with Vision2030and Coalition Government’s
development agenda was developed.

The macro framework also addressed key
structural reforms to be implemented to
bolster broad based economic growth that
would address social-economic challenges
such as wealth creation, equity and quality
of life of all Kenyans.

This chapter therefore gives progress made
in achieving macro and fiscal targets, struc-
tural reforms and medium term employ-
ment targets in the first one year of MTP im-
plementation.

2.1 Overall and Sectoral Real
GDP Growth Targets

The First Kenya Vision 2030 Medium Term
Plan 2008-2012 real GDP growth targets for
the years 2008 and 2009 are 4.5 % and 7.9
% respectively. As shown in Table 1, in 2008
the economy grew by 1.7 %; 2.8 percent-
age points lower than the targeted growth
for the year. The lower growth in 2008 was
due to slow recovery of the economy from
the effects of the post-election violence, un-
favourable weather conditions which ad-
versely impacted the growth of agriculture,
and the effects of the global financial and
economic crisis which negatively impacted
key sectors of the economy such as tourism
and contributed to lower export growth and
capital inflows.

Table 1: Real GDP — Targeted and Actual Growth Rates

2008 (Target) 2008 (Actual) 2009 (Target)
Overall GDP 4.5 1.7 7:9
Agriculture 2 i -5.1 8.1
Industry 5:1 4.9 93
Services 53 2.6 8.0

As shown Table 1 agriculture, industry and
service sectors failed to achieve the 2008
targets; agriculture sector registered the
largest deviation. The agriculture sector was
targeted to grow by 3.1 % but registered
massive contraction of 5.1 %. The negative
growth of the agriculture sector was due to
inadequate rainfall in various parts of the
country, effects of post-election violence
and high prices of agricultural inputs and
lower agricultural prices in the export mar-
ket. Industry grew by 4.9 % compared to the
target 5.1 %. The relatively better sectoral
performance registered by the sector is ex-

8 | The First Annual Progress Report

plained by high growth in the construction
sub sector of 8.3 % in 2008 compared to 6.9
% in 2007 and growth in the other manufac-
turing sub sector category of 6.3 % in 2008
compared to 5.2 % in 2007. The Services sec-
tor grew by 2.6 % in 2008 compared to tar-
get of 5.3 %. This poor performance was due
to significant reduction in growth of hotels
and restaurants sector which recorded mas-
sive contraction of 36.1 % mostly on account
of reduction in growth of tourism with inter-
national arrivals declining by 33.8 % in 2008.
Other services sub sectors such as Transport
and Communications and Financial servic-




es also experienced deceleration in growth
in 2008 due to the impact of lower growth
in other sectors and on account of external
factors such as high international crude oil

had been predicated on normal weather
conditions, a favourable external econom-
ic environment and increased trade and in-
vestment.

prices and the impact of the global financial
crisis.
2.2 Performance of Key Macro

Estimates of first and second quarter GDP i :
e Economic Indicators

growth by KNBS indicate that the economy
grew by an average of 3 % in the first half of
20009. Itis likely that the economy will grow
by between 2.5 and 3.5 % in 2009; much
lower than the target growth of 7.9 % which

Table 2 below outlines the MTP targets
and outcomes for main macro economic
variables for the fiscal years 2007/08 and
2008/09.

Table 2: Main Macroeconomic Indicators — 2007/08 and 2008/09 — Targets and Actuals

::joowos (Tar FY 2007/08 (Actual) _::.I\-’arget}ZOOSIOQ :::”(1(18/09 (Ac-
National accounts and pric-
es (% change)
Real GDP 5.7 4.4 6.2 24*
CPI 28.5 18.0 Y s 26.2
GDP deflator 11.9 9.1 11.0 +
Investment and savings (%
of GDP)
Investment 22.9 19.4 23.2 +
Gross national savings 16.7 14.0 16.2 +
Central government budget
Total revenue collection 214 22.0 20.9 21.8
E:Z'in?pe"d't”re ANABEL (0 27.5 26.2 26.6
Development spending 8.3 6.7 7.1 73
Overall balance (incl. grants | -5.2 -3.9 -3.9 -4.0
Gross Domestic debt 22.2 21.9 20.8 231
Monetary sector (%
change)
Broad Money (M3) 17.0 17.4 16.5 13.0
Credit to private sector 17:1 19.6 16.5 19.7
External sector
Current account incl. official
tran:fetrs F‘:ﬁ of GDP) : o w8 i e




FY 2007/08 (Tar- FY 2008/09 | FY 200 Ac-
/08 (Tar- | L\ 2007/08 (Actual) / S0 00 e
get) (Target) tual)**
hs of i
Reserves (months of import 13 37 3.7 16
cover)
Total Ext | Debt (% of
omlcamnsl Oeok (6 OHy 22.4 225 231
GDP
Debt Servi tio (% of ex-
e ervice ratio (% of ex 82 73 91 6.7
ports

+ Not available up to publication of Annual Economic Survey 2010
* Calculated on the basis of 2009 GDP growth of 3.0 percent
** The FY 2008/09 nominal GDP number used in deriving the ratios is from Quarterly Economic Budget Re-

view (August 2009)

As indicated in Table 2 above, during the
last two fiscal years, the economy grew
by lower than target rate in the MTP. In fi-
nancial year 2007/08, the inflation rate as
measured by the CPl was lower than the tar-
get by 10.5 percentage points. However in
the subsequent financial year 2008/09 the
rate inflation stood at 26.2 % compared to
MTP target rate of 7.5 %. The GDP Deflator,
indicator of changes in economy wide pric-
es, recorded increase of 9.1 % in FY 2007/08
compared to a target of 11.9 %. Actual data
for financial year 2007/08 show that the
outcomes for both the investment/GDP and
savings/GDP ratios were lower than target-
ed. The Investment/GDP ratio was 19.4 %
compared to the targeted 22.9 % while the
Savings/GDP ratio was 14.0 % compared to
MTP target of 16.7 %.

With regard to fiscal outcomes, actual data
for financial years 2007/08 and 2008/09 in-
dicate higher realization of tax revenue. In
FY 2007/08 tax revenue as a proportion of
GDP amounted to 22.0 % compared to a tar-
get of 21.4 % and in FY 2008/09 it was 21.8
% compared to 20.9 %. Actual total gov-
ernment expenditure and net lending was
lower than targeted in FY 2007/08 at 27.5
% compared to 29.5 % with development
spending at 6.7 % of GDP compared to the
MTP target of 8.3 %. In FY 2008/09 total
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government expenditure and net lending
as a proportion of GDP was slightly higher
than targeted at 26.6 % compared to 26.2
% and development expenditure at the tar-
geted 7.1 % of GDP. As a consequence of
the above outcomes, the fiscal deficit as
measured by the overall balance (including
grants) in FY 2007/08 was lower at 3.9 % of
GDP compared to the MTP target of 5.2 %
whilein FY 2008/09 it was marginally higher
at 4.0 % compared to 3.9 %.

Actual data on public debt over the FYs
2007/08 and 2008/09 show that in FY
2007/08 domestic debt as a proportion of
GDP was lower at 21.9 % compared to 22.2
%, however in the subsequent FY 2008/09
the ratio increased to 23.1 % compared to
20.8 %. With regard to external debt the ac-
tual data increases than the MTP targets
during both FYs 2007/08 and 2008/09, at
22.4 % compared to 21.2 % and 23.1% com-
pared to 22.5 % respectively. As a conse-
quence of the increase in external debt, the
debt servicing ratio (as a % of exports) in-
creased to 13.1 % in FY 2008/09 compared
to the MTP target of 9.1 %.

Monetary sector data shows that credit to
the private sector recorded higher rates of
increase than targeted under the MTP in-
creasing by 19.6 % compared to 17.1 % in FY




2007/08 and by 19.7 % compared to 16.5 %
in FY 2008/09.

2.3 Employment

With regard to employment, the target for
total job creation in 2008 was 425,000. Actu-
al employment creation was 467,300 which
was above the target by 42,300. Out of the
467,300 new jobs created in 2008, the bulk
i.e. 433,500 were in the informal sector,

33,700 were in wage employees in modern
establishments and 100 self employed.

2.4 External Financing

Table 3 below shows the MTP targets and
actual outcomes for External Financing Re-
guirements and Resources for Fiscal Years
2007/08 and 2008/09

Table 3: External Financing Requirement and Resources — Targets and Actuals FY 2007/08 and 2008 /09

(US $ million)
2007/08
/ 2007/08 (Actual) | 2008/09 (Target) 2008/09 Actual)
(Target) i
Fxtemal _ﬁnanc‘ -2,981 -2721 -3,633 -1607
ing Requirement
CHEei Admunt -1,940 1,736 -2,443 2,015
(excl.off.transfers)
acheailed amor 252 252 249 228
tisation (official)
IMF payment -11 -11 -14 -14
Reduction in arrears 0 -89
Suliupoigros; 777 722 837 650
official reserves
Resources 2,981 2,722 3,633 1,627
Gfficiatever: 1,270 977 1,430 1,106
nal support
IMF 59 58 0 209
Program loans 20 20 0 0
Program grants 57 58 0 0
Project Support 1,134 840 1,430 897
.Commerna.l financ- 0 0 300 0
ing (sovereign bond)
Private financing, net | 1,711 1745 2,279 521
A -
‘ccumula 0 89
tion of arrears
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Table 3 above indicates significant devia-
tions in terms of actual external financing
and the targets set in the MTP 2008-2012.
Official External Support fell short of target
by US $ 293 million and USS$ 324 million in
FYs 2007/08 and 2008/09 respectively. In
2007/08, actual private financing (net) ex-
ceeded the target by USS 34 million but fell
significantly below target in FY 2008/09 by
USS 1,758 million.

2.5 Structural Reforms

A number of policy and structural reform
measures were implemented in 2008 and
2009 period aimed at enhancing macroeco-
nomic stability and improving the compet-
itiveness of the economy they include the
following:

1. Establishment of a Doing business
Reform Team consisting of mem-
bers fromthe publicand private sec-
tors in February 2009 in the Office
of the Deputy Prime and Minister
for Finance to spearhead and fast
track the reform process. Among
the key achievements are Reduction
in the number of days taken to start
a business from 30 days in 2008 to
25 days in 2009 and reduction in the
time taken to obtain a building per-
mit from 50 days in 2008 to 14 days
in 2009, a savings of 36 days com-
pletion of the second review of the
companies Act whose bill has been
finalised by the Kenya Law Reform
Commission and forwarded to the
AG for legal drafting;

2. The drafting of a number of bills by
the Kenya Law Reform Commission
(KLRC), which will significantly im-
prove the legal environment and
extend creditor and debtor rights
while bringing local laws to conform
to world class legislation;
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3. Review of current title deed proce-

dure by the Ministry of Lands, in or-
der to streamline, simplify and re-
duce the procedures;

The replacement of paper-based
customs administration practices
with an electronic interface system.
The programme has enabled im-
porters and exporters to lodge their
documentation on line. The new
National single Window System (the
Port Community Based System) also
provides an electronic platform for
submission and receipt of trade re-
lated documentation. It enables ex-
change and automated processing
of electronic trade/cargo clearance
documents documentation. It pro-
vides a facility for parties involved in
trade and transport to lodge stand-
ardized information and documents
with a single entry point or portal to
fulfill all import, export and transit—
related regulatory requirements.

The establishment of regulatory Re-
forms Working Committee, which
is a high level committee of public
and private sector representatives
mandated to undertake compre-
hensive regulatory reforms includ-
ing reduction of number of licens-
es and vetting of any new license.
The electronic registry where the
public is able to access all informa-
tion relating to licenses in Kenya was
launched in July 2009, The e-regis-
try host all business licenses in force
and also ensures scrutiny and trans-
parency of license requirements.
It also encourages information dis-
closure for all procedures and docu-
ments.

Stakeholder consultations on the
Business regulation Bill and the Reg-
ulatory Reform Strategy have been
launched.




On measures to enhance reliable and af-
fordable energy. In 2008/09, the govern-
ment reduced VAT on electricity by 25 %
from 16 % to 12 %. A Green Energy Facility
has also been established in the budget for
FY 2008/09 with initial seed money of Kshs
500 million as a long term facility to finance
installation of solar power panels and wind
mills for power generation to replace high
cost energy source and promote generation
of carbon free energy. The facility will also
be made available to the Sugar and bio-fu-
el industries to facilitate production of bio-
mass energy and development of co-gen-
eration facilities. The facility also covers the
cost of replacing conventional lighting and
other electrical equipments with energy
saving light bulbs and other devices.

The PPP regulations were gazetted in March
2009. The regulations will facilitate invest-
ment by the public sector in infrastructure
and thus enhance competitiveness through
better infrastructure. Financing infrastruc-
ture projects through PPP arrangements
will also help in creating fiscal space for gov-
ernment to finance its priority programmes
through the annual budget.

In the area of financial sector reforms a
number of measures were implemented
to improve efficiency and performance of
the sector. A new payment system for pay-
ment and settlement of high value transac-
tions was introduced from 1 October 2009.
Under this system processing of high val-
ue payments using cheques and electron-
ic transfers (EFTs) of Kenya shillings 1 mil-
lion and above are required to be processed
though Real Time Gross Settlement (RTGS)
System known as the Kenya Electronic Pay-
ments and Settlement System (KEPSS). The
policy change enhances safety and securi-
ty of the payment and settlement process.
The other policy measure introduced dur-
ing the first FY of the MTP was the trading
of Treasury Bonds on the Automated Trad-
ing System (ATS) following the integration of

the CBK Central Depository System and the
Nairobi Stock Exchange (NSE) Automated
Trading System. This has made bonds trad-
ing secure and efficient and has enhanced
the vibrancy of the market. The other meas-
ure introduced in July 2009 is reduction of
the withholding tax on long term Treasury
Bonds from 15 % to 10 %. This policy meas-
ure is intended to encourage investment in
long term Treasury bonds and promote de-
velopment of the bond market.

Progress achieved in implementation of
Public Financial Management Reforms in
the FY 2008/09 of the MTP (2008-2012) in-
cludes:

1. Operationalisation of the Public
Procurement Oversight Authori-
ty (PPOA). Among the key achieve-
ments in this area are development
of e-procurement, training of the
PPOA Advisory Board and training of
over 5,000 persons involved in pub-
lic procurement.

2. Development of the Pensions
Management Information System
(PMIS).

3. Improvement of terms of service
for staff of Kenya National Audit Of-
fice (KENAQ) to attract profession-
als from the private sector including
purchase of equipment and vehicles
to support the Office.

4. Improving budget execution, ac-
counting and reporting through roll-
ing out of IFMIS to 48 ministries/
departments and development
and implementation of a transitory
stand alone Financial Management
System for districts to feed electron-
ic data to IFMIS (District Vote Book
Management System). This has led
to field/out station expenditure be-
ing captured and reported in a time-
ly manner for decision making.
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5. Development of debt management
strategy by debt and guarantees de-
partment.

6. Improvement in Debt Management
through institutionalisation of CS-
DRMS in back office operations,
budget preparation and debt statis-
tics.

7. Development of risk management
and value for money frame works
for government by the internal au-
dit department.

8. Adoption of Risk Based Audit Ap-
proach (RBAA), putting in use au-
dit management systems software
(Team Mate and IDEA) to deepen
RBAA audit methodology and prep-
aration of first report on fiduciary re-
view audit (6th March 2009) and Fo-
rensic Audit (July-September 2009).

9. Automation of Kenya Revenue Au-
thority operations including the es-
tablishment of call centres.

10. Improvement of Parliamentary
QOversight through training work-
shop for members of parliament on
public financial management (No-
vember 2008) and Training of Parlia-
mentary Committee Members and

staff on the budget process .

11. Preparation of Indicative Pro-

gramme Budget .

12. Operationalisation of the Privatisa-

tion Commission.

13. Improved coordination of PFM re-
forms through establishment of
a PFM Coordinating Unit. Other
achievements included: preparation
of its work plans approved in Janu-
ary 2009, preparation of quarterly
IFRs, timely processing of procure-
ment requests, and carrying out of
media publicity campaigns on PFM
Reforms.
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Overall capacity development of govern-
ment officers in various aspects of PFM
through training to enhance service delivery
on publicfinance related activities. On man-
agement of devolved funds, the Ministry of
Planning, National Development and Vision
2030 has taken initiative to develop a Con-
stituency Resources Management Frame-
work which will seek approval for a holistic
approach to management of the several de-
volved funds. A task force has also been set
up to review the Act and management of
CDF Funds.

2.6 Equity and Wealth
Creation for the Poor

Social equity and equitable access to pub-
lic services have been part of the nation’s
development agenda since independence.
However, concerns have been raised on
the extent of disparities between the rich
and the poor and inequitable distribution
of public resources between individuals, re-
gions and along gender lines. There are also
rural urban inequalities, income disparities
within the rural areas themselves and with-
in major cities and towns. Moreover an in-
creasing number of urban residents live in
formal settlements that lack the most basic
amenities. Such disparities include issues of
quality service which is a major cause of so-
cial tensions in the country as was evident
during the 2007 post-election crisis.

Inequality and poverty therefore remain
among key development challenges that
the government continues to confront and
address. Whereas substantial attention has
been paid to poverty alleviation, there ex-
ists a huge gap between the poor and non-
poor in entitlement to political, civil and hu-
man rights. There also exist large disparities
in incomes and access to education, health
and land, as well as to basic needs including
clean water and adequate housing.

The MPT envisaged the resettlement of In-
ternally Displaced People (IDPs) in the first




one year. The government financed Human-
itarian fund for mitigation of effects and re-
settlement of victims of post-election vio-
lence was also to be operationalised. The
Government was also to fully implement
the measures identified by the National
Reconciliation and Emergency Social and
Economic Recovery Strategy Report(March
2008) prepared by the National Accord Im-
plementation Committee to address the
needs of IDPS.

In order to tackle poverty and inequality in
the medium term period, the following key
targets which are in tandem with those of in-
dustrialising countries were to be achieved:

1. Raising the average annual incomes
per person for an estimated USS 650
in 2006 to above USS 992 by 2012.

2. Reducing poverty levels from 45.9
percent to 28 percent by 2012.

3. Reducing rural wurban inequali-
ty from current levels of 0.38 and
0.447 t0 0.34 and 0.407 respectively
by 2012.

Specific programmes to be implemented in-
cluded:

Profiles of the poor and their needs: This
will map out the poor throughout the
country and create profiles for their press-
ing needs. The targeted programmes and
projects will be formulated in the light of the
data profiles established.

A comprehensive study and analysis of pov-
erty reduction initiatives promotion of pro-
poor growth through targeted poverty pro-
grams and projects.

2.7 Implementation Progress

Raising the average annual incomes per per-
son for an estimated USS 650 in 2006 to
above USS 992 By 2012. The GDP per capita
improved from USS 650 in 2006 to 793.5 in

2008 which exceeded the target for 2008/09
of USS 782.

Reducing poverty levels from 45.9 percent
to 28 percent by 2012. No poverty assess-
ment has been made since KIHBIS survey of
2005/06. The status of poverty will be es-
tablished once the second round of Kenya
Integrated Household Budget Survey (KIHBS
I) is undertaken in 2010/11 financial year.
Preliminary work done on the second KIHBS
include development of concept note and
budgeting for the exercise in the MTEF budg-
et of 2010/11 —2012/13. The survey will go
along way to update the poverty numbers
and determine whether poverty levels have
declined or not according to the set targets.

Reducing rural urban inequality from the
current levels of 0.38 and 0.447 to 0.34 and
0.407 respectively by 2012. The figures to
establish the extent to which this target was
met or missed altogether will be available
once KIHBS Il is completed.

Raising the level of Human Development In-
dex in Kenya from about 0.532 in 2007 to
between 0.6 and 0.7 by 2012. The Kenya
Human Development Report is under prep-
aration through the support of UNDP. Once
the report is finalised an index will be avail-
able that will be used to assess the extent to
which the target is being achieved or being
missed out.

2.8 Implementation Status of
Projects

To work towards the realization of the forgo-
ing targets, the following flagship projects
were to be implemented:

Profiles of the Poor and their Needs: A draft
report on the determinants of poverty from
figures based on the 2005/06 KIHBS data
has been prepared. A study on profiles of
the poor and their needs will be undertak-
en in collaboration with other stakeholders
such as the University of Nairobi and other
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research institutions. This will go a long way
towards mapping the poor throughout the
country.

A Comprehensive Study and Analysis of
Poverty Reduction Initiatives: This study
is yet to be undertaken. However, KIHBS Il
once undertaken will provide information
that will enrich the study.

Promotion of Pro-Poor Growth through
Targeted Poverty Programs and Projects:
Through Poverty Eradication Commission,
the government is currently implementing
targeted poverty interventions in districts
that have relatively high incidences of pov-
erty. PEC is piloting and scaling up poverty
targeted programmes/initiatives aimed at
raising incomes of the poor. These initiatives
include promotion of group-based funding
strategy through a Revolving Loan Scheme
and Table Banking Services to provide access
to affordable credit to the poor and promo-
tion of smallholder commercial farming. Key
achievements under focal area include:

a) Revolving Loan Fund

The Revolving Loan Fund targets people liv-
ing below the poverty line who also require
credit to carry out their income earning ac-
tivities. These poor people are not able to

access credit from banks and most micro-fi-
nance institutions due to high charges and
interest rates and conditionalities which
they cannot meet. The Commission is scal-
ing up the funding levels of this scheme
through the increased budget allocation in
the financial year 2009/2010.

b) District Table Banking Services

Table Banking Services is currently being pi-
loted in Thika, Siaya and Bondo districts and
will be rolled out to other districts in the
country.

c¢) Promotion of Smallholder
Commercial Farming

This entails identifying early maturing high
value crops with a ready and reliable mar-
ket which the smallholder farmers can grow
individually and sell collectively so as to ob-
tain commercially viable quantities. The
Commission under this strategy is promot-
ing the growing of grain amaranth in various
parts of the country. During the review pe-
riod, the promotion was done in Yala, Nzoia
and Nyando River basins as well as Mbooni
in Eastern Province.
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3 Foundations
for National
Transformation




3.0 Overview of Infrastructure

The successful implementation of Kenya Vi-
sion 2030 and its First Medium Term Plan
(MTP) were anchored on a number of cross-
cutting factors (enablers) and themes that
include the central role played by improved
and expanded national physical infrastruc-
ture, which includes the roads, railways net-
work, water and airports. The MTP also tar-
geted increased investments in the road
network, water and sanitation services,
rail, sea and air transport and energy supply
services.

The MTP sought to accelerate infrastructure
development while focusing on quality, aes-
thetics and functionality of the infrastruc-
ture services. Indeed, effective and reliable
infrastructure is critical in lowering the cost
of doing business and increasing competi-
tiveness of the country.

The following are MTP goals aimed at laying
a sustainable foundation for achieving the
objectives of Vision 2030:

1. Acceleration of ongoing infrastructure
development, focusing on quality, aes-
thetics and functionality of the infra-
structure services;

2. Building infrastructure to support iden-
tified flagship projects to ensure its con-
tribution to the economic growth and
social equity goals;

3. Improving efficiency and effectiveness
of the infrastructure development nroc-
ess at all levels including planning, con-
tracting, and construction;

4. Providing a utility sector (water, sewer-
age and electricity) that is modern, cus-
tomer-oriented and technologically en-
abled to provide efficient, cost-effective,
quality services to all citizens;

5. Creating inter-connected, technologi-
cally advanced information and com-
munication systems driving innovation,
growth and social progress;
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6. Protecting the environment as a nation-
al asset and conserving it for the benefit
of future generations and the wider in-
ternational community;

7. Cultivating a social attitude of respect
and care for public infrastructure facili-
ties and services amongst all citizens.

In order to realise the goals set out for the
sector, the following strategies were to be
pursued over the MTP period:

1. Strengthening the institutional
framework for infrastructure devel-
opment and accelerating the speed
of its completion;

2. Raising efficiency and quality of in-
frastructure projects, and increasing
the pace of implementation of infra-
structure projects so that they are
completed in specified time frames;

3. Enhancing local content (materials
and services) of identified infrastruc-
ture projects;

4. Developing and maintaining an inte-
grated, safe and efficient transport
network;

5. Supporting the development of in-
frastructure initiatives around flag-
ship projects;

6. Benchmarking infrastructure facili-
ties and services provision with glo-
bally acceptable performance stand-
ards targeting enhanced customer
satisfaction;

7. Integrating information and commu-
nication technologies in the process-
es of infrastructure services provi-
sion;

8. Implementing infrastructure
projects that will stimulate demand
in hitherto neglected areas targeting
increased connectivity and reduced
transport and other infrastructure
costs;




9.

10.

11,

12,

Developing a national spatial plan to
optimise the development and utili-
sation of infrastructure facilities and
services;

Modernising and expanding sea
port facilities;

Identifying, developing and retain-
ing the requisite human resources
to support the infrastructure facili-
ties and services;

Enhancing private sector participa-
tion in the provision of infrastruc-
ture facilities and services strategi-
cally complemented by public sector
interventions.

The MTP also sets the following targets:

1

10.
11
12.

13,
14,

Finalisation of the National Integrat-
ed Transport Policy

Developing the First National Spa-
tial Plan

Development of new a Transport
Corridor to Southern Sudan and
Ethiopia

Developing the Kenya National
Transport Master Plan

Initiating a National Road Safety
programme

Road and Airstrip Maintenance
Project

Roads 2000 Programme

Road network expansion and up-
grading programme

Dredging of the Port of Mombasa
Ferry Services programme
Weather modification programme

Scaling up of the Rural electrifica-
tion programme

Energy access scale up programme

Least cost power development pro-
gramme generation projects

15;

16.

17.
18.

19.

20.

518

Public facilities improvement pro-
gramme

Construction Industry development
policy
Maritime law project

Port of Mombasa expansion and
modernisation

Development of a Nairobi Metropol-
itan growth and development strate-

gY

Nairobi Metropolitan region mass
rapid transit programme

Institutional reform programme.

The other important target was

To reduce the proportion of the road net-
work in bad/poor condition from 30 percent
in 2007/08 to 28 percent in 2008/09.

3.1 Infrastructure
Implementation Progress

A number of developments were realised in
the development of infrastructure, including
the following:

311

Modernisation of Jomo
Kenyatta International Airport
(JKIA)

Package 1 involved the construction
of apron at terminal unit 4, taxiways
and associated facilities. The works
were completed and facilities in use.
The contract was fully financed by
Kenya Airports Authority (KAA) at a
cost of USS 40.6 million.

Package 2 involved the construc-
tion of terminal unit 4 building and
the multi-storey car park. Evaluation
of bids was completed and draft bid
evaluation report submitted to the
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World Bank for review. The contract
is estimated to cost USS 76 million.

3. Package 3 will involve renovation
and remodelling of units 1, 2, 3 and
arrivals building. Construction works
are expected to take 28 months. The
bidding document is being finalised.
The contract is estimated to cost USS
90 million. European Investment
Bank has expressed interest to part
finance this contract.

3.1.2 Improvement of Kisumu

Airport

Construction works for the terminal building
and extension of the runway commenced in
October 2008 and the construction period
is estimated at 22 Months. So far 40 percent
of the works are completed. A Cabinet Pa-
per requesting additional funds to extend
the runway by 300 metres to accommodate
Code E planes (B767) is awaiting approval

3.1.3 Improvement of Wilson
Airport

Detailed designs for renovation and upgrad-
ing security at Wilson Airport arein progress.
The World Bank is financing the consultancy
for designs while KAA will finance the asso-
ciated works at a cost of US$ 20 million.

3.1.4 Rehabilitation of Airstrips

Fifteen airstrips were rehabilitated in
2008/2009 and 9 others are earmarked for
rehabilitation in 2009/2010.

3.1.5 Dredging of Mombasa Port

1. The consultants have submitted
their consultancy reports on dredg-
ing and hydrographic works and
used for final design. An EIA for the
project has been done and sub-
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mitted to NEMA for approval. The
project has been divided into two
phases and restricted tenders have
been sent out for implementation
of the first phase.

2. Development of a second Container
Terminal.

3. The project implementation is on
schedule with the basic project de-
sign completed and preparation of
detailed project design ongoing.

3.1.6 Mass Rapid Transit System
for the Nairobi Metropolitan

Region

Requests for proposals were issued, evalu-
ation of technical and financial proposals
completed and the ADB gave a No. Objec-
tion to engage a consultant to carry feasibil-
ity study to determine the best option for
managing transport in Nairobi.

3.1.7 Port Container Terminal
Expansion

The design capacity of the current con-

tainer terminal is 250,000 TEUS compared
to 600,000 TEUS being handled. The Gov-
ernment of Japan through JBIC is lending
JPY 26,497 million while the Government
and Kenya Ports Authority are contribut-
ing Kshs. 4.7 billion. These funds will be uti-
lised to construct a new container Terminal,
dredging work for new terminal berths, six
lane access road, equipment and consul-
tancy for supervision work.

Procurement of consultancy for civil works
supervision is complete. Awarding of civ-
il works contract is at advanced stage. The
project is set for completion in 2015.




3.1.8 Development of Lamu-
Sudan-Ethiopia Transport
Corridor

1. The Ministry has appointed a Minis-
terial Secretariat comprising of offic-
ers from the Ministry HQs, KRC, KPA
and KAA to spearhead the process
of the Project Implementation.

2. A feasibility study is expected to
bring out information to clarify (i)
the possible extent of concessions
and timeframes; (ii) Government
exposure to risks and penalties; and
(iii) the obligations of a developer
and the Government of Kenya (GOK)
as well as the benefits accruing to
the Government from the business
income streams, rates and taxes.

3. Expression of Interest for the con-
sultancy services for the feasibili-
ty study was advertised on 2™ April
2009 and opened on 18" May 2009.

3.1.9 Proposed Free Port at

Dongo Kundu

A Task Force has been formed to facilitate
and coordinate the development of a Free
Trade Zone at the Port of Mombasa through
Public /Private Partnership arrangement.
The tenders for Expression of Interest for
the consultancy services for the Feasibility
Study were advertised in the local and inter-
national media from 11th December 2008
to 9th January 2009. 22 firms/consortiums
responded, the EOIs were evaluated from
27th to 30th January 2009 and 11 firms
short-listed to proceed to the Request for
Proposal. 3 firms submitted their RFPs and
these have been evaluated. The procure-
ment process was put on hold in Novem-
ber 2009 awaiting further discussion with
the Singapore Government, which has indi-
cated willingness to fund the project. An ar-
rangement has been made by the Govern-
ment to invite private sector participation

in the development and operation of free
ports facilities once the legal framework has
been initiated.

3.1.10 Development of the
Southern Corridor

Preparatory work for the development of a
new transport corridor from Port of Lamu
to Ethiopia, Somalia and Southern Sudan
has started. Consultation with Ethiopia and
Sudan started during the period under re-
view and is getting to a conclusion. AFDB
has agreed to finance the feasibility study
that is expected to start in November 2009
for a period of six months.

3.1.11 Development of the
Standard Gauge Railway
Line between Kenya and
Uganda

1. A joint Steering Committee com-
posed of members from the two
countries has been formed.

2. TheJoint Steering Committee has fi-
nalised the drawing up of draft bilat-
eral agreement to herald the design
and the construction of the new
standard gauge railway line.

3.1.12 Rehabilitation and
Maintenance of Roads

The Consultancy contract for the devel-
opment of the Road Sector Investment
Plan (RSIP) will guide the prioritisation of
projects in the next 10-20 years was award-
ed and the final RSIP report submitted.
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3.1.13Developing Computerised
Pavement and Bridge
Management
Systems

1. Procurement of a consultantisin
progress through the Road Au-
thorities.

2. Undertaking Environmental Stud-
ies.

3. All major roads projects have to un-
dergo an environmental and social
impact assessment studies.

3.1.14Effectiveness of the Roads
2000 Strategy

Effective coverage of Roads 2000 strategy
from the current 37 districts to over 150 dis-
tricts. The results expected within the cur-
rent Roads 2000 commitments are:

1. Routine maintenance of 20,000 Km
of roads.

2. Creation of 60,000 jobs.

3. 1,250 trained labour based contrac-
tors.

3.1.15Axle Load Control

Modernisation of the weighbridges to en-
able monitoring of operations from a cen-
tral control room is in progress. The govern-
ment has partnered with the private sector
in the management of axle weighbridge sta-
tions and control of overloading of trucks.
Measures instituted to reduce overloading
include banning of trucks/trailers with four-
axle configurations in line with the agreed
Common Market for Eastern and Southern
Africa (COMESA) protocol. Already Mari-
akani and Athi River weighbridges have
been put under private management.
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3.1.16 Capacity Building in the
Construction Industry

1. Cab Memo on establishment of a
NCA in progress.

2. Contractorsurgedto establish RACE-
CA for self regulation and to facili-
tate dialogue.

Review of Cap 530.
4. Encouragement of joint ventures.

Enhancement of the capacity of
the Mech’ Fund (SAGA additional

equip).

3.1.17 Involvement of the Private
Sector (PPPs)

1. Through Concessioning of Roads.

2. The target is to conclude at least 3
concessions by 2012.

Performance based maintenance.

4. A Bidders’ conference is planned for
concessioning of the remaining sec-
tions of the Mombasa-Nairobi-Mal-
aba Corridor.

3.1.18 Rehabilitation/
Reconstruction

1. Over 30 projects costing over Kshs
60 billion are currently ongoing with
funding from the GoK/Development
Partners (Development Budget).

2. Over40projects, prioritised interms
of their contribution to the Key Sec-
tors of the Economy under the Vi-
sion 2030, and costing over Kshs
63 billion are ongoing with funding
from GoK/Development Partners
(Development Budget).




3.1.19 Northern Corridor

Improvement Project
(NCTIP)

Completed:
1. Miritini — Maji ya Chumvi, 35 Km.
2. Maai Mahiu — Naivasha Lanet, 96
Km.
Ongoing:
1. Sultan Hamud — Machakos Turnoff,
55 Km.
2. Machakos Turn off — Athi River —Em-
bakasi, 33 Km.
3. Lanet - Nakuru — Njoro Turnoff 14,
Km.
4, Njoro Turnoff — Mau Summit — Tim-
boroa, 83 Km.
5. Mau Summit—Kericho—Kisumu, 145
Km.
6. Rehabilitation of Timboroa—Eldoret
—Webuye —Malaba A104.
7. Leseru — Kitale — Marichpass—Lod-

war-Nadapal Roads — 600 Km. The
World Bank is funding consultancy
services for feasibility study and de-
tailed design. Evaluation of consul-
tancy bids completed. Awaiting WB
“No Objection.”

3.1.20 Improving Nairobi Roads

i

Rehabilitation of Jomo Kenyatta In-
ternational Airport through Uhuru
Highway (22km).

Expansion of Museum Hill Road up
to Gigiri (UNEP headquarters).

Erecting street lighting and traffic
lights.

Addition of an extra lane between
JKIA and Nyayo Stadium.

2
6.

Machakos — Turn Off JKIA Project.

Improvement of Enterprise Road.

3.1.21 Nairobi-Thika Road

Rehabilitation and upgrading of Nairo-
bi—Ruiru—=Thika Road-50 Km, is ongoing
as follows:

1.

Construction of eight lanes and six
interchanges to replace the existing
roundabouts in order to ease the
current traffic congestions.

Improvement of major arterial con-
nectors i.e. Outer Ring road, Ngara,
Muranga and Forest roads linking
Pangani to Uhuru Highway. Works
commenced in March 2009 with
funding from ADB and the Chinese
Government.

3.1.22 Nairobi Bypasses and

Missing Links

Construction of the Eastern and
Northern bypass commenced.

The Eastern bypass (40km) — starts
at City Cabanas, passes through
Ruai and ends at Ruiru (with loop at
Ruai).

The Northern bypass (31km) -
starts after Ruaka Trading Centre on
Limuru Road, passes through Runda
and joins the Eastern Bypass ending
at Ruiru (10 Km at Thome).

The Southern bypass (30km) —starts
on Mombasa Road at St. James Hos-
pital and ends on Naivasha road af-
ter Kikuyu town. The project has
been tendered under concessioning
of the Machakos Turnoff — Athi Riv-
er—Rironi section.

Missing links: 3 no. completed, sev-
eral opened up and eight planned
for upgrading next year.
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3.1.230ngoing Construction of

other Major Regional Roads

Athi River-Namanga Road (A104)
Project (137km) — Awarded on 4th
September, 2007 at a contract sum
of Kshs. 6,208,705,229.80. Con-
struction ongoing.

Isiolo — Merille River Road (136km)
Project — Awarded on 4th Septem-
ber, 2007 at a contract sum of Kshs.
4,875,409,271.00. Construction on-

going.
Emali — Oloitoktok Road Project
(100km) — Awarded on 14th August,

2007 at Kshs. 4,236,198,771.59.
Construction ongoing.

Up-grading and rehabilitation of
Garissa — Dadaab — Liboi road (Km).
This road has gained prominence
due to Somali’s political turbulence
(good for security reasons).

Up-grading and rehabilitation of
Kakamega-Kitale-Lokichogio road is
meant to fully exploit the potential
of Turkana district and provide ac-
cess to Southern Sudan.

Up-grading and rehabilitation of
Naroko—-Isebania road is meant to
ease transport to Southern Tanza-
nia.

3.1.24Regional Road Projects

:

Rehabilitation of Malindi-Momba-
sa—Kilifi-Lunga Lunga (200 Km).

Rehabilitation of Mau Summit—Keri-
cho—Kisumu (B1) (145 Km).

Rehabilitation of Timboroa—El-
doret-Webuye—Malaba Road, A104
(boarder with Uganda).

Rehabilitation of Voi—-Mwatate—
Taveta (125 Km).
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10.
11.
12.
13;

L

Rehabilitation of Malindi-Momba-
sa—Kilifi—-Lunga Lunga (200 Km).

Upgrading of Merille River—Marsab-
it (122 Km).

Upgrading of Marsabit-Turbi (121
Km).

Turbi—Moyale Road A2(123 Km).

Likoni=Shelly
Road (80 Km).

Lamu-Witu—Kiunga.

Beach-Diani-Vanga

Dongo Kundu Bypass.
Garissa—Modagashe.

Greater Eastern Bypass.

3.1.25 Establishment of Road

Agencies

Kenya National Highways Authority
(KENHA) = Implementing agency to
manage and maintain all road works
on class A, B, C roads. Also to advise
the MoR on technical issues.

Kenya Rural Roads Authority (KER-
RA) — Responsible for all rural and
small town roads, Class D and below
including special purpose roads and
unclassified roads also responsible
for Forest Service Roads and County
Council Game Reserve Roads. KWS
also to be a maintenance agency for
national/game reserves roads.

Kenya Urban Roads Authority
(KURA) — To manage and maintain
all roads works on urban roads in cit-
ies and major municipalities.

3.1.26 Progress in Policy, Legal

and Institutional Reforms

To enable the transport sector suc-
ceed in implementation of the pro-
grammes towards realization of The
Vision 2030, a number of policies,



legal and institutional reforms have
been initiated as detailed below.

a) Development of a Legal
Framework to Support
Private-Public
Partnerships

As Government encourages private pub-
lic partnerships in development and man-
agement of transport infrastructure in ar-
eas such in the development of free port,
light Rail, Rapid Bus Transit System and de-
velopment of the new transport corridor
from Lamu to Southern Sudan and Ethio-
pia consultations have started along the le-
gal framework put in place by the Govern-
ment.

b) Finalisation of the Integrated
National Transport Policy

The Cabinet approved the Integrated Na-
tional Transport Policy and a Sessional Pa-
per is being prepared for presentation to
Parliament. The adoption of the Session-
al Paper by Parliament will assist in imple-
mentation of the recommendations of the
Policy including institutional reforms.

¢) National Road Safety
Programme

The Ministry is developing a Driving Cur-
riculum; Reform Motor vehicle inspection;
and review existing traffic rules to improve
road safety in the country.

d) Development of Driving School
Curriculum

The Government is in the process of secur-
ing a consultant to review and standardize
driving school curriculum that will guide
driving schools.

e) Introduction of Instant Fines
and Ticketing for Traffic
Offences

The Governmentisin the process of review-
ing the existing laws to make provisions for
adopting the on-spot fines rates to reduce
unnecessary delays by taking drivers to
Courts because of minor offences. The pro-
posal is contained in the Finance bill now
awaiting Parliaments approval.

f) Development of Rules and
Regulations for the Maritime
Laws

The rules and regulations to be drafted are
expected to assist in operationalisation
of the six maritime law bills (i.e. merchant
shipping bill, marine pollution bill, carriage
of goods by sea bill, marine insurance, Ken-
ya Ferry Corporation bill, admiralty court
Jurisdiction bill, and amendment bill) that
were recently enactment by Parliament.

g) Establishment of Single Window
Port Community Based
System (PCBS)

The Port Community Based System (PCBS)
has been muted due to the fact that trans-
port logistics and inventory costs in East
Africa transport corridors are among the
highest in the world, and adversely affect
regional trade integration and competitive-
ness of the tradable sectors of the economy.
The simplification and streamlining of trade
documentation and clearance processes is
therefore at the core of the strategy of the
Government of Kenya for trade facilitation
and national competitiveness.

h) Dongo Kundu

There are approximately 250 squat-
ters settled in the 3000 acre land at
Dongo Kundu which belongs to Ken-
ya Ports Authority. The Kilindini Dis-
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trict Commissioner has already put
up offices on a part of the land. The
Ministry of Roads is doing feasibility
study and design of the Dongo Kun-
du bypass. Unless this road is con-
structed the viability of the project is
in doubt, A decision to proceed to the
actual implementation of the project
will be known from the outcome of
the pre-feasibility study. Some of the
challenges so far have included the
legal and institutional framework for
Private Public Partnerships, the ab-
sence of fiscal incentives, specifically
for duty free zones and environmen-
tal challenges concerns.

i) Gauge Railway

To mobilise the required resources
for the development, of a project
which cuts across borders is slowed
by institutional arrangements, dif-
ferent legal regimes and decision
making processes. MOUs have to
be signed and parliaments of both
countries have to endorse the
project which may cause inordinate
delays. These are some of the issues
that have slowed down the develop-
ment of cross border railway system
between Kenya and its neighbours.

3.2 Infrastructure
Implementation Challenges

The following are some of the general im-
plementation challenges experienced in the
infrastructure sector:

1. Slow procurement processes and
granting of authority especially for
donor funded projects. There were
instances where authority to pro-
ceed to the next level took more
than two months.
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Inadequate funds for implement-
ing some of the projects. Most of
the flagship projects were initiat-
ed without financial provisions. The
processes also involved securing
consultants.

Complexity and some of the projects
that will also require enormous re-
sources outside government provi-
sions. Most of the big projects like
standard gauge railway line, sec-
ond transport corridor, duty free
port and Mass Rapid Transit system
for Nairobi Metropolitan require
involvement of the private sector
in ventures such as Build Operate
Transfer.

Inadequate technical staff especially
in air accident investigation. This de-
partment has had problems in hiring
qualified staff principally because of
lack of a retainer policy.

Low investment in transport infra-
structure. Over time there has been
little investment in the transport
sector. The sector has heavily relied
on the Government for investment
against competing needs. Since the
onset of ERS there has been remark-
able investment in transport which
needs to be sustained.

Poor enforcement of rules and reg-
ulations. This is sometimes con-
strained by lack of clarity on roles
played by the police and some min-
istry’s departments like the motor
vehicle inspection unit.

Maintenance backlog of the road
network.

Pavement overloading by heavy
goods vehicles.

Inadequate funding for both capital
and maintenance works.




10.

11.

12.

i3,

14,

15.

Inadequate road maintenance
equipment.
Low capacity by local consultants

and contractors.

Limited private sector participation
in roads development, financing
and management.

Increased traffic volume leading to
congestion within cities/towns.

Inadequate Land Use Policy/En-
croachment on Road Reserves.

Gross under performance of the rail-
way transport.

3.3 Lessons Learnt
in Infrastructure
Development

The following are some of the critical les-
sons learnt in infrastructural development:

;

Research development, Service De-
livery innovations, and Monitoring
and Evaluation are very important
aspects for informed interventions
and remedial actions during project
implementation.

Ownership of the annual work plan
by heads of department is critical in
projects/programmes implementa-
tion and also opens opportunities
for synergies between the depart-
ments.

Effective management of contracts
should be adhered to in order to
enhance projects completion and
avoid non-performance by contrac-
tors.

More funding measures should be
explored to supplement the inad-
equate resources from the govern-
ment, for example, the public pri-
vate partnerships, infrastructure
bonds, etc.

Upgrade of the IFMIS is critical to
avoid a pile up of vouchers/claims in
the processing queuing system.

Quick implementation of the Elec-
tronic Funds Transfer for merchants/
contractors/suppliers.

Itisimportant to initiate project pre-
paratory work before securing re-
sources.

There is need for patience in imple-
menting these types of projects as
there is a lot of background work
done before implementation starts.

Targets and outputs require review-
ing periodically due to uncertainty
of securing the amount of finances
required in these ventures.

3.4 The Way Forward

for Infrastructure
Development

Some of the proposals for the way forward
for the infrastructural development in Ken-
yare as follows.

1,

Budgetary allocation from the ex-
chequer and Fuel Levy Fund should
be enhanced annually towards de-
velopment and maintenance of the
road network;

Rational priorities must be set with-
in the budgetary framework (Roads
Sector Investment Programming);

Priorities to be based on support to
the productive sectors and key flag-
ship projects under the Vision 2030;

Enhanced Axle Load control (to pro-
tect the road investments);

Training of Contractors and Con-
sultants to be enhanced so as to en-
hance capacity that is currently low;

Foreign Contractors to participate in
partnership with local contractors in
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bidding for future contracts (capac-
ity enhancement);

7. Additional capital for roads develop-
mentthroughinvolvement of Private
sector through the PPP framework
(concessioning) to be pursued;

8. There is need to continue with
computerisation of the payment
processing since time lag in the
processing of documents and mak-
ing of payments is a major cause in
accumulation of pending bill;

9. The PPP concept be aggressively ex-
plored to fund the massive infra-
structure projects;

10. Monitoring and Evaluation functions
of the Ministry should be strength-
ened;

11. Recruitment of technical staff should
be fast-tracked by the Ministry;

12. Procurement procedures and proc-
esses are addressed in-order to
shorten the time taken to award and
commence project implementation;

13. Development be enhanced for ef-
fective service delivery;

14, Infrastructure Bond option of fund-
ing projects should be explored.

3.5 Energy

3.5.1 The Energy Sector

The supply of adequate energy for house-
hold and industrial needs has in the past
faced major challenges. Some of these chal-
lenges include high infrastructure develop-
ment costs, long lead time required to im-
plement energy projects, over reliance on
hydro power, inability to deliver adequate
energy to meet national needs, and low in-
vestments in the sector, among others.
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Huge investments are required for Energy,
possibly more than is currently available.
It is therefore necessary to develop inno-
vative ways of resource Mobilisation and
adopt prudence in utilisation for optimal
sector growth.

Although the Government will continue to
play a central role in Energy Infrastructure
development, the huge resource require-
ments call for Mobilisation of resources
held by the private sector through Public-

Private Partnership.

During the year under review, a total of
124 MW of additional power capacity was
installed,10 coal exploration wells drilled, 9
geothermal production wells at Olkaria IV
drilled, 54 institutions installed with solar
electricity generators (PVs), feasibility study
on 12 small hydro power sites completed
and construction of 607 rural electrification
schemes completed.

3.5.2 Targets Set for the Energy
Sector
1. Increased access to electricity.

2. Feasibility studies for development
of small hydro power plants.

Wind energy development.

4. Development of new and renewa-
ble energy technologies.

Energy efficiency and conservation.

6. Promotion of development of bio-
fuels.

7. Co-generation, biogas and gasifica-
tion technologies.

Coal energy development.
Oil exploration.
10. LPGinfrastructure.

11. Upgrade of the Kenya Petroleum
Refineries Limited.




12. Strengthening of NOCK market
share.

13. Purchase of strategic stocks.

14. Capacity enhancement of oil pipe-
line.

3.5.3 Other Targets in the Energy
Sector

1. Install 75 MW additional power ca-
pacity in 2008/09.

2. Increase households with electric-
ity connections from 1,060,383 in
2007/08 to 1,260,383 in 2008/09.

3.5.4 Implementation Progress in
the Energy Sector

The progress in the energy sector covers
electric power generation, energy efficien-
cy and conservation, and petroleum.

i Electric power supply

a) Emergency power generation

During the review period, the Government
contracted Aggreko to supply 146 MW of
temporary emergency power to address
the generation shortfall due to erratic rain
patterns. This led to a review of tax and lev-
ies on electricity in October 2008 to reduce
cost. Consequently, VAT on electricity con-
sumption was reduced from 16% to 12 %
which had the effect of decreasing the final
consumer tariff by 3.45%. Further, the fall
in international oil prices reduced the fuel
cost element on consumer bills from Kshs
7.78 per kilowatt hour in September 2008
to Kshs 4.16 per kilowatt hour in January

2009 equivalent to a reduction of 46.41 %.

b) Additional capacity installed

During the year under review, a total of 124
MW of additional power was installed and
commissioned as follows:

1. 35 MW achieved from additional
three units by OrPower 4 at Olkaria
Il Geothermal Power Plant;

2. 53 MW new power capacity was in-
stalled by Iberafrica Power (EA) Ltd
as a result of concerted efforts by
the Ministry of Energy to ensure
this capacity is installed following
prolonged drought which reduced
hydro-power generation;

3. 26 MW cogeneration capacity in-
stalled by Mumias Sugar Company;

4, 10 MW installed by KenGen fol-
lowing upgrading of Kiambere Hy-
dropower Unit | from 72 MW to 82
MW.

¢) Rural electrification through grid
connection

As at the end of 2007/08 financial year, a to-
tal of Kshs 24 billion had been spent on fi-
nancing rural electrification projects, out of
which Kshs 16.9 billion was raised internally
and Kshs 7.1 billion sourced from develop-
ment partners.

During 2008/09, a total of 607 projects
spread throughout the country were com-
pleted at a total cost of Kshs 3,475 million.
These projects were implemented by both
Rural Electrification Authority and Ken-
ya Power & Lighting Company where they
completed the construction of 370 and 237
projects, respectively. The projects involved
electricity extension to various public plac-

es and institutions that include:
1. 1104 markets centers.
2. 1206 publicschools.
3. 329 health facilities.
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4. 35coffee factories.
155 tea buying centers.

6. 186 government administrative fa-
cilities.
7. 149 water projects.

It is also estimated that about 10,000 do-
mestic consumers will have access to elec-
tricity from these new extensions.

d) Solar electricity generation

In rural areas far away from the grid net-
work particularly in arid and semi-arid land
districts, solar electricity generators (PVs)
have been installed. During the period un-
der review, a total of 54 public institutions
were installed with Solar PVs against a tar-
get of 40 institutions. These institutions are
in Marsabit, Mandera, Wajir, Mbeere, Tur-
kana, West Pokot, Marakwet and Kajiado
Districts.

e) Geothermal reserve appraisal

The Government established the Geother-
mal Development Company (GDC) whose
primary objective is to undertake geother-
mal resources assessment leading to de-
velopment of steam fields for power gen-
eration.  Consequently, 9 geothermal
production wells were drilled at Olkaria IV
Geothermal Field. In addition, funding for
the construction of a 140 MW power plant
at Olkaria | Geothermal Field was secured
from the Japanese Government.

f) Customers with electricity
connections

Atotal of 206,815 new customers were con-
nected with electricity in 2008/09 against a
target of 200,000. This brought the number
of customers with electricity connections
to 1,267,198 in 2008/09 compared to
1,060,383 in 2007/08.
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g) Least cost power master plan
update

The rolling 20-year Least Cost Power Mas-
ter Plan Update (LCPDP) was updated and
the report produced in April 2009.The LCP-
DP gives the least cost power plants and im-
ports to be pursued in the medium and long
term. It also gives the transmission and dis-
tribution lines to be constructed.

h) Coal exploration

The Government undertook coal appraisal
drilling in Mui Basin of Kitui East and Mwingi
East Districts with a view of establishing the
existence of commercial deposits poten-
tial for power generation. During 2008/09
financial year, 10 exploration wells were
drilled bringing to a total of 41 appraisal
wells drilled. A private firm has been con-
tracted to fast track the drilling programme
and analyse the samples of the intercept-
ed coal to assess the quality and quantity of
coalin the area.

i) Construction of coal- fired power
plant

Approval fora PPP joint venture to construct
a plant at the Coast to generate 300 MW of
electricity using imported coal was granted
by the shareholders and a memorandum of
understanding (MoU) was signed between
the Ministry of Energy and Daewoo of Ko-
rea for the partnership. In addition, the fea-
sibility study was completed, Expressions
of Interest invited and Request for Propos-
als for development of the coal plant sent
out to shortlisted firms. KenGen will be the
implementing agency on behalf of GoK and
the project is expected to be commissioned

by December 2015.

ii Renewable Energy Sub-sector

In addition to geothermal and solar en-
ergy already mentioned above, the other




achievements in the renewable energy sub-
sector include the following:

a) Co-generation from cane
bagasse and other agricultural
wastes

The Government carried out feasibility
studies on co-generation to confirm the
potential and technical and economic via-
bility of utilizing sugar cane bagasse in the
sugar belt of Nyanza and Western Provinc-
es, It was established that potential existed,
among the six (6) sugar factories, for gen-
erating up to 120 MW for export to the na-
tional grid without major investments and
about 200 MW with modest investments
for expansion of cane fields and factories’
crushing capacity.

b)  Signed PPAs under the feed-
in-tariffs for renewable

Power Purchase Agreements (PPAs) were
signed for the following 2 small hydro
projects:

1. Genpro Power Ltd for 3 MW at Ter-
emi Falls, Mt. Elgon. The tariff is US
cents 7.58 per kWh and commercial
operation date is 1st March,2012;
and,

2. Imenti Tea Factory acting through
KTDA for 900KW power plant in
South Imenti. The tariff is 6 US cents
per kWh, and commercial operation
date 1st October, 2009.

c) Feasibility study on small
hydropower generation

A feasibility studies were undertaken and
completed on 12 small hydropower genera-
tion sites. The sites are:

1. Iraru for Kionyo Tea factory.

2. Mutonga for Konoro Tea factory.

Mara South for Weru Tea Factory.
Thuci for Rukuriri Tea factory.
Nyamindi for Kimunye Tea factory.
Kiringa for Kimunye Tea factory.
Maragua for lkumbi Tea factory.

Chania for Matara Tea Factory.
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Gucha for Ogembo Tea factory.

10. Kipsonoi 1 for Kapkoros Tea facto-
ry.
11. Kipsonoi 2 for Litein Tea factory.

12. Itare for Kapkatet Tea Factory.

d) Biofuels development

The Bioethanol and Biodiesel Strategies
were putin place.

iii. Energy Efficiency and
Conservation

a) Investment-grade energy
efficiency audits

Three investment-grade energy efficien-
cy audits were carried out on the following
three companies and reports made:

1. Kenya Sweets Limited;
2. C&PShoe Industries;
3. AthiRiver Mining Co. Ltd.

iv. Petroleum Sub-sector

a) Oil exploration

In 2008, there were eleven international oil
companies licensed for petroleum explora-
tion in nineteen out of the country’s thirty
eight exploration blocks. Six of the licensed
blocks are offshore in the Indian Ocean
while the rest are onshore.
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b) Refinery upgrade

Arrangements to modernize the Kenya Pe-
troleum Refineries Limited (KPRL) were un-
dertaken with a view to increasing its ef-
ficiency, reduce the cost of unit crude oil
processed and make it competitive. Dur-
ing the year under review, a private investor
was sourced for Public- Private Partnership
(PPP) venture.

c¢) LPG facilities in Mombasa

The EPC Contract for Mombasa LPG import
handling, storage and distribution facility
was evaluated and approved by the KPCand
KPRL Tender committees. The evaluation
report on EOI for Financial Advisory Servic-
es was also approved by the committees.
Technical evaluation exercise for RFP and Fi-
nancial Advisory Services are on going.

d) LPG facilities in Nairobi

The business plan and preliminary engi-
neering design for the Nairobi LPG storage
and distribution facility were submitted to
Bharat Petroleum Company Limited, the
joint venture partner with KPC. Securing of
land is on-going.

e) Strengthening of NOCK market
share

The number of National Qil Corporation of
Kenya (NOCK) retail stations increased from
42 active stations as at the end of 2007/08
to 58 stations as at the end of June 2009 re-
sulting to an increase of the market share
to 5.34% from 4% for the previous year. The
stations are well spread throughout the
country giving the corporation astrong mar-
ket presence, more sales and higher gross
margins. In addition, the storage capacity of
the Nairobi National Terminal of assorted
products has been enhanced from 1,450 to
4,154 cubic metres. The corporation is now
focusing to spread its wings in Central Kenya
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and Nairobi area to achieve a proportionate
representation in this key market segment
that holds 60% of the market.

f) Purchase of strategic stocks

A gazette notice was published in April 2008
authorizing NOCK the mandate to procure
and manage an equivalent of 90 days of the
country’s petroleum strategic reserves. Es-
tablishment of the necessary administra-
tive and governance structures is under-
way. The corporation is also in the process
of procuring a joint venture partner.

g) Capacity enhancement of the oil
pipeline

During 2008/09, the pumping capacity for
the Mombasa — Nairobi Qil Pipeline (Line-
1) was enhanced to increase the flow rate
from 440,000 to 531,000 litres per hour. Ad-
ditional upgrade is being done at Kipevu Qil
Storage Facility (KOSF) to improve suction
pressure that will enable the pipeline oper-
ate at 831,000 litres per hour.

Plans are also underway to construct a par-
allel oil pipeline from Nairobi to Eldoret to
boost the supply of petroleum products to
Western Kenya and beyond. The oil pipeline
is also to be extended from Eldoret to Kam-
pala, Uganda and during the period under
review, detailed engineering design was un-
dertaken. Enhancement of the oil pipeline
is expected to reduce trucking of petrole-
um products hence reduce damages on the
road network and deaths.

3.5.5 Implementation Challenges
Experienced in the Energy
Sector

The crosscutting implementation challeng-
es in the energy sector include high initial
investment costs for energy projects, strin-
gent conditions for accessing semi-conces-
sionary credits even for commercially via-




ble projects, i.e. the requirement for a 35%
grant element, high political risk rating thus
limiting the level of financing by creditors
and donors require that clearance for “No
Objections” be sought at various stages in
the procurement process, delaying project
implementation and hence disbursement
of funds.

The specific challenges for each sub-sector
are highlighted below.

a. Electric power sub-sector

1. Power generation capacity addi-
tions have not risen in tandem with
demand due to long lead times and
high cost of generating power, which
has necessitated continued opera-
tion of very expensive emergency
diesel power generation ;

2. Over dependence on hydropower,
leading to disastrous effects on elec-
tric power generation during dry hy-
drology situations. Furthermore,
financial viability of hydropower
plants is low because of high cost of
reservoirs, dams and infrastructure
like roads. It has, therefore, been
difficult to attract financing for these
projects;

3. Weak transmission and distribution
network resulting in high system
losses, frequent power outages and
low power supply voltage in many
parts of the country;

4. Limited domestic capacity for un-
dertaking comprehensive feasibili-
ty studies on hydro power systems,
thus slowing down their exploita-
tion for power generation;

5. Smallelectricity consumer base cou-
pled with low income levels limit ad-
equate revenue generation through
tariff adjustments, given that the
current tariff regime is already very
high;

10.

11.

12

13.

14.

15;

1.

Stringent security payment require-
ments by IPPs which include irrevo-
cable letters of credit covering sev-
eral months of capacity and energy
payments provided by KPLC and sov-
ereign guarantees as preconditions
for reaching financial closes for
projects financing;

Limited availability of long-term fi-
nancing to power utilities due to
weak balance sheets relative to the
required debt: equity ratios. For ex-
ample, the power utilities are ex-
pected to raise at least 25% of their
development expenditures;

Extremely high environmental
and social impact mitigation costs
for generation and transmission
projects;

High risks associated with geother-
mal resource assessment and devel-
opment;

Vandalism, theft of transformers
and power cables ;

Huge compensation required for
way leaves acquisition, delays in
getting acquisition consent and fre-
guent encroachment of way leaves;

Regional power projects have high
uncertainty and are delayed by ex-
ternal factors;

Escalating cost of capital intensive
generation projects;

Long distances for power transpor-
tation, difficult logistics and poor in-
frastructure and remoteness of the
off grid stations;

Scattered and sparsely populated
rural areas.

b. Renewable energy sub-sector

Limited awareness about the eco-
nomic opportunities in the renewa-
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ble energy sub-sector as well as lack
of guaranteed market for renewable
energy produced on a small scale;

Unsustainable harvesting of bio-
mass leading to environmental deg-
radation;

Slow adoption of improved technol-
ogies both for production and utili-
sation;

Impact on health due to indoor air
pollution;

Unavailability of data on wood-
fuel production and consumption
trends;

Use of inefficient charcoal conver-
sion technologies leading to wast-
age and pressure on bhiomass re-
sources;

Lack of standards for charcoal, im-
proved charcoal stoves for domestic
use and improved wood stoves for
institutional use;

Unavailability of the right quality
of materials for making improved
stoves (eg. drum sheet);

Unavailability of comprehensive
data on most feedstocks to facilitate
appropriate choice;

10. Unavailability of blending facilities.

c. Petroleum sub-sector

1.

3.

4,

Unpredictable and volatile prices of
crude and refined petroleum prod-
ucts;

Port facilities for off-loading coal
and petroleum fuels are grossly in-
adequate;

There are no port facilities to handle
natural gas, thus limiting fuel and
technology options;

Access to land for private sector in
oil and gas;
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10.

11.

3.5.6

Single Jetty leading to queuing at
berthing and exposing the country
to supply disruptions;

Shallow draft at the Mombasa Port;

Insufficient storage at KOSF to meet
country and regional demand;

Outdated refining technology lead-
ing to low value of total refined
products;

Constrained capacity of the Western
Kenya pipeline hence underutilised
storage and loading capacity;

Massive trucking of products rais-
ing security and safety concerns and
road damage; and,

Inadequate storage infrastructure
especially for LPG limiting stock days
cover.

Lessons Learnt and the
Way Forward for the Energy
Sector

a. Lessons Learnt

The following lessons were learnt during
the year under review:

1.

There is inadequate capacity to car-
ry out construction works in the en-
ergy sector. The number “of local
contractors with technical compe-
tence and financial capacity to un-
dertake major projects is limited.
Foreign contractors have the techni-
cal capacity and financial capability
but are rather expensive;

Monitoring and Evaluation of pro-
grammes has been weak due to in-
adequate capacity;

Devolved funds were used to im-
prove infrastructure particularly in
the rural areas including connection




to the national grid and installation
of solar panels;

Though the Government will contin-
ue to play a central role in energy in-
frastructure development, the huge
resource requirements call for Mobi-
lisation of resources held by the pri-
vate sector through Public-Private
Partnership.

b. The Way Forward

To address the implementation challenges
highlighted above, the following measures
should be considered:

1.

Increased budgetary support for
geothermal resources assessment,
transmission capacity enhancement
and rural electrification expansion;

Government to provide sovereign
guarantees to private investors in
power generation and transmission;

Sourcing of concessional funding for
major power projects;

Need to create adequate and effec-
tive capacity for projects planning
and execution to enhance donor
funds absorptive capacity;

Provision of investment incentives
to IPPs, other investors in energy
production, services and hardware,
and creditors to the energy sector
through an attractive fiscal regime
as articulated in Sessional Paper No
4 of 2004 on Energy, e.g. income tax
holidays to both investors and credi-
tors;

Relaxation of the requirement for
35% grant element to about 20% for
long-term energy infrastructure and
project loans;

Deepening of the infrastructure
bonds market base to raise invest-
ment funds;

10.

1k

12.

13.

14,

15;

16.

L7

18.

19,

Strengthening performance moni-
toring, accountability and project/
program planning systems, i.e. to
improve governance and productiv-
ity of resources;

Reducing the levels of bureaucra-
cy in the funds flow process, when
processing withdrawal applications,
to speed up dishursement from do-
nors;

Periodic review of feed-in-tariffs for
power generation;

Limiting maximum periods for nego-
tiations with investors and approval
of energy production contracts;

Complimentary diesel generation
with wind turbines (in the windy ar-
eas) to reduce the fuel costs;

Use of solar energy cells to comple-
ment diesel generators (technolo-
gy advances to reduce solar based
power costs);

Importation of power from neigh-
bouring countries to spread risk;

Involvement of communities, Mem-
bers of Parliament and local leaders
to sensitize communities on impor-
tance of granting free way leaves;

There is need to develop a biofuels
policy and blending regulations to
streamline and guide development
of biofuels;

Develop private sector capacity in
construction and maintenance of
bio-digesters for successful adoption
of the technology;

Support research on biogas technol-
ogy including piloting on adoption of
institutional biogas plants;

Expanding and increasing the
number of energy centres in an ef-

fort to enhance outreach activities
on renewable energy development.
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3.6 Information,
Communications and
Technology (ICT) Sector

ICT development is fundamental to the suc-
cess of any nation as it equips citizens with
understanding and knowledge that enables
them to make informed choices not only
about issues affecting their lives but also
about issues affecting the whole society.

The successful implementation of the Vi-
sion 2030 depends to a large extent on ICT
development in order to meet the human
resource requirements for a rapidly chang-
ing and more diverse economy. Owing to
the advantages of extensive use of ICT, in-
creased ICT knowledge generation will
greatly help in leveraging Kenya’s capabili-
ties with other developed countries.

3.6.1 Targets Set for the ICT
Sector

The following targets were set to be
achieved in the MTP period:

1. Creation of 7,500 BPO jobs by 201;

2. Construction of 5,500 Km of under-
sea cable and 5000 Km of terrestrial
fibre optic cable;

3. Establishment of one ICT park in the
Nairobi neighbourhood;

4. Provision of broadband connectivity
to social, government and learning
institutions;

5. Development of digital villages at
constituency level and content de-
velopment and digitisation;

6. Modernisation and digitisation of
Kenya Broadcasting Corporation to
enable it to migrate from analogue
to digital broadcasting;

7. Development of four ICT policies in
the plan period;
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8. Train 5000 people in ICT entrepre-
neurial skills.

3.6.2 Other Targets

During 2008/09, the following targets were
to be achieved:

1. Reduce the telecommunication cost
from Kshs. 6000 in 2007/08 per
Megabyte to Kshs. 2,500 per Meg-
abyte:

2. Increase the percentage of house-
holds with access to radios from 90
percent in 2007/08 to 95 percent in
2008/09;

3. Increase the percentage of house-
holds with access to television sets
from 80 percent in 2007/08 to 85
percent in 2008/09;

4. Increase the percentage of house-
holds with mobile phones from 39
percent in 2007 to 40 percent in
2008/09:

5. Increase the percentage of house-
holds using Internet facility from 7.7
percent in 2007/08 to 8 percent in
2008/09.

3.6.3 Implementation Progress in

the ICT Sector

In an effort to attain set targets the sector
made the following achievements:

1. A Cabinet memo on the establish-
ment of special economic zone was
passed by cabinet paving the way
forward towards the establishment
of an ICT park in the Nairobi neigh-
bourhood;

2. 500 people have been trained on
BPO entrepreneurship and skills;

3. The government upgraded two ter-
tiary training institutions to enable
them offer the required ICTs skills to




Kenyans. These are the Multimedia
University and the Kenya Institute
of Mass Communications which has
partnered with the University of Nai-
robi;

4. 5500 Km of undersea fibre optic ca-
ble under the East African Marine
System Project (TEAMS) has been
laid;

5. Construction and laying of 5000 Km
of terrestrial fibre optic cable under
the National Optic Fibre Backbone
Infrastructure (NOFBI) has been
completed.

3.6.4 Implementation Challenges

in the ICT Sector

1. Lack of institutional and legal frame
work to implement automated serv-
ices including electronic transac-
tions.

2. Financial and Human Resource Con-
straints.

3. High costs of ICT utilisation and
maintenance and public sectors.

3.6.5 Lessons Learnt and Way
Forward in the ICT Sector

Competition in the cellular market segment
has allowed mobile telephony to spread all
over the country thus allowing Kenyans to
communicate easily and carry out their eco-
nomic activities more effectively. It has also
pushed the cost of communication down al-
though not to the expected levels consider-
ing the per capita income.

For Kenya to fully utilise ICT as an econom-
ic driver there is need to address other sup-
port sectors such as energy. The cost and
availability of energy in the country has hin-
dered further development of ICT.

Having ICT systems and content alone is not
good enough to enable ICT-induced eco-

nomic growth. The ICTs user must be lit-
erate enough in order to make the circuit
complete. Education and Training curricula
reviews have to be carried out to ensure this
is done.

Reforms in the Trade and Industry sectors
are important in enabling e-business to
flourish. It is therefore, imperative for these
reforms to be fully addressed in the coun-
try.

3.7 Science, Technology and
Innovation (STI)

Science, Technology and Innovation is rec-
ognised globally as essential for the eco-
nomic growth and competitiveness of na-
tions and is also a key component of social
integration, sustainable development and
poverty eradication. Implementation of rel-
evant Science, Technology and Innovation
strategies in Kenya must be successfully de-
livered in order to achieve the goals set un-
der the Vision 2030.

3.7.1 Targets Set for STI

Several programmes and projects were
identified for implementation during the
MTP period under Science, Technology and
Innovation. These were:

1. Provision of an economic and insti-
tutional regime that offers incen-
tives for the efficient use of the exist-
ing knowledge, the creation of new
knowledge, and the flourishing of
entrepreneurship;

2. Development of an educated and
skilled population that can create,
share and use knowledge well;

3. Development of a dynamic informa-
tion and communication infrastruc-
ture that can facilitate processing,
communication and dissemination
of information and knowledge;
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4. Establishment of an effective inno-
vation system (i.e. a network of re-
search centres, universities, think
tanks, private enterprises and com-
munity groups) that can tap into the
growing global knowledge and as-
similate and adapt it to local needs,
while creating new technologies and
knowledge frontiers.

3.7.2 Implementation Progress
under STI

The following are the key achievements
made during the 2008/20009 financial year:

Improvement of STI Capacities
and Capabilities to Support the
Key National Transformation
Areas

1. Aconcept note on undertaking a na-
tional survey to establish capacity
and capability of STI and Higher Ed-
ucation institutions as well as a sec-
toral approach in technology assess-
ment in the agricultural sector was
developed.

2. A national STI Indicators survey was
undertaken. These indicators will be
integrated into System of National
Accounts.

3. Mechanisms for the establishment
of one Science and Technology Park
and three industrial incubators have
also been initiated.

Pool of Qualified STI Personnel
Developed for the Key National
Transformation Areas

A national study on the existing science, en-
gineering and technology (SET) skills was in-
itiated with a view to establishing status of
the same and to inform policy decisions on
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national skills requirements and develop-
ment.

Frameworks and activities geared towards
increasing gross enrolment in Universities
and Technical, Industrial, Vocational and En-
trepreneurship Training (TIVET) institutions
was developed. Curriculum review was also
initiated in Science, Technology and Engi-
neering (SET) courses.

Increased Innovation in Key
Priority Sectors

1. A Research Fund was operational-
ised and a total of Kshs 150 million
disbursed during the review period
as research grants. Within the Fund
too, strategic research collabora-
tion was also established with the
Republic of South Africa and sever-
al other collaborations initiated and
reviewed.

2. Activities to support improvement
of the system of protecting and uti-
lizing the intellectual property rights
were also initiated with an initial es-
tablishment of 6 Intellectual Proper-
ty Rights (IPR) offices/desks in TIVET
institutions.

Highly Informed Society by
Investing in STI

1. Aframework to collate and dissemi-
nate information STI awareness has
been established.

2. Information, Communication and
Education (IEC) Strategy developed,
three STI symposia held, regional
TIVET fairs and Community outreach
programmes held and scientific and
technological exhibitions conducted
across the country to leverage the
public awareness and establish cru-
cial networks for the furtherance of
the national ST&I Sector objectives.




3. Enabling access to equitable, quality
and relevant Higher Education and
technical, industrial, vocational and
entrepreneurship training (TIVET).

4, During the review period, over
15,000 needy students were award-
ed bursaries amounting to Kshs 200
million to study in TIVET institutions.
This was an increase from 5,000
beneficiaries who had received
Kshs 52 million in the 2007/08 finan-
cial year.

5. Upgrading and Modernisation of
training equipment and improve-
ment of physical facilities, devel-
opment of Centres of Excellence,
capacities building of human re-
sources in training institutions and
TIVET curriculum review activities
were also undertaken.

6. A draft University Education Bill and
a TIVET Bill prepared. Once enacted,
the Bills will provide the enabling
framework to develop higher edu-
cation and TIVET as well as regulate
the sector to ensure more access,
equity, quality and relevance of edu-
cation at these levels.

3.7.3 Implementation Challenges
under STI

Otherthan Government budgetary support,
there has been very little technical assist-
ance or donor support from development
partners towards university and technical
education at all levels in recent years. While
some institutions have put in place income
generating activities, these are still weak
and sometimes have ended up compromis-
ing the quality of education.

The Ministry, has however embarked on
ensuring the streamlining of the enabling
frameworks and has laid the foundations
required to overcome these challenges
both in the short and long-term.

3.8 Land Reforms and MTP
Targets

Development initiatives highlighted in the
Kenya Vision2030 to transform our country
into a newly-industrialised middle income
country with a high quality of life are un-
derpinned by comprehensive land reforms.
In order to achieve its objectives, the gov-
ernment set out to implement key policies
namely; the National Land Policy, Nation-
al Land Use Policy and the National Spatial
Data Infrastructure Policy. The specific tar-
gets set included the following:

1. Formulation of a National Land Pol-
icy

2. Development of a National Land Use
Policy

3. Developmentof Kenya National Spa-
tial Data Infrastructure Policy

4, The National Land Use/Spatial Plan

5. The Land Information Management
System

6. Modernisation of Land Registries

7. Land cover and land use mapping,
which involves accurately and con-
tinuously updating of maps.

3.8.1 Implementation Progress in
space Land Reforms

1. Formulation of a National Land
Policy

A national Land Policy has been prepared
and approved by the Cabinet. A Session-
al Paper has also been developed for dis-
cussion by the parliament. A Land Reform
Transformation Unit (LRTU) has been estab-
lished to coordinate the implementation
of the policy. The policy aims to provide an
overall framework and define the key meas-
ures required to address the critical issues
of land administration, access to land, land
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use planning, restitution of historical injus-
tices, environmental degradation, conflicts,
unplanned proliferation of informal urban
settlements, outdated legal framework,
institutional framework and information
management. It also addresses constitu-
tional issues such as compulsory acquisition
and development control as well as tenure.
The policy recognises the need for security
of tenure for all Kenyans.

2. Development of a National Land
Use Policy

A draft concept paper for the preparation of
the National Land Use Policy has been pre-
pared and is in the process of being shared
with stakeholders. The policy aims to guide
and regulate use of land and planned urban
development. The policy further forms the
basis for land use management and pro-
vides an appropriate framework for prep-
aration and implementation of national,
regional and local area land use plans and
ensures that the planning process is inte-
grated, participatory and meets stakehold-
er needs.

3. Kenya National Spatial Data
Infrastructure Policy

A draft Kenya National Spatial Data Infra-
structure Policy has been developed and is
being shared with stakeholders before it is
presented to the Cabinet for approval. The
policy will provide guidelines for the col-
lection, integration, distribution, use and
sharing of geospatial information (Gl) and
services. The policy applies to Gl activities
of public, private and civil society organisa-
tions in the country.

The overall objective of the policy is to pro-
vide a national infrastructure for access and
use of geospatial information in decision
making at local, regional and national levels
for sustainable development.
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4. The Land Information
Management System

This is a computer-based information sys-
tem that enables the capture, manage-
ment and analysis of geographically refer-
enced land-related data. The Government
has digitised 140,000 land rent records,
30,000 valuation reports, 200,000 plot
records, 86,000 cadastral records and 43
topographical maps and scanned 77,000
land registration documents.

5. Land Cover and Land Use
Mapping

The government has updated 10 maps
for Meru (108/3), Nyeri (120/4), Kara-
tina (121/3), Kerugoya (121/40), Nkubu
(122/1), Embu (135/2), Malindi (193/3),
Gede (193/3), Mazeras (198/3) and Mom-
basa (201/1).

6. The National Land Use/Spatial
Plan

This plan is intended to guide physical de-
velopment activities over the next 50
years. It will provide a spatial illustration
of national projects and will also identify
a strategy for land development. The plan
will address issues such as settlement, en-
vironment, transport and economic devel-
opment. It will form the basis upon which
development activities in support of Vision
2030 will take place.

7. Modernisation of Land
Registries

A record of all land transactions is main-
tained in land registries. The development
of land registries will focus on creating
publicly accessible land registries, under
an improved governance framework. This
will involve rehabilitation and construction
of modern registries and reconstruction of
worn out/torn land records in readiness for




the computerisation programme. During
the MTP period the sector will reconstruct
all worn-out/torn land records, rehabilitate
and equip land registries and construct and
equip new land registries. In particular the
sector will ensure that in the next two years
all land worn-out/torn land records are re-
constructed. This will also involve creating
capacity in the Ministry of Lands record-
ing keeping sections to ensure the Ministry
has officers with the right skills to man the
registries.

3.8.2 Implementation Challenges
Experienced under Land
Reforms

During period under review, the following
challenges emerged:

1. Inadequate Funding

Inadequate funding has negatively affect-
ed the implementation of programmes and
projects

2. Population Pressure

In some parts of the country, high popula-
tion densities, cultural practices on inherit-
ance, and the fact that most Kenyans live on
their own plots in the countrysides have re-
sulted in highly fragmented and hence une-
conomical plot sizes.

3. Unsustainable Land Use

In rural areas, land use practices are large-
ly incongruent with the specific ecologi-
cal zones. Uneconomic land sub-divisions,
coupled with poor land use practices are
responsible for accelerated land degrada-
tion and declining land productivity. In the
urban areas, proliferation of informal set-
tlements, urban sprawl and encroachment
into protected land remain key challenges.

4. Land Administration

Land is currently governed by many laws,
most of which are in conflict. This presents
great difficulties in land administration and
management. Harmonisation of land laws
into one statute will reduce the multiple al-
locations of title deeds.

5. Manual Land Information System

The volume of land records and the manual
system used in land transactions have made
it untenable for expeditious land transac-
tions.

3.9.3 Lessons Learnt and Way
Forward for Land Reforms

In 2008/09, Kshs 1.095 billion was collect-
ed in land rent that could be used for imple-
mentation of the Land Information Man-
agement System programme.

3.9 Public Sector Reforms and
MTP Targets

Public sector reforms management is a cen-
tral feature of economic policy reform Pro-
grammes that is aimed at shaping a public
administration leading to national develop-
ment economically, socially and politically.
The public service (Ministries, Parastatals
and extra-Ministerial Departments) has al-
ways been the tool available to the govern-
ment for the implementation of develop-
mental goals and objectives. It is seen as a
pivot for growth of many economies in the
world and is responsible for the creation of
an appropriate and conducive environment
in which all sectors of the economy can per-
form optimally. It is this catalytic role of the
public service that propels the government
to search continuously for better ways to
deliver services to the public.

Reforms in the public sector are critical to
Kenya’s socio-economic development, po-
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litical stability and national cohesion as en-
visaged in the three pillars of the Kenya Vi-
sion 2030.

During the period under review, the sector
reforms aimed at the following:

1. Consolidating and up-scaling gains
realised during the ERS period to en-
sure that the Kenya Vision 2030 is
anchored on a sound public service

foundation;
2. Strengthening the link between
planning, budgeting, programme

implementation and coordination;

3. Improving performance manage-
ment and human resource manage-
ment;

4. Adopting international best practic-
es in reform programme;

5. Institutionalisation of Results-Based
Management (RBM), transform-
ing leadership and developing new
competencies for government.

The specific targets for reforms were set as
follows:

Flagship Targets

42

1. HIV/AIDS Public Awareness and staff
sensitisation campaigns.

Kenya School of Government
Result-based management
Support reform programmes

Tap Kenyan talent abroad

U G S

Productivity improvement, meas-
urement and promotion

Operationalise the new labour l[aws
Peace building and reconciliation

Gender mainstreaming in policies
and programmes

10. Domestication of regional and in-
ternational instruments on gender
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11. Develop a decentralisation policy

12. Development of a decentralisation
strategic framework

13. Performance improvement and re-
form programme

14. Capacity building.

3.9.1 Achievements and

Implementation Progress in
Public Sector Reforms

Capacity Building: A comprehensive
training needs assessment is to be car-
ried out in the Public Sector with a view
of developing a national programme for
the training of public servants and re-
orienting to them to the requirements
and aspirations of the regional develop-
ment policy and in particular the Vision
2030.

Kenya School of Government (KSoG):
The School is being established to build
capacity in governance and its affiliate
institutions for national transforma-
tion. The government established the
Committee on Establishment of Kenya
School of Government. The committee
was established and launched on the
10th February 2009 and has prepared a
report on the modalities for the estab-
lishment of the Kenya School of Govern-
ment. A draft bill to establish the KSoG
has been prepared and submitted to
the Attorney General’s office for draft-
ing and finalisation.

Human Resource: The government is
putting up measures to ensure that the
enlisted staffs are adequate, qualified
and motivated so that they are in a po-
sition to perform their duties effective-
ly and efficiently. Harmonisation of sala-
ries has been done on full banding and
the allowances are being worked on. Al-
ready, hardship allowances have been
reviewed and the hardship areas re-
classified.




4. HIV/AIDS Public Sector Support Initia-
tive: The disbursements of funds from
the Total War Against AIDS (TOWA)
project through a Development Credit
Agreement (DCA) funded by the World
Bank at the National AIDS Control
Council are geared towards behaviour
change and internal mainstreaming of
HIV and AIDS through related education
and awareness campaigns in selected
Ministries. The HIV/ AIDS Control Unit
(ACU) at the MSPS in charge of oversee-
ing the implementation of Public Sector
HIV and AIDS Workplace Policy. Govern-
ment has already taken steps towards
the sustainability of this programme
with each line Ministry having a budget
line for HIV and AIDS with annual alloca-
tions from the Recurrent Vote ranging
between Sh 3 million to 20 million.. So
far, the ACU is engaged in reviewing the
Public Sector HIV/AIDS workplace poli-
cy and development of guidelines for its
implementation. A HIV and AIDS News-
letter is under preparation while a Web-
site is being designed on HIV/AIDS for
the Public Sector as well as setting up
resource centres accessible by the pub-
lic service.

5. Records Management in the Public
Sector: Public access to information
and data will be promoted through the
implementation of the ICT policy, Mod-
ernisation of operations and communi-
cation systems through the use of ICTs,
enhancement of information manage-
ment including processing, storage
and access and capacity development
through training, equipping and ex-
panding local and wide area networks
to support efficient seamless communi-
cation and fast and convenient service
delivery. The ministry has rolled out the
records management system to 16 min-
istries (by 30" September 2009) and it is
now building capacity in the use of the
system.

6. Training Revolving Fund: The fund has
been established with an initial amount
of Kshs 200 million. Modalities are be-
ing put in place for its implementation.
The fund is to be used by public serv-
ants who will be borrowing for training
purposes.

7. Democracy and Public Service Deliv-
ery: The ministry will ensure it will en-
hance Public Service delivery in an open
and accountable manner. Reforms on
culture and attitude change are being
undertaken.

3.10 Human Resource
Development, Labour
and Employment
Targets for the MTP

Kenya aims to create a globally competitive
and adaptive human resource base to meet
the requirements of Vision 2030. To ensure
significant and consistent results, the Kenya
Vision 2030 envisaged that the human re-
sources shall be managed, rewarded and
steered to develop global competitiveness.
This was set to be achieved by enhancing
the capacity to utilise knowledge and infor-
mation in design, production and marketing
of traditional exports.

Several programmes and projects were
identified for implementation during the
2008/09 MTP period as follwos:

Flagship targets:

1. Development of Human Resource
Database;

2. Productivity improvement, meas-
urement and promotion;

3. Strategic management and coordi-
nation;

4. Transformation of the National So-
cial Security Fund (NSSF);
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5. Strengthening linkages between in-
dustry and institutions;

6. lIdentification of talents in the edu-
cation sector;

7. Retraining and redirecting excess
human resource;

8. Providing funds to women entrepre-
neurs;

9. Increasing women representation at
executive level in all branches of the
government and private sector;

10. Setting up an International Acade-
my for Sports, a Sports Lottery, and
sports stadia across the country;

11. Establishing an International Cen-
tre for Arts and Culture, and pro-
gramme to identify, nurture and de-
velop music;

12. Expanding the Youth Enterprise De-
velopment Fund;

13. Establishing the Consolidated So-
cial Protection fund for cash trans-
fers to Orphans and Vulnerable Chil-
dren (OVC), Persons with Disabilities
(PWDs) and the elderly;

14. Full implementation of the Disabili-
ty Fund.

Other targets set for the sector

During the year under review the following
targets were to be achieved:

1. Toincrease the number of Jobs cre-
ated from 485.5 thousand jobs
in 2007 to 759 thousand jobs in
2008/09.

2. Toincrease the number of industrial
disputes settled from 55 percent in
2007/08 to 60 percent in 2008/09.

3. To develop 60 additional Micro and
Small Enterprises in 2008/09.
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3.10.1Implementation Progress
for the Human Resource
Development,
labour and Employment

The following are the key achievements
made during the 2008/09 financial year:

1. Development of Human
Resource Database

Preparations for the National Manpower
Survey to provide baseline information that
will be used to develop a National Human
Resource Database were initiated. In this
regard, tools for the survey and a proposal
for resource Mobilisation were developed.
The exercise would be carried out simul-
taneously in all the East Africa Community
countries.

2. Strengthened Linkages
between Industry and Training
Institutions

Trade Test Examinations numbering 41,734
were administered to candidates; 8,959 stu-
dents were placed on industrial attachment
against a target of 8,000; 5,154 students
were trained in various industrial skills. In
addition, a process of developing an Indus-
trial Training Policy was initiated.

3. Productivity Improvement,
Measurement and Promotion

Formulation of a National Productivity Poli-
cy to provide strategic direction on produc-
tivity management in the country and its
supporting systems is under way. Produc-
tivity improvement exercise was undertak-
en in seven companies that are expected to
be model firms/enterprises for productivi-
ty improvement. In addition, 50 Productiv-
ity Technical Service Providers were trained
from both the public and private sectors.




On contribution to the outcome and targets
relating to national indicators, the following
progress was made:

1. Improved Industrial Peace and
Harmony

10,994 labour disputes were resolved out of
the 11,825 received. In addition, the Indus-
trial Court received 500 cases out of which
264 were finalised. The cases received were
higher than the target of 300 which was as
a result implementation of the revised La-
bour Laws that allow individuals to file their
cases directly with the Industrial Court un-
like in the past where only Unions could file
cases with the Court.

2. Development of the MSE Sector

Rehabilitation of 73 MSE worksites was
started, which was above the target of 60
worksites. However, non-release of second
half fund allocations meant that the project
could not be fully completed as planned.

3.10.2 Progress on Achievement
of other Key Programmes
Areas

1. Upgrading and Refurbishment of
Industrial Training Centres

Commenced refurbishment and rehabilita-
tion works in the five industrial training cen-
tres. Financial support was secured from
the Korean Government towards expansion
and rehabilitation of the Technology Devel-
opment Centre.

2. Development of Website for
Management of Employment
Data

The employment information system web-
site was developed and operationalised and

4,689 job seekers placed in employment
through the Public Employment Services.

3.11 Policy, Legal and
Institutional Reforms

a) Institutional Reforms

Labour market institutions

Labour market institutions were estab-
lished as provided for in the new Labour
Laws. These are: National Labour Board,
General Wages Councils, Agricultural Wage
Council, Rules Board for the Industrial Court
of Kenya, National Council for Occupational
Safety and Health, and Occupational Safety
and Health Fund. However, the institutions
are not fully operational due to inadequate
funding.

1. Transformation of the
Directorate of Industrial Training
(DIT) into a Semi-Autonomous
Government Agency

The Industrial Training Amendment Bill,
2009, which seeks to transform the Directo-
rate of Industrial Training (DIT) into a Semi-
Autonomous Government Agency was
approved by Cabinet and is awaiting publi-
cation before submission to Parliament for
enactment.

2. Review of the Status of the
Productivity Centre of Kenya

A taskforce was constituted to review the
legal status of the Productivity Centre of
Kenya and has developed a report on the
restructuring of the Centre. The report is
awaiting implementation.
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b) Policy Reforms

1. National Occupational Safety
and Health at Workplace Policy

The Draft National Occupational Safety and
Health Policy was prepared in consultation
with stakeholders, the key one being the
National Council on Occupational Safety
and Health (NACOSH).

2. Productivity Policy

The formulation of policy to provide strate-
gic direction on productivity management
in the country and its supporting systems
was initiated.

3. Policy on Child Labour

A Draft Child Labour Policy was prepared
and will be submitted to the National Steer-
ing Committee on Child Labour for valida-
tion.

4. Diaspora Policy

A Draft Diaspora Policy was prepared and is
waiting to be discussed with stakeholders.

3.11.1 Legal Reforms Micro and
Small Enterprise (MSE) Act

A Draft Micro and Small Enterprises Bill was
prepared and discussed with relevant stake-
holders. It will be presented to the Cabinet
for approval before being submitted to Par-
liament for enactment.

3.11.2Implementation Challenges
for the Human Resource
Development, Labour and
Employment

1. Inadequate alignment of the plan-
ning of human resource to develop-
ment needs mainly due to lack of re-
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10.

liable and timely data on the labour
market.

Absence of a skills inventory that
would indicate the distribution of
skills and industry trends necessary
for planning the country’s future
training programmes.

Outdated Kenya National Occu-
pational Classification Standard
(KNOCS), which does not incorpo-
rate some of the emerging occupa-
tions and is at variance with interna-
tional standards.

Lack of a framework for industrial
attachment and apprenticeship sys-
tem.

Limited linkages and collaboration
between education and training in-
stitutions, on one hand, and indus-
try, on the other hand.

Technological gaps and inability to
identify critical skills.

Mismatch between the skills pos-
sessed by the job seekers and those
required by industry, which leads to
under-utilisation of the existing hu-
man resources capacity.

Ineffectiveness in implementation
of the revised labour laws, lack of
adequate social dialogue especial-
ly amongst workers, employers and
Government, and lack of commit-
ment by all parties to promote in-
dustrial democracy.

Lack of national policy on productiv-
ity to give strategic direction on pro-
ductivity management and its sup-
porting systems in the country.

Lack of a comprehensive policy
on occupational safety and health
which has partly contributed to the
weak safety culture amongst work-
ers and employers, and non-com-




11,

12,

13.

14,

15;

16.

pliance with established safety and
health standards.

Limited coverage and magnitudes
of social protection interventions,
which exposes the growing majority
of informal sector workers and en-
trepreneurs, unpaid family workers
and the unemployed to great levels
of vulnerability and destitution.

Insufficient avenues for cultural di-
alogue and furtherance of positive
values for national cohesion and in-
tegration especially in view of the
Kenya’s experience of the poll relat-
ed violence in after the 2007 elec-
tions.

Persistence of child labour problems
and lack of updated and compre-
hensive information on the size and
structure of child labour which has
led to conflicting estimates and in-
consistent intervention measures.

Inequality between men and wom-
en in access to social, economic and
political opportunities.

The plight of vulnerable persons
who are faced with multiple chal-
lenges in their daily lives such as high
level of poverty and various forms of
deprivation.

The adverse effects of a high HIV
and AIDS prevalence, which threat-
ens the competitiveness of Kenya'’s
industries and other sectors of the
economy and has been having neg-
ative impact on the operations of
many organisations in Kenya, their
employees, and households.

3.11.3Lessons Learnt and Way

forward for HRD, L&E

There is need to fully refurbish and
equip with requisite modern equip-
ment the five Industrial Training

5.

3.12

Centres that are expected to pro-
vide industrial training in the whole
country in order to meet the aspira-
tion of the Vision 2030.

Adequate funding and sufficient ca-
pacities should be provided to facil-
itate full implementation of the re-
vised Labour Laws which require
setting up of new institutions that
will play a key role in the mainte-
nance of industrial harmony in the
country, arbitration of trade dis-
putes as well as mainstreaming of
occupational safety and health is-
sues at workplaces.

The Infrastructure programme for
the MSE sector is very important
for the growth of the sector and im-
provement of quality of products
from the sector. The Government is
therefore required to facilitate the
needs of the sector by allocating
more funds to complete the stalled
Jua Kali projects.

Coordination of Micro and Small En-
terprises activities by various plays
should be harmonised so as to avoid
duplication of efforts and overlaps.

There is need for provision of the
requisite capacities — human, finan-
cial and infrastructural —to facilitate
carrying out of the planned policies,
strategies and programmes within
the sector.

The policy reforms measures should
be speeded up.

MTP Targets for Security,
Peace Building and
Conflict Management

The Security, Peace Building and Conflict
Management sector plays a critical and stra-
tegic role in achieving the targets of the Vi-
sion 2030. Security is vital in achieving and
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sustaining the economic growth that is an-
ticipated in Vision 2030. The Vision envisag-
es “A nation of peace and stability; a society
free from danger and fear”. Security is the
foundation of good governance, individual
social welfare and economic development.

There is empirical evidence to demonstrate
that insecurity increases the cost of doing
business in Kenya. The 2007 post-election
crisis demonstrated to Kenyans that peace
and security cannot be taken for granted.
Consequently, in order to effectively im-
plement the first phase of Vision 2030, the
country intends to build a strong and sus-
tainable framework for peace and security,
and to ensure that all internal conflicts and
differences are resolved within the confines
of the law.

The key sector priorities over the MTP pe-
riod were set to include: Promotion of sus-
tainable peace and security, democracy,
and national unity; deterring and defending
the country against any external aggression;
deepening of policy, legal and institutional
reforms; dealing with drug and substance
abuse; Curbing small arms trafficking and
usage; tightening border surveillance; in-
stituting programmes for integration of ex-
security personnel and other offenders;
Enhancing collection, analysis and dissem-
ination of accurate and up to date intelli-
gence information including identification
bio-data; and promoting sustainable pub-
lic-private partnership in policing and provi-
sion of security services.

To achieve the priorities, the sector is ex-
pected to implement the following projects
and programmes over the plan period:

1. Peace Building and Conflict Resolu-
tion

2. Small Arms and Light Weapons Con-
trol and Management

3. Security and Police Reforms

4. Third generation ID cards
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Visa issuing system
6. Border management system

Offender Rehabilitation Programme
and data management system

8. Campaign against drug and sub-
stance abuse

9. Integrated Population Registration
System

10. Humanitarian Aid to Civic Authori-
ties and Capacity Building

11. Establishment/equipping of a foren-
sic laboratory

12. Installation of surveillance cameras
in Nairobi, Mombasa, Nakuru and
Kisumu

13. Police Housing project across the
Country

14. Establishment of a National Security
Database.

3.13.1 Implementation Progress
for Security, Peace Building
and Conflict Management

Implementation in the sector has been real-
ised through the following:

1. Establishment of forensic labora-
tory: The project is ongoing and an
AFIS component is being installed;

2. Installation of surveillance camer-
as in Nairobi, Mombasa, Nakuru
and Kisumu. A CCTV camera was in-
stalled in the CBD, Nairobi, but none
installed in the other areas due to
lack of funding for the same;

3. Construction of 20,000 Police Hous-
es (units): So far 2,102 housing units
for the Kenya police and administra-
tion police has been completed;

4. Construction of six new prisons
in Mwingi, Nyamira, Kwale, Ra-
chuonyo, Vihiga and Kaloleni.- Mwi-




10.

11

ingi, Kwale, Rachuonyo and Kalole-
ni prisons were completed and are
operational. Work on Nyamira and
Vihiga is ongoing. Bomet prison,
though not part of Vision 2030 flag-
ship projects was also completed;

A Police Oversight Board to over-
see complaints against the Police
was appointed in May 2008 also a
Task Force on Police Reforms was
launched on 7™ May 2009 with a
three months mandate to finalise its
work. The Task Force has already fi-
nalised public consultations and has
prepared an interim report of its
findings. It is currently undertaking
study visits/ benchmarking tours in
other countries;

The Minister for Justice appointed a
Planning Committee on the Nation-
al Elders Conference on Cohesion
and Integration on the 19" of June
2009. The Conference was held in
April 2010. The aim of the initiative
was to engage communities in the
process of national healing and rec-
onciliation. The Committee has un-
dertaken consultations with elders
across the country;

Establishment of public-stakehold-
ers security forum to enhance part-
nership.

Establishment of District Peace
Committee in all the 254 Districts;

Enhanced capacity of the security
intelligence organs through acquisi-
tion of the AFIS system;

Development and rollout of the GJ-
LOS reform programme with a secu-
rity agenda focused on crime man-
agement and broader police and
penal reforms;

Increase in reported crime from
63,028 (December 2007) to 63,470
(December 2008), due to reforms in

the Police force making them friend-
lier to the public;

12. Improved police visibility as a result
of increase in Police highway patrol
vehicles and motorcycles therefore
leading to a reduction in highway
crimes;

13. Reduction in crime in Nairobi and
Rift Valley provinces by 27% and
21% respectively;

14. Reduction in the Police: Population
ratio from 1:850 to 1:600;

15. Creation of more administrative
units thus bringing services closer to
the public;

16. Modernisation of security facilities
and equipment.

3.13.2Implementation Challenges
for Security, Peace Building
and Conflict Management

Despite the achievements stated above, the
sector is still faced with various challenges
and constraints which have hampered the
efforts to eradicate crime and insecurity in
the country. Some of the major challenges
include:

1. Inadequate and ageing facilities and
equipment;

2. Inadequate housing and office space
particularly for the disciplined forc-
es and administration officers;

3. Inadequate comprehensive policy
and Legal frameworks;

4. Inadequate human resource capac-
ity;

5. Youth unemployment;

6. High poverty levels;

7. Mushrooming of organised criminal
gangs;
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8. Drug and substance abuse and traf-
ficking;

9. Inadequate security research frame-
work;

10. Changing trends in crimes leading
to more complex and sophisticat-
ed crimes e.g. cyber crime and tran-
snational crimes, human trafficking,
money laundering;

11. Slow adoption of ICT and modern
technology by major departments;

12. Inadequate capacity to patrol the
porous borders, territorial waters
and Economic Exclusive Zone (EEZ);

13. Lack of an integration framework of
ex-security officers;

14. Inadequate conflict and disaster
early warning mechanism and pre-
paredness;

15. Instability in our neighbouring coun-
tries;

16. Outdated security legal framework.

3.15.4Lessons Learnt and the
Way Forward Security,
Peace Building and Conflict
Management

The following constitutes key lessons for
the sector and indicates proposalos for the
way forward.

1. Police Visibility: Enhanced Police to
Population ratio at 1:600 achieved
has led to reduction of crime rate.
The ratio therefore needs to be en-
hanced to achieve the UN recom-
mended ratio of 1:450.
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Public education programme: Pub-
liceducation initiatives such as com-
munity policing (now established in
222 stations across the country),
Police Open Days (which allow face-
to-face interaction with the public),
interactive electronic media talk
shows, Public Service Week and the
launch of interactive web sites with
useful information and documenta-
tion has built trust between the Se-
curity agencies and the public and
therefore need to be enhanced.

Housing and terms and conditions
of service for the police force: Im-
provement in housing facilities
for the Police, facilitation of better
terms and conditions of service and
capacity building has resulted in
improved service delivery and en-
hanced security.

Equipment and technology: Pro-
vision of Modern equipment and
technology such as vehicles (to in-
crease mobility, and thus reduce
opportunities for crime), finger-
printing equipment (to aid in the
detection of crime), anti-riot gear
and communication equipment has
enhanced the capacity of the minis-
try to realise its Mandate of provi-
sion of security.

Conflict management and early
warning mechanisms: It has been
learnt that it is imperative to devel-
op and institutionalise appropriate
conflict and early warning mecha-
nisms to mitigate the risks posed by
reactionary tendencies.




The Economic
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4.0 An Overview of the
Economic Sector

To address economic growth challenges and
subsequently create opportunities for eve-
ry Kenyan, the MTP identified six priority
sectors that were to spur economic growth
to the level of 10% annually. The sectors in-
cluded tourism, agriculture and livestock,
wholesale and retail trade, manufacturing,
business process outsourcing and financial
services. The sectors are critical in spurring
growth since they contribute about 57% of
the total GDP and account for approximate-
ly half of the country’s formal employment.

This chapter examines progress made in the
achievement of targets and outcomesin the
six sectors and progress made in the imple-
mentation of flagship and other projects,
policy, legal as well as institutional reforms.

4.1 The Tourism Sector

Tourism is among the six priority sectors
that are targeted by the Government during
the First Medium Term Plan (MTP) 2008-12

of the Kenya Vision 2030 to raise the nation-

al GDP growth rate to 10 percent by 2012.
Kenya is also envisaged to be among the
top ten long haul tourist destinations offer-
ing a high-end, diverse and distinctive visi-
tor experience. To realise and sustain the
sector, the Government planned to scale
up the Tourism Marketing Recovery initia-
tive to help tourism recover from the slump
that was occasioned by the 2007 post-elec-
tion violence, and from the impact of the
global economic meltdown that was expe-
rienced in 2008 and part of 2009.

In pursuit of diversifying tourism products,
three resort cities were to be developed
in Isiolo, Diani/Ukunda and Kilifi. Further-
more, the country’s premium Safari Parks
and facilities that were underutilised were
to be improved and high value niche prod-
ucts created among other interventions.
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4.1.1 Policy Review and MTP
targets for Tourism

The Government initiated various policy
changes and planned to undertake more
changes during the MTP (2008-12) peri-
od. Among the reforms planned were: the
translation of the tourism and wildlife poli-
cies into the Wildlife and Tourism Act, and
development of the heritage policy to max-
imise the utilisation of the existing heritage
facilities, develop a facilitative legal and in-
stitutional and regulatory framework as
well as improve efficiency in heritage in-
vestment.

Drafts of Tourism, Wildlife and Heritage pol-
icies were prepared and are awaiting cabi-
net approval for implementation while the
Tourism and Wildlife bills have been pre-
sented before Parliament and are awaiting
passage and enactment. The bills once en-
acted are expected to bring about the nec-
essary legal reforms in wildlife management
and allow KTDC to increase its borrowing
capacity to Kshs 1 billion. In addition to the
legal reforms, more reforms were planned
to enable zoning of the country into tourism
development zones with established devel-
opment standards for each product type
and the carrying capacity of each zone.

Within the sector, the Government commit-
ted to quadruple tourism earnings to Kshs.
200 billion by increasing international ar-
rivals from 1.6 million to 3 million, while
also increasing the average spending per
visitor from Kshs 40,000 to Kshs. 70,000.
To achieve this, three Tourist Resort Cities
were to be established during the first MTP
2008-12. One city is to be established in Isi-
olo and two at the Coast to enhance bed ca-
pacity and improve the standards of tourist
accommodation and facilities.




4.1.2 Achievements and
Implementation Progress in
Tourism

In 2008/09 the sector witnessed one of its
worst performances in recent years. This
was attributed to perceived instability and
rising levels of insecurity, negative trav-
el advisories that were issued against Ken-
ya by countries who coincidentally, formed
the key tourist source markets that in effect
discouraged and led to reduced numbers of

tourists visiting Kenya, high cost of jet fuel,
rise in commodity prices and exchange rate
fluctuations. As a result tourism earnings
decreased from Kshs 65.2 billion in 2007
to Kshs 52.7 billion in 2008, representing a
19.2 percent drop. The volume of interna-
tional arrivals decreased to 1.2 million in
2008 from 1.8 million in 2007. The number
of bed-nights occupied by Kenyan residents
decreased from 1.9 million in 2007 to 1.6
million in 2008.

Table 4: Tourism Arrivals and Earnings (2003 — 2008)

Bed nights
i Total In - in
HOUSY — | retors— | Omar—| O Lo | RIS
Year | Business 5 : tional (tour- ; (Kshs Bil-
= on transit | Visitors : : Residents |
visitors ist) Arrivals lion)
of Kenya
2003 | 866,102 219,000 61,000 1,146,102 738.7 25.8
2004 | 1,132,000 | 162,200 66,500 1,360,700 1,190.3 39.2
2005 | 1,269,200 | 79,800 130,000 1,479,000 1,129.6 48.9
2006 | 1,313,549 | 137,165 149,829 1,600,541 1,374.8 56.2
2007 | 1,520,700 | 130,900 165,200 | 1,816,800 1,869.8 65.2
2008 | 1,045,500 | 62,000 95,800 1,203,200 1,566.9 52.7

Source: Economic Survey, 2009

The downward trend was however be-
ing addressed through the Tourism Re-
covery Programme Initiative. This en-
tailed aggressive marketing of the
country’s tourism beyond the tradition-
al markets. In addition, a specialised
force was established within the Police,
the Tourist Police Unit to provide secu-
rity to tourists visiting the country. The
foreign missions and Kenya’s embas-
sies abroad with the media were en-
gaged more actively to counter negative
publicity of Kenya as a tourist destina-
tion, and to dissuade foreign countries
against issuing negative advisories on
Kenya. All these efforts were expected
to bear fruit in 2009 and beyond.

4.1.3 Implementation Progress
of Flagship Projects in the
Tourism Sector

Other than the one year recovery strategy
specifically developed for the Tourism Sec-
tor, four flagship projects indicated here
were planned to be implemented in order
to address the challenges and also promote
overall growth in the Tourism Sector.

1. Development of Three Resort
Cities (Isiolo, Diani & Kilifi)

The Government in collaboration with local
and international investors planned to de-
velop three resort cities, two at the Coast
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and one in Isiolo. The first resort city was
to be established around Isiolo to tap into
the rich tourism potential presented by Mt.
Kenya region, Meru National Park, the Ab-
erdares and Samburu National Park among
others. The resort city at Kilifi was to be a
mass family-friendly resort targeting pre-
dominantly high-income tourists, while the
one in Ukunda/Diani was to emphasize on
wellness and it was to offer cultural expo-
sure to tourists on the diverse cultures of
the Kenyan communities.

In 2008/09, an Inter-Ministerial Taskforce
co-ordinated by the Ministry of Tourism was
formed. The Terms of Reference (TOR) of
the task force was to conceptualize the Isio-
lo Resort City project idea by exploring suit-
able socio-economic activities befitting a re-
sort city, project geographical area and land
acquisitions requirements, infrastructur-
al and service development requirements,
funding, project institutional framework
and action plan. The task force managed to
organize a pre-feasibility study whose find-
ings and recommendations were presented
to the Cabinet for approval.

Phase | of the project was proposed to run
for five years, and was to involve laying the
groundwork, study tours, laying institution-
al framework, and the drawing of an invest-
ment plan. Other activities were to include
development of a model design of the pro-
posed city, a comprehensive regional phys-
ical development plan for the project area
and its hinterland, and an Environmental
Impact Assessment (EIA) for the area. Inves-
tor conferences will be held and relevant re-
ports prepared for utilisation. The work on
the other resort cities at Diani/Ukunda and
Kilifi has not commenced.

2. Premium Parks Initiative

Kenya Wildlife Service finalised Park en-
try fees differentiation. The premium parks
(Amboseli & Lake Nakuru) were to be raised
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to US S 60 to facilitate control of numbers
due to fragility of the environment and the
high demand for the sites.

3. Under-Utilised Parks Initiative

During the period under review, Kenya Wild-
life Services offered 13 sites for construction
and lease through Public Private Partner-
ships. Award of the sites was completed by
June 2009 and construction work was to be
completed by August 2010 to boost visitors
to underdeveloped parks such as Mwea,
Saiwa and Mt. Elgon. In Tsavo Conservation
Area; 9 sites were identified for develop-
ment in Tsavo east, Tsavo West and Chyulu
National Parks. The Sites were advertised
in February and leases awarded. In West-
ern Conservation Area that includes Ndere
Island, Kisumu Impala Sanctuary and Ruma
National Park, developments of the tented
camps were initiated and are expected to
be operational by June 2010.

4. Development of Niche Products

~ Kenya Wildlife Service continued to de-

velop tented camps in the western circuit
that are expected to be operational by June
2010 and marine parks at Malindi, Watamu,
Mombasa, Shimoni, Kiunga.

4.1.4 Challenges Experienced in
the Tourism Sector

Despite the reform measures and recov-
ery strategies implemented, the sector still
faced various challenges including the fol-
lowing:

1. Inadequate hotel/bed capacity: Bed
occupancy levels during peak sea-
son are close to full capacity (about
92 %) and hotel establishments are
thus struggling to cope with rapid
growth in demand. Also, the open-
ing up of new tourist circuits like the
Western Kenya Circuit has created




new challenges of provision of ad-
ditional accommodation in the new
circuits.

Product Quality and Diversity:
Product choice and range are lim-
ited hence the need to include cul-
tural tourism, sport and community
based tourism among others. Ho-
tels (18%) are in the 4-5 star catego-
ries which are lower than the pre-
mier tourist destination the country
wishes to project. Tourism activities
are currently concentrated in only
six terrestrial parks and one marine
park, which receive about 80% of
visitors to the country.

Poor infrastructure: Inadequate
and inefficient infrastructure such
as poor and dilapidated road net-
work especially in the new tourist
circuits, communication services,
and high cost of electricity affected
the quality of service and products
offered and also increased the oper-
ational costs within the sector. This
in turn diminishes the competitive-
ness of the destinations and hence
there is need to improve the infra-
structure.

Insecurity: Political instability, ter-
rorist threats, income inequalities,
unemployment and poverty have
affected the tourism sector.

Inadequate financial resources:
Over the years, the sector has been
allocated limited financial resources
from the Government despite being
the leading foreign exchange earn-
er and the third largest contributor
to GDP. The sector has been receiv-
ing only 50% of its budget require-
ments.

Research and development: The
sector currently does not have a

specialised research institute. The
National Tourism Policy 2008 rec-
ognised this problem and proposed
the establishment of Kenya Tourism
Research Institute to be responsi-
ble for the following activities; Com-
prehensive Tourism Database, Tour-
ism Product Development, National
Tourism Information, Spearhead is-
sues on emerging trends and mar-
ket dynamics, through such instru-
ments as consumer surveys to duly
inform decision makers and inves-
tors.

4.1.5 Lessons Learnt and Way

Forward for Tourism

As the sector is very critical in generation of
foreign exchange and employment among
many other benefits, there is need for con-
tinued collaboration between the Ministries
of Tourism, Forestry and Wildlife and that of
Roads. This will ensure optimal utilisation of
resources to address the problems affecting
the sector. Additionally, there is need to fa-
cilitate development and promotion of oth-
er products such as: resort cities, business
tourism, eco-tourism, sports tourism, cul-
tural tourism, shopping, conference tour-
ism, and heritage sites. There is also need
to address security concerns for the sector
to realise its full potential. Further there is
urgent need to increase budgetary alloca-
tion for the tourism sector to support prod-
uct development, marketing, research, and
other support services. There is also need
to establish the Kenya Tourism Research In-
stitute and protect Kenya’s biodiversity by
eliminating poaching within protected are-
as and reducing it to bare minimum outside
the protected areas. There is equally need
to ensure the safety of tourists in the pro-
tected areas and safeguard all revenue, as-
sets and facilities.
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4.2 Agriculture, Livestock and
Fisheries Sectors

The Agricultural sector dominance has re-
mained strong not only as a key driver of
the economy but also in ensuring food se-
curity, job creation, income generation, for-
eign exchange earnings and linkages with
other sectors including industrial develop-
ment within the Medium Term Plan 2008-
12 of Kenya Vision 2030 framework, despite
the post-election violence and drought that
was observed during the year under re-
view.

To achieve the required transformation of
the sector into a profitable economic activi-
ty, clear and achievable strategies were pro-
posed in the first MTP 2008-12 on how to
seize emerging opportunities and also ad-
dress the various challenges. It was envis-
aged that the sector would achieve acceler-
ated growth and peak and be sustained at
about 10 percent in the medium-term. The
results were to be realised by focusing on
strategic growth result areas that were to
include: raising productivity and commer-
cialization of the sector; development and
management of key factors of production;
development and delivery of sector sup-
port initiatives; and establishment and roll-
out of supportive organisational and imple-
mentation structures.

On average, the agricultural sector contrib-
utes about 24 percent of the Gross Domes-
tic Product (GDP) and 65 percent of total
export earnings. Through links with manu-
facturing, distribution and the service sec-
tors, agriculture indirectly contributes a fur-
ther 27 percent of the country’s GDP. About
80 percent of the country’s population live
in the rural areas and derive their livelihood
from agriculture and related activities. In-
deed, the Medium Term Plan 2008-12 fo-
cused on sectoral core functions and key ac-
tivities and suggested those that could be
supported through deepened private—pub-
lic sector partnerships (PPPs).
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4.2.1 Policy Review and MTP
Targets for Agriculture,
Livestock and Fisheries
Sectors

During the period under review, the Strat-
egy for Revitalising Agriculture (SRA) (2004-
2014) was reviewed and aligned to the First
Medium Term Plan (2008-12) of the Kenya
Vision 2030 and renamed as the Agricul-
tural Sector Development Strategy (ASDS)
2009-2018.

During the year under review, three out-
comes namely an increase in agricul-
ture production; value addition in agricul-
ture and an increase in export of livestock
and livestock products were envisaged. In
2008/09, the indicators for measuring the
achievements of the outcomes were a zero
percent growth in the agriculture sector, 4
new agro-processing technologies devel-
oped and Kshs. 2.27 billion realised from
exports of livestock and livestock products.

The following developments have since tak-
en place:

a) Crops Sub Sector

The government initiated a review of all
laws and regulations governing the opera-
tions of the crops sub sector that once com-
pleted are expected to create a favourable
environment for the sub sector develop-
ment. The policy priorities of the sub sector
sought to promote a competitive crops sec-
tor and the development of diversified mar-
ket outlets and products.

b) Livestock Sub Sector

In 2008/09, the process of realigning the
livestock sub sector with current goals and
challenges both in the local, regional and
international spheres was initiated. The
process of reviewing all relevant laws and
policies in an effort to reflect the current
practices was initiated. The process of de-



veloping a Livestock development Master
Planis on-going.

c) Fisheries

In order to operationalise the main National
Ocean and fisheries Policy, the government
put in place a team to develop Aquaculture,
Marine and Inland Fisheries policies while
the Fisheries Act (Cap 378) and the Mari-
time Zones Act (Cap 371) were reviewed
and subsidiary legislation developed to be
in tandem with the newly developed policy.

4.2.1 Achievements and
Implementation Progress for
Agriculture, Livestock and
Fisheries Sectors

The performance of the agricultural sector
during the period under review was dismal
due to unfavourable weather conditions,
displacement of some farmers and disrup-
tion of agricultural activities from the post-
election skirmishes leading to late planting
and reduction in area under crop. Conse-
quently, the sector recorded a negative 5.4
growth compared to a revised 2.0 percent
growth in 2007 and contributed 23.6 per-
cent compared 21.6 in 2007. The value of
exports of livestock and livestock products
was recorded at Kshs. 2.27 Billion com-
pared to Kshs. 1.98 billion in 2007 while the

total quantity of fish landed was recorded at
134.6 thousand tonnes in 2008 compared
with 128.2 thousand tonnes in 2007.

In order to address the challenges affecting
the agricultural sector, five flagship projects
were identified in the MTP 2008-12. The
projects were consolidation of the agricul-
ture reform bill, fertilizers cost-reduction
programme, establishment of disease free-
zones in Arid and Semi-Arid lands (ASALs)
and ASAL development projects.

During the period under review, the sector
made some progress in attainment of the
results that are outlined in the handbook
of reporting indicators. Among the achieve-
ments were: Hiring of a consultant to review
work that had been done by the stakehold-
ers and incorporate their views in the draft
legislation; bulk procurement of fertilizer by
National Cereals and Produce Board (NCPB);
development of a strategy for private sector
participation in supply and distribution and
a proposal for feasibility study on manufac-
turing and blending within the country and
the region prepared for funding. To address
the frequent outbreaks of livestock diseases
and to conform to international export re-
quirements, resources were mobilised and
initial preparation of the Disease Free Zones
(DFZ initiative) undertaken.

Table 5: Implementation Status/Progress Report on Agriculture

the Consolidat-
ed Agricultur-
al Reform Bill.

Flagship Implementation Status/Progress Report
Projects
Enactment of Thematic Working Group (TWG) on the legal and Regulatory Reforms formed.

Praocurement of legal consultancy completed and duly approved by Treasury.
All 130 plus Acts in the sector procured and bound.

Membership of the TWG reviewed to fasten the process.

Fertilizer Cost—
Reduction
Initiative.

Bulk procurement of fertilizer commenced, 150MT of various ferti-
lizers purchased and injected into the market through NCPB,

Fertilizer prices reduced e.g. DAP 50kg bag price re-
duced from Kshs. 6,400 to 2,500.




Setting up of five
livestock Disease
Free Zones in the

Disease Free Zones (DFZ) concept paper and a Cabi-
net Memo has been submitted to the Cabinet.

Implementation Plan for Kenya DFZ has been finalised with base-

ASAL regions.

(4 Livestock Dis-
ease Free Zones
established in
ASAL region,1
DFZ (Coast); 1
DFZ at Laikipia;
1 DFZ at Isiolo;
and 1 North Rift)

ASAL Develop-
ment Projects:
putting addition-
al 600,000-1.2
million hectares
under irrigation:

High Grand
Falls Multi-pur-
pose Reservoir

line survey for Rinderpest, PPR and RVF done.
Proposal for livestock development component in DFZ has been prepared.

Construction of laboratory in Bachuma is complete.

A concept paper has been prepared and a Pre- Feasibility study undertaken.

PPP investors being sought with investors from Iran, Chi-
na and Japan showing interest.

Feasibility study has been undertaken and a Cabinet Memo prepared.

Expression of Interest is complete and a license from NEMA has been obtained.

Tana Delta In-
tegrated Sug-
ar Project

across national borders. However
there are no regional policies and
programmes to address cross bor-
der crop pests and diseases.

4.2.2 Challenges Experienced in
the Agriculture Sector

In general, the challenges that affected the

sector include the following:
4. Inadequate legal and policy frame-

works: There are over 130 piec-
es of legislation. Some are outdat-
ed while others are prohibitive and
overlapping thus detrimental to ag-
ricultural development.

1. Agricultural Inputs: There have
been rising costs of production as a
result of high and fluctuating cost of
crude oil, fertilizers and agro-chem-
icals.

2. Climate Change: Developing coun- 5
tries including Kenya are adversely
affected by climate change due to
their fragile environment and ab-
sence of mitigation measures in-
cluding disaster preparedness and
response.

Low application of modern tech-
nology: Use of modern science and
technology in production is still lim-
ited. Although Kenya has a well-
developed agricultural research
infrastructure inadequate research-
extension-farmer linkages and lack
of demand-driven research are still
evident.

3. Pests and Diseases: Crop pests
such as desert and red locusts, que-
lea birds, grain and stem borers cut
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10.

11.

Poor governance in agricultural in-
stitutions: Poor governance and
corruption has led most such insti-
tutions to collapse or be ineffective.

Inadequate quality control sys-
tems: The export of agricultural
products has faced restrictions due
to poor packaging, damage during
transportation, poor handling and
infections due to lack of a Code of
Conduct for exporters, and quality
control.

Multiplicity of taxes: Farmers
have been subjected to a multiple
number of taxes from at both na-
tional levels in form of levies and at
local level in terms of cess without
the requisite services.

Low availability of capital and ac-
cess to affordable credit: This is
the main causing low productivity
in agriculture is inadequate credit
to finance inputs and capital invest-
ment. While the AFC, the Coop-
erative Bank of Kenya and the co-
operative movement, have made
considerable efforts to provide af-
fordable credit to farmers, the high
interest rate make it impossible for
most farmers to access to credit.

Inadequate market and marketing
infrastructure: The domestic mar-
ket is small and lacks an effective
marketing information system and
infrastructure. The dependence on
a few external market outlets makes
agricultural exports very vulnerable
to changes in the demand of agri-
cultural products and unexpected
non-trade barriers by foreign mar-
kets.

High cost, adulteration and low ap-
plication of key inputs: While the
prize of seeds has been contained,
the cost of fertilizers and agro-
chemical has escalated over the last

12.

13.

14,

15;

16.

17.

two years making them unafforda-
ble by many farmers and increasing
the cost of production. This results
in low application of inputs, hence
declining soil fertility and subse-
quently reduced productivity.

Pests and diseases: Waste due to
pre-harvest and post-harvest loss-
es occasioned by pests and diseas-
es and lack of proper handling and
storage facilities continue to be ex-
tremely high because smallholder
farmers and pastoralists lack financ-
es, or are not informed. 3

Frequent droughts and floods:
Over the last three decades the fre-
qguency of droughts and floods has
increased, resulting in crop failures
and loss of livestock.

Lack of storage and processing: In-
adequate storage facilities constrain
marketability of perishable goods
such as vegetables and other horti-
cultural products.

Poor infrastructure: Underdevel-
oped rural roads and other key
physical infrastructure have led to
high transport costs for agricultural
products to the markets as well as
farm inputs. This has continued to
reduce competitiveness of the Ken-
yan farmer. In addition, electricity
in rural areas is expensive and often
not available, reducing investment
in cold storage facilities, irrigation,
and agro-processing.

Increasing incidence of HIV/AIDS,
malaria and waterborne diseases:
The rapid spread of the disease and
the corresponding deaths have re-
sulted in the loss of productive agri-
cultural personnel.

Terms of Trade: Kenyan exports
have been constrained by unfavora-
ble international terms of trade. De-
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veloped countries especially contin-
ue to impose prohibitive tariff and
non-tariff barriers. These include
declining commodity prices, biased
trade agreements and the use of
agricultural subsidies in support of
farmers.

In more specific terms, each sector had its
own unique challenges as outlined hereun-
der.

4.2.3 The Crop Sub-Sector

1. Inappropriate policy and legal
framework that is not fully support-
ive of the private sector-led agricul-
tural development in a liberalized
economic environment;

2. Predominance of smallholder crops;
Inadequate value addition;

4. Insufficient and poorly maintained
market infrastructure for handling
food products in both urban and ru-
ral areas resulting in high levels of
wastage and spoilage;

5. Low agricultural output and produc-
tivity caused by low adoption of ap-
propriate technologies such as high
yielding crop varieties;

6. Inadequate application of fertilizers
and manure;

7. Inefficient tillage and cultivation
methods, high cost of inputs and
productive resources such as cred-
it and irrigation infrastructure and
weak research-extension linkage;

Low mechanization;

9. Inappropriate land use practices and
environmental policies that have
been instrumental to encouraging
land fragmentation;

10. Extension of urban development
into agricultural land, maintaining
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11.

12.

13.

of idle land, and cultivation along
river banks;

Deforestation and encroachment
into water catchment areas and
wetlands;

Poor access to agricultural market
information leading to limited ac-
cess to markets and narrow market
destinations for various commodi-
ties the country is capable of pro-
ducing;

Weak institutional capacity leading
to poor determination of training
needs, monitoring and evaluation,
and poor coordination of the differ-
ent actors and a high staff turnover
resulting into loss of institutional
memory and change of priorities.

4.2.4 Livestock Sub-Sector

1
2.

Weak policy and legal frameworks;

Low livestock productivity, erratic
and unpredictable weather condi-
tions which affect the quality and
qguantity of livestock feed and water
supply and poor prices of livestock
products;

Prevalence of trans-boundary an-
imal and zoonotic diseases and
pests;

Inadequate capacity for service de-
livery; weak delivery of extension
services;

Poor access to local and internation-
al markets;

Unreliable data and information
management in the livestock indus-
try.

4.2.5 Fisheries Sub-Sector

1.

Lack of a fisheries policy and inade-
quate supportive infrastructure;




Inadequate budgetary provisions;
Environmental degradation;
Weak fish producer organisation;

Lack of access to credit facilities;

S = e

Poor saving culture among fishing
communities;

7. Inadequate marketing information,
and lack of adequate and quality
fish seeds and feeds;

Poor technology transfer;
9. Weak monitoring;

10. Control and surveillance systems
(MCS);

11. Low marine fishing technology;

12. Stringent sanitary and phyto-san-
itary standards in export destina-
tions and diminishing fish stocks.

4.2.6 Lessons Learnt and Way

Forward for Agriculture,
Livestock and
Fisheries Sectors

The performance of the sector was impres-
sive despite all the serious challenges it en-
countered. Notable performance was in the
availing inputs (fertilizer and seed) to farm-
ers, control of migratory pests (armyworm,
quelea birds and locust), market access and
information dissemination, agro-process-
ing technologies, and capacity building.
Additionally, it was noted that despite ag-
riculture being a key sector to the national
economy it was not allocated enough re-
sources based on its contribution to eco-
nomic growth. If resource allocation to agri-
culture were to be increased to the desired
level of 10 percent as per the Maputo Dec-
laration the sector would then be better
placed to fulfill its objectives. The new strat-
egy of public private partnership has im-
proved service delivery in the sector.

Most of the small scale farmers were una-
ble to afford the high cost inputs (fertilizer,
pesticides and seeds) and this resulted to
low production and productivity. The sec-
tor therefore needs continued interven-
tions that will stabilize the input prices and
streamline distribution. It was noted that
over reliance on rainfall frustrated agricul-
ture production and very little investment
has been made on irrigation farming. There
is thus need for proper investments in irri-
gation and water harvesting for agriculture.

4.3 The State of the Co-
operatives Sub-Sector

In pursuit of the Kenya Vision 2030 co-op-
eratives are expected to play an important
role in addressing challenges of low pro-
ductivity, inappropriate land use systems,
poor marketing systems, and low value-ad-
dition, Under this framework, the coopera-
tives sub sector is expected to implement
key flagship projects and specific prior-
ity programmes that involve review of the
Cooperative Development Policy and legal
framework, putting in place SACCOs Regu-
latory Framework to facilitate more effec-
tive regulation of SACCOs and re-defining
procedures for their operations to create
enabling environment for fair competition
and efficiency. Further policy and institu-
tional reforms are also expected to be put
in place. In broad terms the following is ex-
pected to be done:

1. Strengthening Co-operative Regula-
tory Framework;

2. Enhancing Professionalism in Man-
agement of Co-operative Societies;

3. Initiating Corporate Governance Re-
forms within the Co-operative Sec-
tor;

4. Facilitating Education and Training
within the Co-operative Movement;
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5. Enhancing Research and Marketing
Capacity of the Co-operative Move-
ment;

Enhancing the Capital Base of Co-
operatives;

7. Improving Quality of Co-operative
Investments;

Supporting Value-Addition and pro-
moting investment in new co-opera-
tive ventures.

Under the period under review, the sec-
tor contributed to the Vision 2030 and First
Medium-Term Plan through actions to sup-
port National Flagship projects and imple-
mentation of specific priority programmes
as follows:

4.3.1 Co-operatives Policy and
Legal Reforms

In order to provide an enabling environ-
ment for cooperatives participation the pol-
icy and legal frameworks governing cooper-
atives operations continued to be reviewed,
harmonised and consolidated. This was ne-
cessitated by the need to realign coopera-
tive development policies with the Kenya
Vision 2030 and subsequently harmoniz-
ing the cooperatives legal and regulatory
framework with policy.

1. The first step involved review of the
Cooperative Development Policy
whose draft awaits internal review
and stakeholders’ validation;

2. The SACCO Regulatory Bill was en-
acted into law to facilitate more ef-
fective regulation of SACCOs. Sub-
sequently, the implementation of
the SACCO Act commenced and in-
volved the establishment of the
SACCO Regulatory Authority (SSRA)
and re-defining procedures for SAC-
COs’ operations by creating an envi-
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ronment for fair competition and ef-
ficiency in the sub-sector.

4.3.2 Fertilizer Cost-Reduction
Investment

In the past, co-operatives have played a crit-
ical role in the supply of major farm inputs
as co-operative institutions (e.g. KFA, KPCU,
and District Co-operative Unions) had exten-
sive supply stores throughout the country
that could be useful in improving to inputs
by the producers. It was thus considered
that the re-entry of cooperatives into agro-
inputs business would re-kindle important
linkages with other agricultural institutions
for the benefit of increased agricultural pro-
ductivity. Accordingly, major input supply
co-operatives continued to be encouraged
and facilitated to form networks with man-
ufacturers through which fertilizer procure-
ment and distribution were to be coordi-
nated to ensure better availability of quality
and more competitively priced fertilizer.

Further the Ministry stepped up efforts to
seek Public Private Partnerships towards in-
jection of fresh capital into inputs supply co-
operatives to enable them to efficiently and
effectively carry out the input procurement
and distribution supply function. The Min-
istry prepared a KFA Revival strategy and
Business Plan whose implementation was
put on hold following the transfer of KFA
to the Ministry of Agriculture. The Ministry
further undertook a nationwide review of
the status of some District Co-operative Un-
ions and their affiliates to determine those
that could take part in the fertilizer procure-
ment and distribution.

4.3.3 Enhanced Access to
Financial Services

In order to improve access to financial serv-
ices cooperatives were encouraged to mo-
bilise as much savings as possible so as to
increase loanable funds to meet members’




credit requirements. Further, SACCOs were
also encouraged to explore and diversify
their products and services (e.g. diversify
into mortgages), review their approaches
(business process re-engineering, innova-
tion, etc) in relation to the members’ needs.

4.3.4 Revitalisation of Agro-
Commodity Co-operatives

The Ministry promulgated the marketing
rules for the smooth management and fair

marketing in the co-operative movement.
Efforts were also made to promote co-oper-
ation and strategic alliances with the private
sector-based institutionsin marketresearch.
Cooperatives were further encouraged to
allocate adequate funding from within the
sector to undertake research on a continu-
ous basis and develop and implement feasi-
ble marketing strategies and operationalise
commodity development funds.

Table 6: Revitalisation of Agro-commodity Co-operatives.

Flagship Areas
and or Programs/
Projects for Vi-
sion 2030 MTP

Expected Output/Outcomes

Achieved Results; 2008/09

Finalised Co-operative pol-

Consolidation of :
icy and legal framework re-

Agricultural Policy /

Legal Framework : i
ing sub sector policies

views/finalisation of outstand-

Draft Cooperative Development Poli-
cy was finalised and awaits internal re-
view and validation by stakeholders;

SACCOs Regulatory Bill was enacted into
Law; the SACCOs Societies Act; 2008

Fertilizer/Input
cost reduction

Increased access to affordable fer-
tilizer/other agricultural inputs

Ministry completed formulation of Business
Plan on formation of Kenya Farmers Agency.
However the plan was shelved when KFA
was transferred to Ministry of Agriculture.

Restructuring of KPCU started un-

der CPCPC project/Ministry’s own sup-
port but was shelved following EU’s
withdrawal of funding support.

Ministry initiated work on revitalisa-
tion of some key District Co-op un-
ions and their affiliate societies.

2008 -2012 | 63




Flagship Areas
and or Programs/
Projects for Vi-
sion 2030 MTP

Expected Output/Outcomes

Achieved Results; 2008/09

Increased access
to co-operative
Financial serv-
ices/Strengthen-
ing quasi-banking
Co-operative in-
stitutions/FOSAs

Enhanced competitiveness of
SACCOs in the financial sec-
tor/Enhance governance struc-
tures and regulation of SACCOs

Feasibility study on the possi-
bility of establishing on alter-
native counter for the trans-
fer of cooperative shares

Establishment and strengthen-
ing of informal traders associa-
tions to form SACCOs for enhanc-
ing savings Mobilisation in order
to provide affordable finance
and enhancement of manage-
ment of the existing SACCOs

Kshs. 200 Billion worth of savings have
since been mobilised through SACCOs.

SACCOs Development strat-
egy was finalised.

The Ministry facilitated and encouraged
co-operatives to mobilise as much sav-

ings as possible to increase loanable funds
to meet members’ credit requirements.
Further the Ministry continued to encour-
age SACCOs to explore and diversify their
products and services (e.g. diversify into
mortgages), review their approaches (busi-
ness process re-engineering, innovation,
etc) in relation to the members’ needs.

Promotion of agri-
business invest-
ments/value addi-
tion processing and
exports through
co-operatives

Improved bargaining power /or-
ganized marketing and value ad-
dition through co-operatives

Raise value addition production/
processing through co-operatives

Support and promote the develop-
ment of cooperative organisations
to market their produce directly.

Ministry facilitated restructuring of com-
modity marketing cooperatives and
promulgated the Cooperative Sec-

tor Marketing Strategy and rules for

the smooth management and fair mar-
keting in the co-operative sector.

The Ministry developed specific commod-
ity based marketing strategies to strengthen
the marketing function in the cooperative
sector aimed at improving market access
and marketing efficiency by cooperatives.

Efforts were made to promote strate-
gic alliances with key private sector-
based institutions in market research;

Cooperatives were encouraged to allocate
adequate funding from within the sec-

tor to undertake research on a continuous
basis and develop and implement feasi-
ble marketing strategies; and Operation-
alize commodity development funds.
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Flagship Areas

supply chain in the
wholesale and re-
tail trade sectors

eratives in major settled areas

and or Programs/ . .
Projects forVi: Expected Output/Outcomes Achieved Results; 2008/09
sion 2030 MTP
Consultations and development of Joint
Improverient of the Strategies with Ministry of Trade to in-

Promotion of consumer co-op-

crease cooperatives involvement in
wholesale business activities and devel-
op pilot retail markets projects/develop-
ment of fully serviced markets in Nairo-
bi and other major towns were done.

4.3.5 Challenges for Co-operative
Sub-Sector

Specific challenges were observed that
need to be addressed to facilitate rapid and
sustained growth of the co-operative sec-
tor. These include:

1. Inadequacies in the policy, legisla-
tive and regulatory framework;

2. Poor governance and mismanage-
ment within the Co-operative move-
ment

3. Low cooperative Marketing Capac-
ity;

4. Undercapitalisation of cooperative
societies;

5. Bad Investment Decisions;

6. Low levels of ICT utilisation within
the Sector.

Strategic thrust and priority policy to ad-
dress the challenges above include the
need to:

1. Creating an enabling and conducive
environment for increased competi-
tiveness, and sustainable growth of
the cooperative sector;

2. Improving market access and mar-
keting efficiency of the co-operative
organisations;

3. Streamlining the governance and
management of cooperatives;

4. Promotion of viable co-operative in-
vestments and ventures.

4.4 The State of the
Manufacturing Sector and
its MTP Targets

The long-term objective of transforming
Kenya into a newly industrialising coun-
try as outlined in the Vision 2030 implies a
process of structural change in the econo-
my. The manufacturing sector is important
to this transformation and economic de-
velopment through its contribution to total
output, export earnings and employment
creation. The sector is also crucial to the
economy due to spillover effects on other
sectors, its role in international trade and
in the balance of payments. This is especial-
ly the case as most domestic manufactur-
ing products constitute a large part of the
international trade particularly in the Com-
mon Market for Eastern and Southern Afri-
ca (COMESA) region.

Since 2004, the annual contribution of the
manufacturing sector to the economy has
been estimated at over 10.0 percent. The
targets for the sector in the Medium Term
Plan (MTP) period for 2008-2012 aim to in-
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crease its contribution to GDP by at least 10
percent through enhancement in the val-
ue of manufactured goods and expanding
access to markets. However, the sector’s
contribution to GDP grew by 1.9 percent
from 10.4 percent in 2007 to 10.6 in 2008.
The sector which had been on an upward
trend growing at 4.7 percent in 2004 and
6.5 percent in 2007 was negatively affected
by both the external and internal shocks in
2008 and recorded a growth of 3.8 percent
during the year.

Notably, in the manufacture of food, bev-
erages and tobacco, there was a negative
growth rate of 1.7 percent in 2008 due to
high costs of primary inputs and a decline in
production in the miscellaneous food indus-
try. Local cement production increased by
8.2 percent in 2008 from 2,615.1 thousand
metric tonnes recorded in 2007. Growth in
the manufacturing sector was constrained
by subdued demand and stiff competition
from cheap imports and counterfeits. Oth-
er key challenges that have adversely af-
fected the sector in the last couple of years
include low level of productivity and high
cost of production. Amidst myriad challeng-
es, the sector was boosted by a substantial
increase in lending from financial institu-
tions resulting in an increase in commercial
banks-bills, loans and advances made to
the sector from Kshs 65.1 billion in 2007 to
Kshs 90.2 billion in 2008.

The following section gives the achievements
and implementation progress in manufactur-

ing:

a) Development of Industrial and
Manufacturing Zones

Different regions of the country are suitable
for different types of industrial and manu-
facturing activities. In order to harness the
resources available in different parts of the
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country, region-specific industrial and man-
ufacturing clusters are to be promoted.
Necessary infrastructure and services will
be provided to stimulate the development
of these clusters.

An initial pilot site will be set up in Mom-
basa to allow for easy importation of nec-
essary raw materials and exporting of fin-
ished goods. The project could include an
agro-industrial zone incorporating activi-
ties such as blending and packaging of fer-
tilizers, teas and coffees, and a consolidated
meat and fish processing facility to encour-
age growth of offshore fishing. Similar in-
dustrial and manufacturing clusters will be
established across the country based on re-
gional resource endowments.

b) Development of SME Parks

At least five small- and medium-enterprise
(SME) industrial parks in key urban centres
will be developed. Local authorities will play
a critical role in developing these parks. This
will include provision of relevant infrastruc-
ture and services to make them attractive.
In addition a number of initiatives will be
implemented including: reform of industry
structure; strengthening negotiation capac-
ity and the building of strong trade agree-
ments; strengthening import regulations;
encouraging domestic and foreign investors
in clusters; promotion of science, technol-
ogy and innovation; improvement of criti-
cal infrastructure; and improvement of the
business environment.




Table 7: Key Indicators in the Manufacturing Sector

Description 2005 2006 2007 2008

Manufacturmg contribu- 105 103 104 106

tion to the economy

Manufacturing growth rates 4.7 6.3 6.5 3.8

Growth rate of food, bev- 8.9 91 9.3 17

erages and tobacco

Growth ratecfalioth- 29 5.0 5.2 6.3

er manufacturing

GAmEAE prasiis: 21233 | 2405.9 2615.1 2829.6

tion (‘000 tonnes)

Camedt constimption;and 16759 |1765.8 2059.5 2155.8

stocks (‘000 tonnes)

Employmentinthesec 252,827 | 259,262 264,812 264,095

tor (modern)

Source: Economic Survey, 2009
The Interventions being undertaken with- 6. Facilitating subcontracting between
in the context of the Kenya Vision 2030 and MSMiIs with large industrial enter-
the First Medium Term Plan 2008-12 are as prises;
i 7. Business Development Services pro-
1. Finalisation of a Cabinet memo on vided. Investment forums to create

government to government co-op-
eration between Kenya and Singa-
pore for technical assistance from
Singapore for development and set-
ting up of Special Economic Zones;

Structuring of KITl to offer rele-
vant courses to meet the industrial
needs;

Capacity building for District In-
dustrial Development Officers (DI-
DOS) to be resource persons in their
zones;

Rehabilitation of the foundry and
training of skilled foundry opera-
tors;

Surveys on resource endowment in
regions;

awareness of locally industrially ex-
ploitable resources.

Over the Medium Term Plan 2008-2012
period, the overall goal is to contribute to
Gross Domestic Product (GDP) by at least
10% per annum. To achieve this goal the fol-
lowing objectives are to be pursued:

1.

Strengthening of production capac-
ity and local content of domestically
manufactured goods.

Generation and utilisation of Re-
search and Development findings.

Raise the share of productsin the re-
gional market from 7 to 15 percent.

Develop niche products for existing
and new markets.
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The Ministry of Industrialisation was ex-
pected to undertake two flagship projects
as indicated in the Kenya Vision 2030 and its
First Medium Term Plan. These are:

1. Development of industrial and man-
ufacturing zones.

2. Development of at least five SME in-
dustrial parks and specialised eco-
nomic zones in key urban centres of
Nairobi, Eldoret, Mombasa Kisumu
and Nakuru.

4.4.1 Implementation Status

The Cabinet approved the establishment of
Special Economic Zones through a Cabinet
Memo prepared jointly by the Ministries of
Trade, Finance, Transport, Information and
Communication industrialisation, Nairobi
Metropolitan Development and Lands. In
the Memo, the Ministry of industrialisation
was granted the approval to establish Spe-
cial Economic Zones, and also to establish
Industrial Parks in Key Urban Centres.

A Cabinet Memorandum on Government-
to-Government cooperation between Sin-
gapore and Kenya for implementation of
the Integrated Industrial Development was
prepared and forwarded to Cabinet. The ob-
jective was to seek approval of the Govern-
ment-to-Government cooperation between
Singapore and Kenya to facilitate technical
assistance for carrying out feasibility stud-
ies, planning, designing and simultaneous
implementation of industrial, housing, ur-
ban, infrastructure, and port development.

4.4.2 Other Programmes and
Initiatives of the Sector

Other programmes and initiatives of the
sector included the following.

a) One Village One Product Project
(OVOP)

A national and three zonal co-ordinating
committees on OVOP were formed. JICA
and the national coordinating committee
have undertaken capacity building among
the Ministry staff and the stakeholders on
OVOP concept. Three zonal committees are
being established in Nyeri, Yatta and Laikip-
ia. The zonal committees will work with lo-
cal communities in identifying local resourc-
es & selecting OVOP projects. The Ministry
has identified five OVOP projects i.e. Milk
packaging in Nyeri, wood curving in Yatta,
Aloe Vera, Honey & Bee keeping and Maize
milling projects in Laikipia.

b) 4K (KEBS, KIRDI, KIPI, KNFKA)
MSE 2030 Initiatives Project

The 4K initiative developed a prototype of
air cooled arc welding machine. The proto-
type is undergoing some performance test-
ing by some selected Jua Kali artisans. After
the performance testing, the machine will
be perfected before be commercialized.

c) Anti-Counterfeit Act 2008

The bill was enacted in December 2008 and
the Ministry is in the process of Operation-
alizing the Act through the establishment of
Anti-Counterfeit Agency.

d) Development of National
Industrialisation Policy

The Ministry developed a draft National in-
dustrialisation Policy and submitted it to
Cabinet for approval.

e) Development of National
Incubation Policy

The Ministry developed a draft National In-
cubation Policy and submitted it to Cabinet
for approval.




d) Promotion of Investment in
regions outside Nairobi

The Ministry carried out surveys on region-
al resource endowments and 18 invest-
ment fora were held where information on
local resources and opportunities were dis-
seminated to participants. The distribution
was as follows: 7 in Rift Valley, 4 in Eastern,
2 each in Western and Nyanza, 1 each in
Coast, Central and North Eastern Provinces.

e) Facilitate subcontracting
between Large Enterprises and
MSMis

During the review period, the Ministry iden-
tified products and potential enterprises eli-
gible for subcontracting. Business matching
was done and eleven MSMls were linked to
Large Enterprises.

f) Promotion and Development of
Youth and Women MSMIs

During the review period, the Ministry de-
veloped a Training Manual for Women and
Youth Entrepreneurs whereby over 200 par-
ticipants were trained. The objective is to
encourage the growth of youth and women
MSMI’s and support of regional resources
through value addition.

4.4.3 Micro, Small and
Medium Enterprises
Competitiveness Project

The project aims to increase productivity
and employment in participating MSMEs
through strengthening financial and non
financial markets to meet demand of MS-
MEs; strengthening institutional support
for employable skills and business manage-
ment; and reducing critical investment cli-
mate constraints on MSMEs. Eighteen Mi-
cro, Small and Medium Enterprises have
benefited from Kshs 165 million in form of
loans, grants, and capacity building.

4.4.4 Challenges Experienced in
the Manufacturing Sector

The following challenges were faced in im-
plementing its programmes, projects and
activities planned during the review period:

1. Inadequate funding: Inadequate
budgetary allocation and cuts es-
pecially in development funds has
hampered the implementation
of the various projects and pro-
grammes to be undertaken by the
Ministry.

2. Inadequate skilled manpower: The
Ministry has inadequate technical
officers. This has led to unmanagea-
ble workloads thereby affecting the
implementation of the Ministry’s
activities.

3. Weak collaboration between im-
plementing agencies: The Imple-
mentation of flagship projects calls
for strong collaboration between
Ministries, government agencies
and private sector.

4. Poor, inadequate and costly infra-
structure: The poor state of the road
network; high cost of energy; dilap-
idated railway system; inadequate
water and sewage system; unafford-
able air transport; and a congested
sea port have led to high produc-
tion costs leading to uncompetitive
products.

5. Increasing counterfeit, contra-band
and substandard goods: Kenya's
manufacturing sector is exposed to
competition from counterfeits, con-
tra-bands and substandard goods
following the liberalisation of trade.
Most of these goods are cheaply im-
ported merchandize, thereby pos-
ing a major threat to the local in-
dustries. The influx of these goods
has partly led to a number of enter-
prises either scaling down or closing
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their operations. Others have re-lo-
cated to other countries resulting in
job, income and revenue losses.

4.4.5 Lessons Learnt and
Way Forward in the
Manufacturing Sector

During the review period the Ministry was
able to commence the implementation of
most of the projects and programmes un-
der the Kenya Vision 2030 and the First Me-
dium Term Plan 2008-09. The Implementa-
tion of the OVOP project and development
of agro machinery (water pump prototype)
achieved the targets for the period. How-
ever, the implementation of the flagship
projects remains a challenge.

Inadequate funding was identified as a
major challenge in the implementation of
planned projects and programmes in Me-
dium Term Plan. Collaboration between the
Ministry and stakeholders also needs to be
strengthened. Furthermore, policy, legal
and institutional changes are required to
address emerging industrial issues. The les-
sons learnt during the review period are:

1. Adequate fundingisvital for projects
and programmes implementation in
the Ministry;

2. The implementation of the flagship
projects requires close collaboration
among ministries and key stakehold-
ers concerned;

3. Consolidation of all industrial acts
and policies into one regulatory
body is necessary;

4. Promotion of micro, small and me-
dium industries through investment
in physical facilities and access to
affordable long term financing and
credit facilities;

5. Mobilisation of adequate resourc-
es is essential for successful imple-
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mentation of the projects and pro-
grammes;

6. Public Private Partnership needs to
be strengthened as private sector
plays a key role in the implementa-
tion of the programmes especially
the flagship projects.

The key recommendations and the way for-
ward to realise the goals and objectives in
both Kenya Vision 2030 and MTP are:

1. Adequate resources, both human
capacity and finance, to be provided
to undertake the identified projects
and programmes.

2. Expedite review of policy, legal and
institutional framework to accom-
modate emerging industrial needs
and challenges.

3. Strengthen collaboration among all
stakeholders (line ministries, SAGAs
and private sector).

4. Improve and diversify market access
for Kenyan manufactured goods and
harmonizing the duties and tariffs
with our trading partners.

5. Create conducive business environ-
ment to reduce the cost of doing
business in Kenya.

6. The implementation of the policy
of 25% Government procurement
from MSMils.

4.4.6 The State of the Wholesale

and Retail Trade Sector

The trade sector remains one of the key
sectors to drive the Kenyan economy to-
wards attainment of the Vision 2030 goals.
The sector comprises formal and informal
wholesale trade and retail trade, distribu-
tion, international trade, trade in services
and electronic trade. Vision 2030 has iden-
tified and earmarked wholesale and retail
trade (among other productive sectors) for




rapid growth and development because of
the sectors’ immense contribution to Ken-
ya’s Gross Domestic Product (GDP) and em-
ployment.

The mission of the sector is to facilitate
trade and investment by championing an
enabling environment for domestic and ex-
port business to thrive. The vision of the do-
mestic trade is to have wholesale and retail
sub sector to “move towards a formal sub
sector that is efficient, multi-tiered, diversi-
fied in product range and innovativeness”.
For this to be achieved, the Medium Term
Plan of the trade sector identified catalyst
and programmes to be implemented over
the Medium Term (2008 — 2012). These in-
clude:

1. Establishment of Business Informa-
tion Centres (BICs) in all the major
towns to enable traders have access
to market information to take full
advantage of existing opportunities
in both local and external markets.

2. Market development through com-
missioning of a nationwide survey
to determine the number of estab-
lishments in this sub sector accord-
ing to the broad categorization.

3. Training the informal traders’ asso-
ciation on procurement procedures.

4. Improve access to finance and cred-
it through enhanced management
and funding to the Districts Joint
Loans Board Scheme (JLBS).

5. Reforming institutions dealing with
trade promotion, diversification and
negotiation to address effects of
trade liberalization through:

e Enactment of Trade Act to
provide and institutional
framework for monitoring
of the sector.

e Foster coordination among
various players in the sec-
tor and strengthening of na-

tional trade negotiation ca-
pacity.

e Strengthening Trade Sup-
portInstitutions (TSIs)toan-
alyse and disseminate trade
information to exporters,
distributors and importers.

* Development of a national
trade policy.

s Establishment of trade pol-
icy institute to undertake
monitoring of trade trends,
strengthen trade policy for-
mulation and negotiations
skills.

e Developing enterprise ca-
pability to take advantage
of international opportuni-
ties through:

e Strengthening capacity of
the institutions that deal
with verification and certifi-
cation of standards to meet
international standards.

* Improving packaging and
develop brands.

e Establishing marketing and
distribution channels in for-
eign markets.

e Strengthening e-business
capacity for enterprises.

e Establishment of an ex-
port development fund and
guarantee scheme to cov-
er risks faced by exporters,
and facilitate export market
development.

6. Diversify export markets and prod-

ucts through:

e Review the National Export
Strategy (NES) and priori-
tise sectors for export de-
velopment.




Establish Special Economic
Zones (e.g. free trade port)
in Mombasa and incentive
programmes.

Establish commercial offic-
es and warehouses in the
identified strategic mar-
kets.

Undertake market survey
and trade intelligence in the
targeted markets.

Establish a network with
Kenya’'s Diaspora to assist
in marketing Kenya’s prod-
ucts.

7. Diversification of export base and
value addition through:

Establish centre for prod-
uct development and ad-
aptation to facilitate gradu-
ation to higher value added
activities through branding,
adoption, packaging and
new designs.

Establish exhibition centres
and warehouses in prior-
ity markets such as COME-
SA and Asian Markets to in-
crease visibility of Kenya’s
products.

Establish an export devel-
opment fund to promote
export diversification and
value addition.

Identify sectors for promo-
tion in trade in services and
develop a national export
strategy for trade in servic-
esand improve the trade fa-
cilitation through;

Benchmark institutions
dealing with trade facilita-
tion to adopt best practic-
es.
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Link the KRA SIMBA system
with trade facilitation Insti-
tutions (KEBs, KEPHIS, Cus-
toms and the police).

Facilitate the creation of a
national and regional mech-
anism for monitoring and
assessing barriers to service
exports.

Establish of a free port.

8. Develop an Electronic-Trade policy

The sector is mainly com-
posed of informal opera-
tors of small-scale traders
with limited product differ-
entiation. To achieve long
term and sustained growth
in the economy for Vision
2030, the MTP 2008-2012
aims at raising opportuni-
ties of actors by improving
the supply chain of small
operator retail markets and
expand formal market out-
reach. The wholesale and
retail trade contribution to
growth has made it one of
the key sub-sectors in the
economic development
agenda of Kenya as it contri-
bution to GDP increased to
10 percent in 2008 from 9.2
percent in 2005 (Table 2).

The sector’s growth has
been on a declining trend
since 2007 when it record-
ed a growth of 11.5 per-
cent before declining to 5.1
percent in 2008. The slow-
down in economic activity,
high fuel prices and the in-
flationary pressure experi-
enced in 2008 affected the
sector through increased
operating costs for suppli-
ers and reduced demand



for commodities as the real
incomes of consumers de-
clined. With the opportu-
nities for recovery of the

economy, the sector has a
potential to revamp back to
the high growth rates wit-
nessed in 2006 and 2007.

Table 8: Key Indicators in the Wholesale and Retail Trade

Description 2005 2006 2007 2008
DlsFrlbuhve trade contri- 9.2 9.3 9.7 10.0
bution to the economy
Distributive trade growth rates | 5.6 11.6 11.5 5.1
Empl tinth E

A 175,408 | 185,892 | 195,827 | 202,381
tor (modern)

Source: Economic Survey, 2009

The sector plays a significant role in the ab-
sorption of labour especially in the small
and medium enterprises (SMEs). Modern
employment in the sector increased by 3.3
percent to 202,381 in 2008, while total an-
nual wage payments went up by 8.5 percent
from Kshs 94.5 billion in 2007 to Kshs 102.5
in 2008. In the informal sector, 59.4 percent
of all persons are engaged in activity relat-
ed to wholesale and retail trade, and hotels
and restaurants the majority of whom are
in urban areas. Since most entrepreneurs
in the urban areas are involved in activities
which are more geared towards the needs
of the modern sector, the implementation
of projects and programmes in the MTP
2012 will augment growth and transforma-

Table 9: Balance of Trade

tion of the sector. Facilitation of interna-
tional trade is a key component among MTP
projects for the period 2008-2012 aimed at
increasing access to markets and enhance
economic growth.

The trade balance worsened by 28.8 per-
centin 2008 to Kshs 425.7 billion from Kshs
330.5 billion in 2007 (Table 8). There was in
an increase in the terms of trade from 70
percent in 2007 to 77 percent in 2008. The
current account deficit excluding current
transfers was 14.2 percent in 2008 against
the 7.0 percent projected in the MTP for the
period 2008-2012. Due to decreased foreign
direct investments coming into the country
and an imbalance in merchandise trade.

( Kshs Milli:m)
| Description | 2004 | 2005 | 2006 | 2007  |2008
(Exports(fob) | 214,793 | 260,423 250,994 | 274,658 | 344,947
lmports(ciff | 364557 443,093 | 521,483 605,112 | 770,651

! Bflance of Trade J_{149,764,‘| __(_182@_70} ___[270,489]

Source: Economic Survey, 2009

(330,454) | (425,705)
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Increasing the export share to the regional
and international markets is recognised as
crucial to achievement of sustained growth.
While in 2008 the country increased its
share of exports to the African continent
and the Common Market for Eastern and
Southern Africa (COMESA), there were
marginal increases in exports to overseas
markets. COMESA is the main destination
for exports accounting for 68.5 percent,
while separately the East African Communi-
ty (EAC) accounts for 51.6 percent of total
exports. The country’s exports are dominat-
ed by agricultural and agro-based prod-
ucts which account for about 49.1 percent
of total exports, manufactured goods 31.4
percent and tea at 20 percent. The largest
source for imports coming into the country
in 2008 were Middle East and Asia, Europe,
Africa and COMESA at 60.8 percent, 21.6
percent, 11.1 percent and 3.7 percent, re-
spectively.

The sector is mainly composed of informal
operators of small-scale traders with limit-
ed product differentiation. To achieve long
term and sustained growth in the economy
for Vision 2030, the MTP 2008-2012 aims
at raising opportunities of actors by im-
proving the supply chain of small operator
retail markets and expand formal market
outreach. The wholesale and retail trade
contribution to growth has made it one of
the key sub-sectors in the economic de-
velopment agenda of Kenya as it contribu-
tion to GDP increased to 10 percent in 2008
from 9.2 percent in 2005 (Table 9).

The sector’s growth has been on a declining
trend since 2007 when it recorded a growth
of 11.5 percent before declining to 5.1 per-
cent in 2008. The slowdown in economic
activity, high fuel prices and the inflationary
pressure experienced in 2008 affected the
sector through increased operating costs
for suppliers and reduced demand for com-
modities as the real incomes of consumers
declined. With the opportunities for recov-

R t
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ery of the economy, the sector has a poten-
tial to revamp back to the high growth rates
witnessed in 2006 and 2007.

The sector plays a significant role in absorp-
tion of labour especially in the small and
medium enterprises (SMEs). Modern em-
ploymentin the sector increased by 3.3 per-
cent to 202,381 in 2008, while total annu-
al wage payments went up by 8.5 percent
from Kshs 94.5 billion in 2007 to Kshs 102.5
in 2008. In the informal sector, 59.4 percent
of all persons are engaged in activity relat-
ed to wholesale and retail trade, and hotels
and restaurants the majority of whom are
in urban areas. Since most entrepreneurs
in the urban areas are involved in activities
which are more geared towards the needs
of the modern sector, the implementation
of projects and programmes in the MTP
2012 will augment growth and transforma-
tion of the sector. Facilitation of interna-
tional trade is a key component among MTP
projects for the period 2008-2012 aimed at
increasing access to markets and enhance
economic growth.

The trade balance worsened by 28.8 per-
centin 2008 to Kshs 425.7 billion from Kshs
330.5 billion in 2007 (Table 9). There was in
an increase in the terms of trade from 70
percent in 2007 to 77 percent in 2008. The
current account deficit excluding current
transfers was 14.2 percent in 2008 against
the 7.0 percent projected in the MTP for the
period 2008-2012. Due to decreased foreign
direct investments coming into the country
and an imbalance in merchandise trade.




Table 10: Balance of trade

Kshs Million
Description 2004 2005 2006 2007 | 2008
Exports (fob) 214,793 260,423 250,994 274,658 344,947
Imports ( cif) 364,557 443,093 521,483 605,112 770,651
Balance of Trade | (149,764) (182,670) (270,489) (330,454) (425,705)

Source: Economic Survey, 2009

Increasing the export share to the regional
and international markets is recognised as
crucial to achievement of sustained growth.
While in 2008 the country increased its
share of exports to the African continent and 1. Build one free trade port in Momba-
the Common Market for Eastern and South- sa.

ern Africa (COMESA}, there were margin- 2. Create at least 10 hubs and 1000-
al increases in exports to overseas markets. 1500 Producer Business Groups with
COMESA is the main destination for exports a pilot project in Maragua to be ex-
accounting for 68.5 percent, while sepa- tended to other regions.

rately the East African Community (EAC)
accounts for 51.6 percent of total exports.
The country’s exports are dominated by ag-
ricultural and agro-based products which 4.
account for about 49.1 percent of total ex-
ports, manufactured goods 31.4 percent
and tea at 20 percent. The largest source
for imports coming into the country in 2008
were Middle East and Asia, Europe, Africa

and COMESA at 60.8 percent, 21.6 percent,
11.1 percent and 3.7 percent, respectively.

Flagship projects for the trade sector are:

3. Build at least 10 tier one market with
a pilot project in Athi River.

Construction of wholesale, retail and
hawkers’ markets.

5. Business Process Outsourcing/off -
shoring (BPO) park.




Achievements

Table 11: Achievement in the Trade Sector
Medium Term
No |Output Achievement 2008/9
(2008-2012)
The Cabinet has approved the establishment of
) the Free Port at Dongo Kundu in Mombasa.
Build Free Port o
- in Mombasa The Ministry engaged Stakeholders on the development

of the Free Port in Mombasa. However, the project was not
commenced due to lack of budgetary allocation in2008/9.

Create at least | A nationwide census of Producer Busi-

10 hubs and ness Groups was carried out.

goodo ol 15?30 _ | More than 1,000 business producer groups were identified.

roducer Busi-

ness Groups The Ministry continued to support the already identi-

2 with a pilot fied Producer Business Groups through capacity build-
project in Ma- ing by helping creating awareness among producers on
ragua to be the need and benefit of forming producer groups.
extendedto | Major economic clusters in the Districts were
otherregions | jdentified for the creation of PBGS.

Build at least 10

tier one mar- Consultative meetings were done and the Ministry of
ket yvith_ a pilo_t Trade continued to spearheading the meetings.
Eirgéfc:r']g f:‘g:: A steering committee was put in place; T.O.R’S for

3 ctruct ol the committee drawn and consultations started.
and retail Initial assessment of the retail markets was undertak-
hawker’s mar- | en. The Ministry planned to request funds in 2009/10 Fi-
ket in selected | nancial Year to embark on the project implementation.
urban areas
Develop and
institutionalise
capacity build-
ing and training
programmes

4 gr?t}icuhs?r?égfv The Ministry continued the process of decen-
procurement tralizing its training agency to the Districts.
negotiations
skills for the
traders asso-
ciations and
their members
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No

Medium Term
Output

(2008-2012)

Achievement 2008/9

Support and
promote the
development
of coopera-
tive organisa-
tions to market
their produce
directly, there-
by shorten-
ing supply
chains, achiev-
ing economies
of scale and
reducing con-
sumer prices
while increas-
ing producer

Earnings

The Ministry of Cooperative Development and Mar-
keting has continued to facilitate the restruc-

turing of commodity marketing cooperatives to
avoid growth of bodies with duplicate roles;

Ministry of cooperatives promulgated the Cooperative Sec-
tor Marketing Strategy/rules for the smooth manage-
ment and fair marketing in the co-operative sector.

Business link-
ages and sub-
contracting
programme
through Public
Private Part-
nerships (PPP)

Concept paper was developed. GATSBY trust has
been trying to link up MSE to larger enterprises

Establishment
and strength-
ening of infor-
mal traders as-
sociations to
form SACCOs
for enhancing
savings Mobi-
lisation in or-
der to provide
affordable fi-
nance and en-
hancement of
management
of the exist-
ing SACCOs

Ministry of Cooperative Development and Marketing con-
tinued to encourage SACCOs to explore and diversify their
products and services (e.g. diversify into mortgages), re-
view their approaches (business process re-engineer-

ing, innovation, etc) in relation to the members’ needs.
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4.4.7 Challenges in the Trade
Sector

The sector has continued to experience
the following challenges in implemen-
tation of planned activities under MTP:

1. Inadequate budget provision.

2. The Ministry of Trade has limited con-
trol in implementation of some of the
activities in the MTP.

4.5.8 Lessons Learnt and Way
Forward for the Trade Sector

There is need for close collaboration with
the key stakeholders in implementation of
these programmes for attainment of the
targets sets in Vision 2030. More budget
allocation is required for realization of Vi-
sion 2030 targets. Treasury needs to come
up with policy of funding projects in Vision
2030.

4.5 Policy Review of the
Business Process
Outsourcing (BPO)
Sector

Business process outsourcing (BPO) in-
volves the transfer of non-core business
processes along with the associated oper-
ational activities and responsibilities to a
third party with at least a guaranteed equal
service level. The MTP has recognised BOP
as an emerging and growing sector expect-
ed to become the sector of choice for em-
ployment among the youth and young pro-
fessionals. The plan envisages Kenya being
a top off-shoring destination in Africa. The
MTP identified the following key challenges
facing the sector:

1. Poor telecommunication infrastruc-
ture leading to high costs. Data
transmission costs in Kenya are
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three times more expensive than
those of its competitors;

2. The high cost and unreliability of
energy supply; for instance, energy
costs are twice as expensive as those
of other BPO destinations, such as
India and the Philippines;

3. lack of dedicated BPO facilities
which weaken the attractiveness of
Kenya as a primary BPO destination;

4. Inadequate supply of necessary
skills;

5. Poor local supplier base of the nec-
essary hardware and software;

6. Notargetedincentives for BPO apart
from those at the standard Export
Processing Zones (EPZ).

To address these challenges, the following
five projects and programmes were identi-
fied as crucial in addressing the challenges
facing the sector:

1. Establishment of a BPO Park.

2. Marketing campaigns.

3. Targeted Training Programmes.
4

Development of a BPO Incentive
Framework.

5. Development of BPO and Contract
Centre (CC) Policy.




4.5.1 Implementation Progress for BPO

Table 12: Implementation Progress for BPO

Projects Implementation Progress

Land identified, deposit paid and balance to be paid

Establishment of once the registrations process is completed.

a BPO/ICT Park Transaction Advisor in place.

3,500 dedicated BPO seats.

Marketing Ken-
yaasaBPO
destination(Marketing
Campaigns)

3 Marketing campaigns carried out in UK, USA and Canada

Digital Village Training Curriculum developed.

Research Institutions Identified to conduct the training.
Skills development

(training programmes) 500 Youths trained in entrepreneurship skills.

Upgrading of two tertiary training institutions to of-
fer the required ICTs skills (MMU and KIMC).

Bandwidth support to BPO operators complete.

Provision of incen-
tives (BPO incen-
tive frame work)

Universal Access Fund for digital villages’ dis-
bursement mechanism developed.

BPO and Contact Avalue proposition study on BPO in Kenya complete.

Centre(CC) Policy Draft BPO Strategy developed.

Mainstream e-com-

' Kenya Communication Amendment Act 2009 in place.
merce in the economy

4.5.2 Other Achievements in the * Capacity Building and International
BPO Sector Marketing development;

e Standards development, processes
certification, and high level training
for the industry;

* Refining of the Value Proposition
(Business Case).

« Bandwidth support to allow opera- 4.5.3 Challenges and Constraints

tors to reduce operational cost to
compete effectively internationally;

Logistical support to the sector start-
ed (Administrative Grants);

Marketing — carried out 5 interna-
tional marketing initiatives in 2008;
draft marketing Plan launched;

Development of Kenya Value Propo-
sition for the BPO sector completed;

for BPO

Insufficient budget to develop and
position Kenya as an emerging BPO
destination.

Need for greater government out-
sourcing of no-core processes in or-
der to stimulate the market — data
collection and processing.

Cultural Re-orientation.
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e Process immaturity among many
new entrants — require more time
to develop their business models to
serve international markets.

e Global financial crisis —need to make
this an opportunity for Kenya.

Table 13: Progress Made on towards Privatisation

4.5.4 Privatisation of State
Corporations

The Cabinet approved the current Privati-
sation Programme on 11" December 2008.
The Progress made to date on various trans-
actions is as indicated below:

Approved Transaction and Pub-
lic Sector Shareholding

Implementation Progress

National Bank of Kenya GOK 22.5% and
48.05% (Excludes preference shares

of par value as follows — GOK Kshs.4.5 .
billion & NSSF Kshs.1.5 billion)

Contract for transaction advisory services
signed with PWC on 9" April, 2009. Consul-
tancy work commenced on 20™ April 2009.

Consultants have finalised and sub-
mitted inception report.

Due diligence work on-going.

Development Bank of Kenya (DBK): ICDC
—-89.3%

Detailed Privatisation proposal submit-
ted to the Treasury in February 2009 for sub-
mission to the Cabinet for approval.

Cabinet approval awaited.

The East African Marine Systems (TEAMS) | o
Company Limited

Review of the project by the Com-
mission completed.

Cabinet approval for TEAMS project requested for
and granted by the Cabinet on 11" December 2009.

Approvals for TEAMS Privatisation and
the share subscription and sharehold-
ers’ agreements granted by the Privatisa-
tion Commission on 18" February 2009.

Shareholders’ and Shares Subscrip-
tion agreements signed.

Public Sector Owned Sugar Compa-
nies (Chemelil Sugar Company — ADC: .
96.21% and DBK: 1.42%; South Nyanza
Sugar company Limited — GoK: 98.8%,
ICDC: 0.7% and IDB: 0.3%; Nzoia Sug-

ar Company —GoK: 97.93%, IDB Capi- i
tal Limited: 0.94%; Miwani Sugar Com-

pany Ltd. (Under Receivership) — GoK: .
49%; Muhoroni Sugar Company Ltd.

(Under Receivership) — ADC: 16.9%, =

Development Bank of Kenya: 0.3%)

Contract for transaction advisory serv-
ices signed with a consortium led by
Ernst and Young on 20™ May, 2009.

Kick off meeting for consultancy serv-
ices held on 29"" May 2009.

Inception report submitted on 23 June 2009.

Due diligence exercise has began

Approved Transaction and Pub-
lic Sector Shareholding

Progress to date
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Approved Transaction and Pub-
lic Sector Shareholding

Implementation Progress

Approved KPA transactions

Conversion of Berths 11-14
to container Terminal

Privatization of Eldoret con-
tainer Terminal

Privatization of Stevedoring services

*  Bid documents for consultancy services ap-
proved by the Privatisation Steering Committee.

e  Evaluation of Expressions of Interest completed.

*  Request for proposals awaiting Ten-
der Committee approval of shortlist.

Kenya Wine Agencies ICDC—72%

*  Contract for transaction advisory servic-
essigned on 9*" April 2009 with a consor-
tium led by Standard Investment Bank.

*  Consultancy work commenced on 20" April 2009.

* Detailed due diligence work on going

Public Sector Owned Hotels: (Kabar-
net Hotel — KTDC: 98.2%; Mt. Elgon
Lodge Ltd — KTDC: 72.92%, Kitale Mu-
nicipal Council: 13.54%; and Trans-Nzoia
Country Council: 13.54%; Golf Hotel

Ltd - KTDC: 80%, Kakamega Municipal
Council: 20%; Sunset Hotel Ltd — KTDC:
95.4%, Kisumu City: 4.6%; Kenya Sa-
fari Lodges and Hotels Limited — KTDC:
63.42%, KWS: 0.02%; KTDC Associat-

ed Companies: International Hotels
Kenya Limited — KTDC: 40%; Kenya Ho-
tel Properties Limited — KTDC: 33.83%,
Mountain Lodge Limited —KTDC:
39.11%, Ark Limited - KTDC: 5.64%) Buf-
falo Springs — KTDC 42%; African Tours
& Hotels 52.59% & Isiolo County Coun-
cil 16% and Maralal Safari Lodge 15%

e  Procurement of transaction Advi-
sory Services Completed.

e Contract for consultancy services signed on 8" July
2009 with a consortium led by Dyer and Blair.

e Consultancy work to commence immediately.

Kenya Pipeline Company Ltd: GoK-100%

e  Expressions of Interest for consultancy servic-
es evaluated and shortlist of consultancy firms
approved by the Commission Tender Commit-
tee. Request for bids awaiting finalisation of
bid documents which have already been dis-
cussed with the Steering Committee.

Consolidated Bank of Kenya: Depos-
it Protection Fund — 50.2%, shares al-
located to a number of state corpo-
rations and government institutions
on account of deposits placed by
them when the weak banks merged
to form consolidated bank —48.8%

*  Preparation of bid documents for con-
sultancy services completed.

e Approval for bid documents granted by
the Privatisation Steering Committee.

* Evaluation of EOIs for consultancy services on going.

Approved Transaction and Pub-
lic Sector Shareholding

* Progresstodate




Approved Transaction and Pub-
lic Sector Shareholding

Implementation Progress

Agrochemical and Food Corporation: ADC
—28.2% and ICDC 28.8% ,

Bid documents discussed with Priva-
tisation Steering committee.

Evaluation of bid documents was
to start on 27" July 2009.

East African Portland Cement
— NSSF: 27%, GoK: 25%

To await recovery of Market.

Kenya Meat Commission: GoK — 100%

Meeting to approve consultancy services bid
documents and also to appoint team to eval-
uate EOIs scheduled for 16™ July 2009.

New Kenya Co-operative
Creameries: GoK 100%

Meeting to approve bid documents for consul-
tancy services and agree on team to evaluate EOls
for the consultancy services postponed on re-
quest by PS Co-operatives and Marketing to al-
low for on-going consultations with the Treasury.

Numerical Machining Com- .
plex: Kenya Railways Corporation:
51%; University of Nairobi 49%

Meeting to approve consultancy services bid
documents and also to appoint team to evalu-
ate EOls was to be held on 16th July 2009.

Isolated Power Stations

Meeting to approve consultancy services bid
documents and also to appoint team to evalu-
ate EOIs was to be held on 16th July 2009.

Ken Gen: GoK—-70% .

To await recovery of market.

4.6 Overview of MTP Targets
for at the Financial
Services

Financial services play a critical role in the
development of the country by providing in-
termediation between savings and invest-
ments. Financial services sector has and will
continue to support the mobilisation of in-
vestment funds required to implement the
projects of Vision 2030.

The financial sector contributes about 4
percent to GDP and provides assets equiva-
lent to about 40 percent of the GDP. On the
whole, the sector is characterised by low
penetration and limited supply of long-term
finance. However, there is considerable po-
tential to improve the depth and breadth of
the sector to make Kenya a globally compet-
itive financial hub. This will involve develop-
ing a vibrant and stable financial system to

82 | The First Annual Progress Report

mobilise savings, and to allocate these re-
sources more efficiently in the economy.

The key objective of the MTP for the finan-
cial services sector is to mobilise savings to
realise a savings to GDP ratio of 25-28 per-
cent as envisage in the macroeconomic
framework underpinning the Vision 2030.
This level of savings will sustain an increase
in ratio of investment to GDP of around 30-
32 percent, with a growing amount of re-
sources channelled to support the agricul-
ture, manufacturing and other key sectors
identified under Vision 2030, including lend-
ing to micro, small and medium enterpris-
es (MSMEs). This will also further the gov-
ernment’s policy objectives under the ERS,
which articulated improved access to the fi-
nancial services for a much larger number of
Kenyan households and small enterprises;
greater efficiency in the delivery of financial
services; and ensure the chances of finan-
cial crisis are kept to a minimum.



Specifically, the objectives of the MTP are
aimed at achieving the following:

1.

Maintenance of sound fiscal and
monetary policies to ensure macr-
oeconomic stability which is key to
vibrant financial sector;

Review of the banking sector legal
and regulatory framework to align
it to international best superviso-
ry practice as set out by Basel Com-
mittee on Banking Supervision. A re-
vised Banking act will be enacted in
this regard;

Enactment of the proceeds of Crime
and money laundering (Prevention)
Bill to safeguard the integrity of fi-
nancial sector;

Operationalisation of the regula-
tions for Credit Reference Bureaus
to facilitate credit information shar-
ing;

Promotion of competitive, sound
and efficient banking system, in-
cluding strong micro financial insti-
tutions that are well regulated and
supervised, that effectively mobi-
lises savings to provide financing to
support the growth of private sec-
tor;

Establishment and development of
non-banking financial institutions
that will increase the depth of the fi-
nancial sector as well as increase ac-
cess of financial services to majori-
ty of Kenyans by providing a broad
array of diversified services such as
leasing and finance to MSMEs;

Development of insurance sector
that is wellregulated and supervised
so as to effectively protect business-
es and individuals form risks;

Promotions of strong pensions sys-
tem that a secure retirement to a
wider Kenyan population and which

10.

11.

12;

13.

14.

15.

16.

17

18.

18.

provides capital for long-term in-
vestment in the real sector;

Development of a safe and reliable
payments system that will ensure
smooth transfer and settlement of
funds between customers and banks
as well as between banks;

Strengthening of money/inter-bank
markets that provide banks, en-
terprises, and individual with the
means for effective liquidity man-
agements;

Develop a comprehensive consum-
er protection framework;

Promote financial literacy/educa-
tion;

Invest in human capital and infor-
mation technology;

Improve the functioning of the fi-
nancial system to enable it mobilise
domestic savings and to promote in-
vestments;

Expand the coverage and outreach
of financial services to all parts of
the country especially the rural ar-
eas;

Encourage commercial banks to fi-
nance industrialisation;

Development of efficient and trans-
parent capital markets with a critical
mass of issues that mobilises funds
for long-term investment;

Establishment of a legal infrastruc-
ture that promotes and enforces the
rule of law in commercial and finan-
cial transactions including protec-
tion of property rights and enforce-
ment of contracts, as well as that
which supports good governance by
promoting transparency, accounta-
bility, participation and predictabil-
ity, and

Establish a single unified notifica-
tion system (register) of all security
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document (charges, pledges, deben-
tures, etc) of all movable assets giv-
en by all legal and natural persons so
as to encourage registration of non-
traditional securities such as chattels
and guarantees to improve collater-
al security and access to credit from
the formal sector.

4.7.2 Policy, Legal and Institutional

Reforms

Reforms in the sector focussed on the fol-

lowing:

1. Reforming the commercial justice

system to enable it better support
the effective working of market-
based financial institutions;

Improving the registration arrange-
ments for pledges of movable assets
to help bank establish collateral ; Im-
proving the land registration system
to facilitate land as a collateral;

Reviewing the insurance Act to em-
power the newly created Insurance
Regulatory Authority (IRA) to pre-
empt financial distress or intervene
to help resolve financial problems of
an insurance company;

Strengthening management and
regulation of NSSF including bring-
ing it directly under the supervision
of RBA. This will focus more critical
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attention on the financial viability
of NSSF, the quality of the services it
delivers to its members, and its cost
and other aspects of its efficiency;

Developing National Pension Policy,
enact new legislation for the Pub-
lic Service Superannuation Scheme
(PSSS) and completion of phase 1 of
the Pension ICT project (The Pension
Management Information System-
PMIS);

Reviewing the Capital Market Au-
thority (CMA) with adequate legal
protection, access to bank records
in an investigation, ability to obtain
freeze orders, and authority to visit
at will the regulated companies and
their auditors;

Reviewing the ownership structure
of the NSE through demutualization
as part of initiatives to strengthen its
role;

Introducing the risk-based capital
adequacy framework for providers
of financial services and products
under CMA regulation and supervi-
sion;

Increasing government participation
in capital markets such as leveraging
on public private partnership (PPPs)
and specialised bonds to facilitate
investment in key areas.




4.7.3 Achievements in the Financial Services Sector

The table below summarises the implementation status of the key MTP objectives for the
financial Services sector.

Table 14: A matrix of the Financial Services Sector

MTP Objectives

Current Status

Maintenance of sound fiscal and
monetary policies to ensure mac-
roeconomic stability, which is

key to vibrant financial sector.

Fiscal:

Overall Fiscal Balance (commitment basis) lower at Kshs. 45.3bn
at December 2009 (2008: Kshs. 13.7bn) mainly due to lower rev-
enue collections of Kshs. 257.3bn (2008: Kshs. 274.1bn).

Budget deficit (cash basis) was lower at 2.38% of GDP (Dec. 2009)
versus 3.43% in previous year due to lower revenues than ex-
pected and higher spending on economic stimulus plan.

Monetary:

12 Month CPI was 5.3% (Dec.2009) and underlying inflation 5.2%.
Foreign exchange reserves improved to 4.2 months of import cover
Broad money supply (ME) increased by 17.6% (2008: 15.9%).

CBK lowered the CBR policy rate to 7.0% and cash re-
serve ratio to 4.5% from 5.0% (2008: 6%).

Average T-Bill rates declined to 6.8% in December 2009.

Economic Growth was 4%in 1% Q, 2.4%in 2" Qand 0% in 3™
Q. Overall growth for 2009 is estimated at 2.2%, up from 1.7% in
2008. All these indicate economic recovery compared to 2008.

Review the banking sector le-
gal and regulatory framework to
align it to international best su-
pervisory practice as set out by
Basel Committee on Banking Su-
pervision. A revised Banking act
will be enacted in this regard.

Draft of new Banking Act has been forwarded to the SLO.

CBK is compliant with 18 Basel Core Principles (BCP) per the lat-
est CBK Self-Assessment, up from compliance with 16 in 2005.

Full compliance with BCP expected around 2011 depending '
on enactment and implementation of the new Banking Bill.

Enact the proceeds of Crime
and money laundering (Pre-
vention) Bill to safeguard in-
tegrity of financial sector.

Legislation on AML—CFT passed (Assent: December 2009).

Operationalise regulations for
Credit Reference Bureaus to facil-
itate credit information sharing.

CRB Africa licensed as first credit reference bureau (CRB).
Implementation and exchange of loan default data by June 2010.

Two more CRBs expected to be licensed (Metropol, TransUnion).
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Promotion of competitive, sound
and efficient banking system, in-
cluding strong micro financial
institutions that are well regu-
lated and supervised, that ef-
fectively mobilises savings to
provide financing to support

the growth of private sector.

Microfinance Act, 2006 operationalised.
Faulu Kenya licensed in 2009 under the Microfinance Act.

KWFT and other applicants expected to meet con-
ditions for licensing. Industry uptake has been slow
due to stringent licensing requirements.

Establishment and development
of non-banking financial insti-
tutions that will increase the
depth of the financial sector as
well as increase access of finan-
cial services to majority of Ken-
yans by providing a broad array
of diversified services such as
leasing and finance to MSMEs.

Restructuring of DFIs by Treasury underway.
Options for KPOSB being finalised for CAB Memo (Apr-May).

Options to restructure IDB Capital, KIE and KTDC being developed.

Development of insurance
sector that is well regulat-

ed and supervised so as to ef-
fectively protect businesses
and individuals form risks.

Comprehensive review of the Insurance Act has been undertaken,

Significant amendments to the Insurance Act expected from report.

Promotions of strong pen-
sions system that a secure re-
tirement to a wider Kenyan
population and which pro-
vides capital for long-term in-
vestment in the real sector.

Stricter supervision of retirement benefits schemes (RBS).
Enforcing adherence to investment guidelines issued by RBA.

Expanded education campaign and aware-
ness conducted to reduce old age poverty.

RBA has conducted member, scheme and pensioners surveys.

Surveys used to develop policy recommendations and chang-
es to the Act, including granting members pre- retirement ac-
cess to own contributions, restricting access to employ-

ers’ contributions except after retirement age, improved
portability of individual retirement benefits schemes.

Development of a safe and re-
liable payments system that
will ensure smooth transfer
and settlement of funds be-
tween customers and banks
as well as between banks.

New National Payment System Bill finalised, AG to publish soon.

Bill will substantially overhaul payment systems including regu-
lation of MPESA and other systemic payments intermediaries.

Unified settlement systems expected to unify CBK CDS system
with Capital Markets settlement systems operated by CDSC.
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Strengthening of money/in-
ter-bank markets that provide
banks, enterprises, and individ-
ual with the means for effec-
tive liquidity managements.

CBK modernizing inter-bank systems, includ-
ing revised REPO agreements.

Develop a comprehensive con-
sumer protection framework.

Diagnostic Study on Financial Consumer Protection currently being
undertaken by MoF with FSD Kenya. Report expected in April 2010.

Promote financial lit-
eracy/education.

Financial Education Partnership (FEP) has been established.

FEP will promote financial consumer literacy and conduct aware-
ness campaigns to increase levels of financial capability in Kenya.

Expected outcomes - informed consumers able to make bet-
ter choices and financial decisions to improve their lives.

Invest in human capital and
information technology.

Licensed Fis make most investment and conduct ICT related training

FLSTAP supports capacity building and traihing of regula-
tors and implementing agencies staff locally and overseas.

Improve the functioning of
the financial system to enable
it mobilise domestic savings
and to promote investments.

Improving the legal and regulatory environment.

Enacting amendments to Banking, Insurance, Capital Mar-
kets and Retirement Benefits laws and regulations.

Operationalised the Sacco Regulatory Authority (SAS-
RA) to improve the Sacco subsector performance.

SASRA expects to license and regulate the largest Saccos (about 213).

Expand the coverage and
outreach of financial serv-
ices to all parts of the coun-
try especially the rural areas.

Finance Bill 2009 introduced Agent Bank-
ing to increase access and lower costs.

Amendments to Insurance Act to strengthen Microinsurance.

RBA piloting a low cost Pension product dubbed “Mbao”.

Encourage commercial banks
to finance industrialisation.

Infrastructure Bonds issuance has attracted private sector support.

Development of efficient
and transparent capital mar-
kets with a critical mass of is-
sues that mobilises funds
for long-term investment.

Demutualization of NSE in progress.
Revised securities laws developed to overhaul capital markets.
Greater supervision of capital markers intermediaries.

Greater transparency and disclosures with all capital markets inter-
mediaries required to publish financial statements in local Dailies.
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Establishment of a legal infra-
structure that promotes and
enforces the rule of law in com-
mercial and financial transac-
tions including protection of
property rights and enforce-
ment of contracts, as well as
that which supports good gov-
ernance by promoting trans-
parency, accountability, par-
ticipation and predictability.

Bills drafted to improve legal infrastruc-
ture for financial sector, including:

Limited Liability Partnerships Bill
Partnership Bill

Insolvency Bills

Small Claims Court Bill

Revised Companies Act to overhaul companies laws.

Establish a single unified noti-
fication system (register) of all
security document (charges,
pledges, debentures, etc) of all
movable asset given by all legal
and natural persons so as to en-
courage registration of non-tra-
ditional securities such as chat-
tels and guarantees to improve
collateral security access to
credit from the formal sector.

Bills drafted to improve legal infrastructure including:
Personal Securities Bill

Moveable Assets Bill

There are no plans to introduce a national register of charges.

Policy, Legal and Insti-
tutional Reforms

Current Status

Reforms in the sector will fo-
cus on the following:

Reform the commercial jus-
tice system to enable it bet-
ter support the effective work-
ing of market-based Fls.

Judiciary Strategic Plan 2009-2012 developed

Ongoing computerisation of Commer-
cial, High Court And Land Registries

Court and Case Management systems planned for introduction

Alternative Dispute Resolution ADR being developed, in-
cluding Introducing Small Claims Court Bill

Improve the registration ar-
rangements for pledges of mov-
able assets to help bank estab-
lish collateral; Improve land
registration system to facili-
tate land as a collateral.

Bills drafted to improve legal infrastructure, including:
Personal Securities Bill

Moveable Assets Bill
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Review the insurance Act to
empower the newly created
Insurance Regulatory Author-
ity (IRA) to pre-empt finan-
cial distress orintervene to
help resolve financial prob-
lems of an insurance company.

Comprehensive review of the Insurance Amend-
ment Act 2006 undertaken.

IRA to strengthen regulation and supervision of Insurers.

Strengthen management and
regulation of NSSF including
bringing it directly under the su-
pervision of RBA. This will focus
more critical attention to the
financial viability of NSSF, the
quality of the services it delivers
to its members, and its cost and
other aspects of its efficiency.

RBA has submitted proposal through MoF for Cabinet ap-
proval to bring NSSF into compliance with RBA Act and regu-
lations especially compliance with investment guidelines.

Other options considered are to place NSSF un-
der Statutory Management Act.

Development of National Pen-
sion Policy, enact new legislation
for the Public Service Superan-
nuation Scheme (PSSS) and com-
pletion of phase 1 of the Pension
ICT project (Pension Manage-
ment Information System-PMIS).

Civil service Pensions scheme reforms.

Review the Capital Market Au-
thority (CMA) with adequate le-
gal protection, access to bank
records in an investigation, ability
to obtain freeze orders, and au-
thority to visit at will he regulat-
ed companies and their auditors.

Comprehensive Draft Securities Bills and regulations prepared:
Securities Industry (Advertising) Regulations 2009.

Securities Industry (Continuing Disclosure Ob-
ligations of Issuers) Regulations 2009.

Securities Industry (Disciplinary Proceedings) Regulations 2009.
Securities Industry (Internet Trading) Regulations 2009.
Securities Industry (Investor Compensation) Regulations 2009.
Securities industry (Public Offers) Regulations 2009.

Securities Industry (Takeovers) Regulations 2009.

Securities (Collective Investment Schemes) Regulations 2009.

Asset Backed Securities Regulations 2009.

Review the ownership struc-
ture of the NSE through de-
mutualization as part of initia-
tives to strengthen its role.

Demutualization of NSE approved March 2010.
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Introduce the risk-based capi-
tal adequacy framework for
providers of financial servic-
es and products under CMA
regulation and supervision.

All regulators currently rolling out risk based su-
pervision (RBS) including CMA.

Increase government partici-

pation in capital markets such
as leveraging on public pri- Government successfully issued three infrastructure bonds.

vate partnership (PPPs) and Revive Sovereign Bonds program once effects of financial crisis ease.
specialised bonds to facili-

tate investment in key areas.
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The Social Pillar




5.0 Overview of Education and
Training Sector

The Government hopes to facilitate wide-
spread prosperity by way of investing in the
people of Kenya by building a just and co-
hesive society that enjoys equitable social
development in a clean and secure envi-
ronment. Efforts aimed at transforming the
country are based on addressing key issues
affecting the key social sectors identified as
education and training, health, water and
sanitation, environment, housing and ur-
banisation as well as gender, youth, sports
and culture.

The Government is committed to the pro-
vision of quality education, training and re-
search as a human right for all Kenyans in
accordance with the law and internation-
al conventions. The education sector has
continuously undergone reforms in order
to address its overall goals as articulated in
Sessional Paper No. 1 of 2005 on a Policy
Framework for Education, Training and Re-
search as well as meeting the international
development commitments, including the
Millennium Development Goals (MDGs) and
Education for All (EFA).

Education is one of the critical sectors
that will be contributing to the social pil-
lar through the transmission of skills and
knowledge to all Kenyans. This calls for de-
votion of more resources to the raising of
quality education and training.

Although the education sector plays a crit-
ical role in production of skills and compe-
tencies necessary for effective participation
in knowledge based economy, the country
is still faced with key concerns of: access,
retention, equity, quality and relevance as
well as internal and external efficiencies of
the education system.

The Medium Term Plan for Vision 2030 has
short and medium term investment pro-
grammes that will be implemented within
the plan period.
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5.1.1 Key Reforms Measure and
MTP Targets for Education

During the year under review, 2008/09,
the government continued to deepen its
reforms and realign them with a view to
achieving the goals set in the Vision 2030.
The policy initiatives undertaken focused
on the attainment of Millennium Develop-
ment Goals (MDGs) and EFA through the
implementation of Free Primary Education
as well as Free Secondary Education pro-
grammes introduced in January 2008. The
key reforms include the following:

1. Continuation of the implementation
of the Free Primary Education (FPE).

2. Implementation of Free Secondary
Education.

3. Development of the Ministry of Ed-
ucation’s Second Generation Strate-
gic Plan.

4. Implementation of policies outlined
in the Sessional Paper No.1 of 2005
on Policy Framework for Education,
Training and Research.

5. Continuation of implementation
of the Kenya Education Sector Sup-
port Programme (KESP), which is
an investment that allows different
stakeholders to support education
and training sector.

During the MTP period under review, the
education sector pursued the implemen-
tation of flagship projects and other pro-
grammes/projects in order to address the
overall goals of the Vision 2030 as well as in-
ternational development commitments, in-
cluding the Millennium Development Goals
(MDGs), and Education for All (EFA). During
the first year of MTP implementation the
following five flagship projects were ear-
marked:

1. Construction and fully equipping
560 secondary schools and expan-




sion and rehabilitation of existing
ones.

2. Recruiting 28,000 additional teach-
ers.

3. Establishing a computer supply pro-
gramme.

4. Building at least one boarding pri-
mary school in each constituency in
the ASAL districts.

5. Establishing a voucher system pro-
gramme in five poorest districts.

5.1.1 Implementation Progress in

Education and Training

The sector made progress in each of teh fol-
lowing five areas as outlined below.

1. Construction and Equipping
of 560 Secondary Schools and
Expansion and Rehabilitation of
Existing Ones

During the year 2008/09, 1200 secondary
schools requested for infrastructure funds
from the Ministry of Education and their
data was compiled. The criterion for iden-
tification of needy schools was also devel-
oped. Although, the target for rehabilitat-
ing/constructing and equipping 140 schools
during the 2008/09 period was not achieved
due to late /lack of allocation of funds, the
Ministry still continues to improve facilities
under the school infrastructure improve-
ment initiative. The Ministry of Education
disbursed Kshs 2 million to each of the 18
National schools for rehabilitation.

2. Recruitment of 28,000 Additional
Teachers

A total of 28,000 additional teachers are to
be recruited during the period 2008-2012.
Out of which 21,400 are for primary schools
and 6,600 for post primary institutions. Dur-

ing the year 2008/09, a total of 6,000 teach-
ers were successfully recruited.

3. Establishment of a Computer
Supply Programme

During the MTP period, a computer sup-
ply program will be initiated in 20,229 pub-
lic primary schools, 4,000 public secondary
schools, 20 PTTCs, 2 diploma colleges, 10
Model e-learning centres for ACE and the 7
publicuniversities. During the year 2008/09,
a coordination office was established to
help coordinate and Harmonise ICT in ed-
ucation issues particularly integration of
ICT in the teaching and learning. More than
300 Tutors were trained in the use of tech-
nology to enhance teaching and learning. In
addition, more than 300 participants from
teaching and training institutions attended
a Regional E-Learning conference.

The Ministry of Education in partnership
with other stakeholders equipped all Prima-
ry Teachers Colleges with modern ICT facili-
ties and tutors training in the use of mod-
ern tools in teaching and training of teacher
trainees. The Ministry of Education in part-
nership with Microsoft signed an agree-
ment to guarantee availability of affordable
software including upgrades to the entire
education sector. The Ministry is also in the
process of engaging other software vendors
(particularly open source groups) in order
to have variety and access of software for
teaching and training.

Through the Kenya Institute of Education,
the Ministry developed Digital Content
for all subjects for use in Form One in Sec-
ondary schools. Efforts are being made to
complete digitization exercise for all other
forms. Classes 4 and 5 in Primary have also
been digitized.

To ensure sustainability of ICT in education,
the Ministry of education prepared a con-
cept paper for resource Mobilisation for es-
tablishing the centre whose mandate shall
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be to help education institutions on ICT in-
tegration matters including providing help
desk services. Site and buildings have al-
ready been identified. Capital for initial roll-
out has been earmarked to 240 Education
institutions that have been identified to
benefit from the Multi-media Educational
Solution aimed at providing teachers and
schools with skills and capacity to prepare
and use quality digital materials.

4. Construction and Rehabilitation
of at least one Boarding Primary
School in each Constituency in
the ASAL Districts

Construction/rehabilitation” of low cost
boarding (LCB) primary schools in each con-
stituency in ASAL districts was undertaken
over the period under review. This was done
through the normal primary school infra-
structure programme under KshsSP where
approximately 37 LCB primary schools in
ASAL areas were given funds to rehabilitate
existing infrastructure.

5. Establishment of a Voucher
System Programme in the Five
Poorest Districts

Establishment of a voucher system for learn-
ers from poor households and children res-
cued from early marriages and child abuse,
consistent with the voucher system imple-
mented by the Ministries of Health and
Home Affairs is one of the targets set during
the MTP period. During the 2008/09 peri-
od, research was done on how to establish
the voucher system. Advocacy and sensiti-
sation on factors that negatively affect ed-
ucation was also conducted. Consultations
on how best to implement this programme
are underway and will be spelt outin KshsSP
Il which is under preparation.
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5.1.3 Achievements and Progress
In Implementation of other
Programme Areas

During the period, other programmes be-
sides the flagship projects were implement-
ed aimed at achieving the broad education
sector strategic objectives of enhancing ac-
cess, equity, quality and relevance. These
programmes include in the following:

1. Early Childhood Development and
Education (ECDE): During the MTP
period, the Government plans to in-
tegrate ECDE into primary education
with a view to improving its man-
agement, increasing access to ECDE
and enhancing retention at lower
primary. During the year 2008/09
the ECDE sub sector registered a
improvement with NER having in-
creased from 42.1 %( 43.1 percent
for boys and 41.1 percent for girls)
in 2007 to 43.0 percentin 2008.

Although the Ministry had proposed
to take over the payment of salaries
for ECDE managers, the funds were
not allocated during the review pe-
riod. As a result, full integration of
ECDE to basic education is yet to be
achieved. The provision of ECDE ed-
ucation is still largely financed by
the households and private sector
players

2. Primary Education: The FPE pro-
gramme aims at enhancing the
quality of education through eg-
uitable provision of textbooks and
other instructional materials to
each enrolled pupil in public pri-
mary schools at an annual capita-
tion of Kshs 1,020. Such capitation
is geared towards reduction of costs
for poor households. Theimplemen-
tation of the FPE programme has led
to increase in enrolments from 6.07
million in 2003 to 8.2 million in 2007
and further to 8.6 million in 2008.




The Gross Enrolment Rate (GER) in-
creased from 108.9 percent in 2007
to 109.8 percent in 2008. The GER
for boys and girls increased from
111.8 and 106.0 percent in 2007 to
112.2 and 107.3 percent in 2008 re-
spectively. The Net Enrolment Rate
(NER) increased from 91.6 percent
in 2007 t0 92.5 percent in 2008. The
NER for boys and girls increased
from 94.1 and 89.0 percent in 2007
to 94.6 and 90.5 percent in 2008 re-
spectively. The Net Enrolment Rate
(NER) for North Eastern increased
from 27.0 percent in 2007 to 31.9
percent in 2008 with'the NER for
boys and girls increasing from 33.1
and 20.8 percentin 2007 to 39.3 and
24.5 percent in 2008 respectively.

In some regions of the country, de-
spite the efforts undertaken by the
education sector, gender parity has
not been achieved in accessing edu-
cation at all levels. The gender par-
ity index at primary level was con-
stant between 2007 and 2008 at
0.94 against the target of 1.0. There
is lack of adequate and quality in-
frastructure particularly in the ASAL
districts, urban slums and pockets
of poverty as depicted by low par-
ticipation rates in North Eastern
Province. Additionally the deliv-
ery of educational services is ham-
pered by the inability to reach the
hard to reach children. This is due
to weak implementation structures
of the programmes targeting such
children and inadequate funding for
the same.

The Ministry has been providing
grants to NFSs for teaching and
learning materials. Currently, there
are 474 non formal schools regis-
tered and receiving grants. There
are still more NFSs which are not yet
registered hence missing out in the

provision of grants. The Ministry’s
target is to validate and verify 300
schools annually for funding.

The Textbook-Pupil ratio for low-
er primary has improved from one
textbook for more than 10 pupils
before 2003 to 1:3 in 2007 and fur-
ther to 1:2 in 2008 whereas for up-
per primary it has improved from
1:2in 2007 to 1:1in 2008.

To ensure efficient teacher utili-
sation, the cost effective staffing
norms which include: implementa-
tion of differentiated staffing norm
at primary level allowing for a PTR
of 45:1 in high potential areas was
achieved during the period with pu-
pil teacher ratio at primary level in-
creasing from 44:1 in 2007 to 45:1
in 2008.

Curriculum Review: Curriculum is
recognised as one of the major pil-
lars of quality education and train-
ing. The education sector has and
continues to review the curriculum
to improve its relevance and incor-
porate emerging issues.

. Adult and Continuing Education

Subsector: The Adultand Continuing
Education (ACE) programme plays
a key role in promoting Life Long
Learning (LLL). The ACE is provided
through the Directorate of Adult and
Continuing Education (DACE) using
the Basic Literacy Programme (BLP),
Post Literacy Programme (PLP) and
Continuing Education Programmes
(CEP). ACE provides education and
training opportunities to adults and
out of school youth aged 15 years
and above who for whatever rea-
sons either missed their chances in
the formal education system in their
childhood or dropped out of school
before attaining sustainable levels
of education. The programme en-
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sures the availability of education
opportunities to salvage the invest-
ments in both primary and second-
ary education.

5. Secondary Sub-sector: In order to
address the high cost of secondary
education, the GOK has implement-
ed the Free Secondary Education
(FSE) programme to make second-
ary education more affordable. This
initiative will reduce the cost of sec-
ondary education thus increasing
access, retention, equity and quali-
ty. Enrolment grew from 1.18 million
students in 2007 (639,393 boys and
540,874 girls) to 1,328,964 (735,680
boys and 593,284 girls) students
in 2008. The GER for secondary in-
creased from 38.0in 2007 to 42.5 in
2008. The NER recorded an increase
from 24.2 percent (25.2 percent for
male and 23.2 percent for female) in
2007 to 28.9 percent (29.8 percent
for male and 27.9 percent for fe-
male) in 2008.

Transition rate from primary to sec-
ondary increased from 59.6 percent
(56.5 percent for male and 63.2 per-
cent for female) in 2007 to 59.9 per-
cent (61.1 percent for male and 58.5
percent for female) in 2008. The set
transition rates were not met due
to increase in number of standard
eight candidates which is not com-
mensurate with available Form one
admission vacancies.

5.1.4 Challenges Experienced in
the Education Sector

Despite the effort and progress realised by
the education sector a number of challeng-
es were witnessed during the period un-
der review. The growing enrollment in both
primary and secondary schools due to FPE
and FSE respectively, has meant that the ex-
isting facilities are overstretched. This has
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negatively impacted on the Ministry’s effort
to achieve high transition rates to second-
ary education. Lack of adequate infrastruc-
ture at all levels of education undermines
efforts to enhance access and equity to
education. Additionally, despite all the ini-
tiatives aimed at addressing regional and
gender disparities at various levels of edu-
cation, regional and gender balances are
yet to be achieved.

There still remains a problem of staff short-
age for both teaching and non-teaching
staff across the country. In the learning in-
stitutions across the sub-sectors, teacher
shortages hinder delivery of quality educa-
tion.

Another challenge facing the delivery of
educational services is the inability to reach
the hard to reach children. This is due to
weak implementation structures of the pro-
grammes targeting such children and inad-
equate funding for the same. This has led to
low access to education in disadvantaged
areas such as North Eastern Province as evi-
denced by low NER.

The achievement of EFA target is serious-
ly threatened by the HIV\AIDS pandem-
ic which has devastating and far reaching
impacts on education. HIV\AIDS is eroding
quality of education, weakening demand
and access, drying up the country’s pool of
skilled workers and increasing cost which
is already high in relation to available pub-
lic resources. The number of HIV and AIDS-
related orphans and other vulnerable chil-
dren is estimated at 1.2 million. HIV/AIDS
pandemic has robbed the country of trained
and experienced teachers and given rise to
many additional orphans in school. It is es-
timated that 1.8% of the country’s 245,000
teachers are dying annually. The Teachers
Service Commission has also recorded sig-
nificant increase in HIV-related sick leaves
that prohibit teachers from carrying out
their duties and has set a special AIDS Con-
trol Unit to respond to this challenge.




The post-elections violence experienced in
January 2008 adversely affected the edu-
cation sector. Schools were either vandal-
ized, burnt down or equipment stolen im-
pacting negatively to the realised gains. As a
stop gap measure, displaced children were
placed in local schools and temporary class-
rooms in host community schools were also
established. The displaced teachers are also
deployed appropriately. The 1* phase of re-
constructing and equipping schools will tar-
get Molo and Trans-Nzoia districts at a total
cost of Kshs 123.6 million. Phase Il and llI
will target 23 districts in Nyanza, Western,
Rift Valley Central and Nairobi Provinces at
a cost of Kshs 295.8 million.

5.1.5 Lessons Learned and Way
Forward Education

Expansion of secondary education has not
progressed as had been desired due to in-
adequate physical facilities. It is therefore
crucial that the Ministry continues with ex-
pansion of physical facilities to accommo-
date both the increased numbers of candi-
dates graduating from primary education
following the introduction of FPE as well as
increased demand for secondary education
following the introduction FSE in 2008.

1. Thetransitionrate target needstobere-
vised downwards as it is too ambitious.

2. Although targeted efforts are in place,
existence of retrogressive cultural prac-
tices continues to undermine the ef-
forts of the Ministry especially in ASAL
regions.

3. The negative impact of HIV/AIDs contin-
ues to weaken teaching force hence af-
fecting curriculum delivery in both pri-
mary and post primary institutions. This
calls for strengthening of MOE capaci-
ty to provide HIV and AIDS prevention,
care, and support and mitigation inter-
ventions. The MoE and TSC should sus-
tain the annual budget of Sh. 35 million

and 16 million respectively set aside
from the recurrent vote earmarked for
mitigating the impact of HIV and AIDS
and mounting prevention programs.

5.2 An Overview of the Health
Sector

The achievement of the economic goals an-
ticipated in the Kenya Vision 2030 will de-
pend on a healthy, workinghuman resource.
The health sector is expected to play a key
supportive role in maintaining this healthy
population which is necessary for enhanced
productivity that Kenya requires for glo-
bal competitiveness. The Sector therefore,
provides one of the most important com-
ponents for addressing equity and the so-
cio-economic agenda of the Social Pillar of
Vision 2030, whose theme is “Investing in
the People of Kenya.”

In the last five years, Kenya’s health sector
has improved significantly as a result of in-
creased resource allocation for the health
sector, better governance and enhanced
management of health delivery systems.
Kenya's overall health is better today than a
decade ago with life expectancy estimated
at53.6yearsin 2007. However, preventable
diseases continue to be the leading cause of
morbidity in Kenya with malaria and respi-
ratory diseases accounting for more than
50% of all reported outpatient cases. HIV
pandemic; tuberculosis, especially the mul-
ti-drug resistance tuberculosis strain, and
non communicable diseases such as diabe-
tes, cancer and heart conditions are on the
increase and are a major concern to the sec-
tor.

The provision of quality health care to the
citizens currently face a numbers of chal-
lenges namely; high cost of medical care
and other access factor; under funding
which affects the supply of adequate critical
inputs such as medical staff, medical sup-
plies and drugs, capital investments, oper-
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ations and maintenance. Other constraints
include a weak yet extremely vital Health
Management Information System.

5.2.1 Policy Review

The vision for the health sector is to pro-
vide equitable and affordable health care at
highest affordable standards to all citizens.
The First Medium Term Plan (MTP) for the
period 2008-2012 builds on the achieve-
ments of the Economic Recovery Strate-
gy for Wealth and Employment Creation
(2003-2007) and the National Health Sector
Plan 11 (2005 — 2010) that contributed to the
improvement of health status:indicators of
the population. The MTP identified flagship
projects and initiatives that the health sec-
tor willimplement in order to provide qual-
ity and affordable health care. The flagship
projects are also expected to contribute to
Millennium Development Goals (MDGs),
namely: reducing infant and child mortality
(Goal 4), reducing maternal mortality ratio
(Goal 5), and combating HIV and AIDS, TB
Malaria and other diseases (Goal 6). Oth-
er relevant goals include Goal 7 on ensur-
ing Environmental Sustainability, focusing
on population with sustainable access to an
improved water source with access to im-
proved sanitation.

In the medium term, the health sector will
focus on preventive health care with em-
phasis on the control of communicable and
non communicable diseases, reproductive
and child health services, environmental
health and rural health services. The Kenya
Essential Package for Health (KEPH), a para-
digm shift in the delivery of health care fo-
cusing on health promotion, life-cycle co-
horts and health care services, mainly at
rural health facilities and the community,
will guide health delivery efforts.

The Health Sector also aims at undertak-
ing initiatives relating to the management
of Kenya Medical Supplies Agency (KEMSA)
to strengthen procurement practices; ware-
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housing and distribution; improvement
of infrastructure and provision of medical
equipment and health care financing. Fo-
cus at KEMSA should also strengthen en-
terprise resource planning and commer-
cialisation, introduce bar coding of drugs to
prevent pilferage and improve the human °
resource management in order to reduce
departures of well trained personnel in sup-
ply chain management. The implementa-
tion of National Social Health Insurance
Scheme as a means of financing curative
and rehabilitative services and the channel-
ling funds directly to the public health facili-
ties—health centres and dispensariesin line
with the Health Sector Services Fund (HSSF)
gazette notice will be reviewed. In addition,
the Output Based Approach (OBA) aimed
at enabling poor, vulnerable women of re-
productive age access quality reproductive
health and gender based violence services
through the application of a voucher sys-
tem will be scaled up.

As a result of a rapidly changing health sec-
tor, the crucial legal and institutional frame-
work will be put in place. The Public Health
Act will be reviewed and enacted to facili-
tate the establishment of Health Service
Commission and disbursement of funds as
grants to health facilities. The Revitalisation
of Health Information Management System
and Human Resources Management is also
expected to continue to enhance the effi-
ciency and effectiveness of the health sys-
tem of the country.

5.2.2 Vision 2030 Flagship
Projects in the Health Sector

The following flagship projects and key initi-
atives were identified by the Vision 2030 for
implementation by the health sector:

1. Rehabilitation of health facilities,
primarily community health centres
to promote preventive health care
and to treat diseases at community
level;




2. Establish strong community based
information system to facilitate ac-
cess to health related information
and outreach;

3. Delinking the Ministries of health
from service delivery to focus on
regulation and supervision;

4. Providing autonomy to the levels 4,
5 and 6 (district, provincial and na-
tional hospitals). This initiative is
aimed at establishing a functional
referral system at all levels;

5. Integration of local communities in
the management of health care;

6. Development of an equitable health
financing mechanism.

5.2.3 Medium Term Flagship

Projects and Targets

In the medium term 2008-2012, the health
sector pledged to undertake the following
flagship projects:

1. Rehabilitation of the health facili-
ties;

2. Strengthening of Kenya Medical
Supply Agency;

3. Develop community based informa-
tion systems;

4. Delink the Ministries of Health
(Medical Services and Public Health
and Sanitation) from service deliv-
ery;

5. Development of a Human Resource
Strategy and the implementation of
Human Resource Information Sys-
tem;

6. Development of a National Social
Health Insurance Scheme;

7. Channelling health funds directly to
public health facilities such as hospi-
tals, health centres and dispensaries

through the Health Sector Services
Fund.

The following outcome targets were set for
health sector during the MTP period:

1. Reduce under 5 mortality rate to
33per 1,000 live births;

2. Reduce maternal mortality rate 147
per 100,000 live births;

3. Increase proportion of birth deliver-
ies by skilled attendant to 95%;

4. Increase immunisation coverage for
children under 1 year to 95%;

5. Reduce cases of TB to 444 per
100,000 persons;

6. Reduce inpatients malaria fatality to
3%;

7. Reduce HIV prevalence to less than
2%.

5.2.4 Achievement and
Implementation Progress

The main highlights of the achievements
and the progress made during 2008/09 pe-
riod in the three key areas are as follows:

a) Rehabilitation of the Health
Infrastructure

In an effort to provide a functional, efficient
and sustainable health infrastructure net-
work in the country, the government con-
tinued to invest in the construction of and
rehabilitation of health care infrastructure.
During the 2008/09, the following initia-
tives were undertaken:

1. Formation of a Task Force by Minis-
try of Medical Services in process

2. The Government has invested in
putting up new facilities through
the CDF to complement existing ef-
forts in the health sector — Resource
allocation for the CDF Facilities — fi-
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nancial, personnel, medical supplies
and equipment

3. 1 (one) health facility was rehabili-
tated during the period under re-
view

b) Strengthening Kenya Medical
Supplies Agency (KEMSA)

During 2008/09, a number of initiatives
were put in place or accelerated to facilitate
the achievement of the reforms proposed
by the MTP. A major initiative was the gen-
eration of a Draft Policy.

c) Development of Community
Based Information Systems

A major intervention implemented dur-
ing the period under review was the
development of a Community Strategy to
enhance awareness of promotion and pre-
ventive aspects of health.

d) Delinking the Ministries of
Health from Service Delivery

Under this flagship project, the MTP aims
at the establishment of a Health Service
Commission mandated with service deliv-
ery leaving the Ministries of Health with the
role of providing policy guidance, standards
and regulation. A number of initiatives were
to be put in place to facilitate the splitting of
roles. During the period under review the
following were undertaken:

1. A concept Paper on the second
Health Policy Framework was de-
veloped;

2. Draft Report on the second Health
Policy Framework development
was prepared.

3. Expanded engagement and wider
consultation on the next Health Pol-
icy Framework
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e) Development of a Human
Resource Strategy

Human Resources for Health (HRH) is key
in the delivery of health services and the
achievement of the Vision 2030 goals and
MDGs. The Health Sector recognises that
misallocation, inadequate and inequitable
distribution of health personnel continues
to constrain health sector planning, health
care delivery and ultimately health out-
comes of Kenyans. During the period un-
der review, the following achievements and
progress were made on the proposed initia-
tives in the Medium Term Plan (MTP):

1. Development of the Human Re-
source Strategy

2. Implementation of the Human Re-
sources Information System

f) Development of a National
Social Health Insurance Scheme

During the period under review the follow-
ing initiatives were undertaken:

1. Health Financing Task Force was es-
tablished in January 2007 to provide
leadership in the development of a
long term fiscally sustainable, eg-
uitable and efficient approach to fi-
nancing health services in the coun-
try.

e A draft report on Health
Policy Framework with
data analyses and a road-
map compiled

¢ Pilot for coverage for out-
patient cover launched in
November 2009 in two
sites in Western Kenya and
Nairobi

2. National Health Accounts Working
Group on health sector resource
Mobilisation and utilisation in place




3. Cabinet Memorandum on the Re-
vitalisation, restructuring and ex-
panded coverage of the National
Health Insurance Fund (NHIF) to in-
clude informal employees was pre-
pared, presented to the Cabinet and
returned for revision.

g) Channelling of funds to health
facilities

Under this flagship project, the following
were undertaken during the period under
review:

1. Legal Notice No. 401 Of 2007 which
was gazetted in December 2007 on
the establishment of Health Sector
Services Fund for channelling funds
directly to the public health facilities
— health centres and dispensaries
has been reviewed and awaits Gov-
ernment approval.

2. The Guidelinesfor channelling funds
and management of resources have
been developed.

3. The National HSSF committee has
been gazetted and inaugurated by
the ministers.

h) The Output Based Approach

The following have been undertaken in the
scale up of Qutput Based Approach (OBA):

1. OBA has been rolled out to 64 health fa-
cilities in three districts, two slum areas
in Nairobi (Viwandani and Korokocho)
and North Eastern Province. Activities
of OBA include

e Recruitment of poor pregnant
mothers into the project as per cri-
teria and selection of service provid-
ers in the OBA sites.

e Financial incentive to encourage
pregnant women to deliver at health

facilities, in particular at health cen-
tres, is being scaled up. Women
delivering at health facilities, get
medical attention from health pro-
fessionals thus improving maternal
health outcomes

i) Performance of the Health
Indicators

The performance of the health sector was
assessed using various indicators agreed
upon with the stakeholders in 2008. Un-
der the National Reporting Framework, the
health sector has a total of 10 outcome indi-
cators monitored on an annual basis. Table
16 below presents the performance of the
health status indicators for the period un-
der review.

j) Child Mortality

The medium term plan targeted a reduction
of under-five mortality to 74 per 1,000 live
births by the end of period under review.
According to preliminary results of the Ken-
ya Demographic and Health Survey 2008,
the under five mortality declined to 74 per
1,000 indicating that the target was met.
This is a significant decline from the 2003
estimate which stood at 115 per 1,000 live
births.

k) Maternal Mortality

During the period under review, there was
a significant achievement in the utilisation
of contraceptives. The decline in the contra-
ceptive prevalence rates (CPR) appears to
have been reversed according to the data
emerging from the Kenya Demographic and
Health Survey 2008. The CPR increased to
43% in 2008 up from 39% in 2003. (To con-
sult RH Division MoPHS for initiatives imple-
mented)
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Table 15: Performance of Health Status Indicators 2008/09

Medium Term Outcome Unit Base- Baseline Actual Target
Plan Outcome Indicator line Year Value 2008/2009 2008/09
Reduced Under | Under Five per
Five mortality mortality rate | 1,000 2497 - 14 4
Mater-
Reduced Mater- | caimssral | P2 2007 414 Not available | 325
nal Mortality " 100,000
ity Rate
'":rrggf‘eo‘ipro' Skilled At-
P ; tendant % 2007 51 43.8 61
skilled attend- At Birth
ant at birth
o Children un-
; : der 1yearful- | % 2007 71 70.4 80
tion Coverage g :
ly immunized
Reduced HIV HIV Preva- % 2007 74 71 6.4
Prevalence lence Rate
Accessto HIV Patients
health care % 2007 58 58 59
: on ARVs
services
Proportion
Beduted e || o dents: | Ratio: (3007 19 15 15
laria incidence ; 5
with malaria

Source: Ministry of Public Health and Sanitation, Central Project Planning and Monitoring Unit, 2009; pre-

liminary results KDHS 2008-089.

I) Immunisation

Although remarkable progress was made,
MTP target of 80% immunisation coverage
for the period under review was not met.

m) HIV and AIDS

The MTP targeted to reduce national HIV
prevalence to 6.4% by 2008/09. According
to Kenya AIDS Indicator Survey, although
prevalence had reduced to 5.1 by the end
of 2006, the prevalence rate was regis-
tered to be 7.4% during the period under
review indicating that the target was not
met. However, there has been increase in
the number of eligible people accessing
ARVs from 237,881 (including 20,517 chil-
dren) in December 2008 to 353,150 (who
included 28,692 children) by January 2010
out of 600,000 people who need treatment
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with ARV drugs. Nearly 95 % of the patients
on ARV drugs depend on donor funding
whose sustainability is not guaranteed for
such a life-prolonging intervention and the
Ministry of Medical Services has yet to ear-
mark annual allocation for ARV drugs in its
budge.

n) Malaria

A new indicator for malaria is reduction in
the number of outpatient clinical malaria
cases in public health facilities. The target
for this indicator is reduction of clinical ma-
laria cases from 29% in 2008/2009 to 27% in
2009/2010. This is to be achieved through
integrated malaria control activities includ-
ing: indoor residual spraying using insec-
ticides; distribution of insecticide treated
bed nets; provision of intermittent preven-
tive treatment to pregnant mothers; pro-




vision of effective antimalarial medicines As a result of of these lessons the follow-
(ACT); and environmental management by  ing recommendations are made for the way
ensuring that proper drainage is sustained.  forward.

e Harmonise reporting of the outputs

5.2.5 Implementation Challenges with Health Sector Plan implemen-

in Health Sector

Preventable Diseases

¢ The health sector continues to face
challenges in addressing preventa-
ble diseases e.g. HIV pandemic; tu-
berculosis (especially the multi-drug
resistance tuberculosis strain); ma-
laria and non-communicable dis-
eases which are on the increase;

e Target not being met;

¢ Limited process indicators — rehabil-
itation of health facilities, no. of cad-
res employed, trained etc to moni-
tor HRH;

e The inability to conduct surveys to
capture data that monitor indicators
on a yearly basis;

5.2.6 Lessons Learned and Way

Forward for Health Sector

Need to review targets to link with the
objectives which are currently only
linked to outcomes. For example there
is need to know how many health facil-
ities to be rehabilitated each financial
year and how many to be constructed
or equipped during each reporting pe-
riod.

Existing conflicting data from surveys
e.g. immunisation status, child mortal-
ity.

Some of the targets on the performance
indicators in the MTP and the National
Reporting Framework are not harmo-
nised.

tation matrix.

Need for harmonisation of targets
as well as sources of data/method-
ologies/objectives.

The inequalities in the distribution
of health personnel will continue to
constraint the provision of health
services. In this regard, there is need
to fast track the implementation of
the Human Resource Strategy and
cascade it to the sub national level
for better management of the hu-
man resources for health.

The inconsistency of targets set for
the sector continues to constrain
the analysis of the performance in-
dicators of health. There is therefore
need to Harmonise units for some
of the indicators such as access to
ARVs and malaria.

Leadership, systems strengthening
and capacity building of the Health
Management Information  Sys-
tems (HMIS) is critical for generat-
ing accurate information and data
to monitor the performance health
status indicators. There is therefore
need to upgrade the HMIS, intro-
duce modern technology exploting
the well developed ICT infrastruc-
ture and communication systems
in the country including mobile te-
lephony to facilitate the timely flow
of data for analysis and monitoring
of the key health indicators.
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5.3 Water and Sanitation
Sector

The overall objective of Environment, Wa-
ter, and Sanitation Sector as indicated in
the 2008-2012 MTP is enhancing access to
clean, secure and sustainable environment,
water and sanitation. The sector forms the
bedrock for a clean, secure and sustainable
environment for the citizenry by promoting
the quality of the country’s environment
and natural resources. This sector further
forms critical linkages between environ-
ment and the productive sectors.

The major challenges under this sector in-
clude environmental degradation; deteri-
oration of water quality and quantity; pol-
lution and waste management; impacts of
Climate change and Global Warming; inad-
equate adoption of Bio-Technology and lack
of an integrated environmental planning
strategy towards attaining the sustainable
development objective.

5.3.1 Policy Review of Water and
Sanitation Sector

Kenya is a water-scarce country, with the ex-
isting water resources being unevenly dis-
tributed. Currently, the country has renew-
able fresh water per capita at 647 m? against
the recommended minimum of 1,000 m3. In
2005, the estimated per capita was about
612 m? for all uses. Unless effective meas-
ures are implemented, this scarcity is pro-
jected to worsen to about 235 m? per capita
by 2025. This poses a serious threat to so-
cio-economic development and the integri-
ty of national ecosystems.

Water is an environmental resource neces-
sary not only to support life but also sustain
economic activities across different sectors.
The country faces enormous challenges in
the development and management of limit-
ed water resources. Furthermore, the mag-
nitude and severity of the water crisis cut
across most sectors of the economy thus
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making water resources management a
high priority that requires urgent attention.

Sanitation and waste management are
closely related to human health. The chal-
lenges of addressing sanitation and waste
management have been compounded
by rising population, improvement in the
standards of living, and high rural urban
migration which is responsible for the de-
velopment of densely populated informal
settlements in urban and peri-urban are-
as with poor sanitation facilities. Pollution
and waste management is exacerbated by
dumping of waste into rivers, streams and
other water bodies coupled with inade-
guate strategies leading to serious health
implications.

Inthe water subsector, the current legal and
institutional framework is anchored in the
National Water policy, 1999 and the Water
Act, 2002. The Water Act called for the es-
tablishment of Water Service Boards, the
Water Service Regulatory Board, the Water
Service Trust Fund and the transfer of water
assets from the Ministry of Water and Irri-
gation to the water boards. The Ministry of
Water and Irrigation is left in charge of the
coordination, financing and policy formu-
lation while the Water Services Regulatory
Board is the water services regulator. The
Water Service Boards are the asset hold-
ers and are responsible for efficient service
provision in their areas of operation either
through an agent (water service provider-
company etc) or directly where there are
no agents. This aims at commercializing and
improving water services by increasing par-
ticipation by non-state actors.

5.3.2 First MTP Targets and
Outcome Indicators for
Water and
Sanitation

In order to ensure water and improved san-
itation availability and access to all by the




year 2030 as envisaged in Vision 2030, the
2008-2012 MTP identifies two strategic
goals for the sub-sector:

1.

To improve access to water and san-
itation and mitigate post-election
crisis impact on the sector.

To increase access to safe water and
sanitation.

To address the impact of the post-elec-
tion crisis, a one year (2008-2009) recov-
ery strategy was also put in place to address
particular needs:

<

Rehabilitation of water infrastruc-
ture destroyed during the violence.

Provision of water to the displaced
persons.

The water and sanitation sector also ear-
marked the following flagship projects to be
implemented during the first MTP period:

¥

Rehabilitate, regenerate and re-
store Nairobi Rivers ( includes the
full rehabilitation of the catchment
basin of the Nairobi River and the
Ngong River);

Acquire and install new hydro-met-
ric stations in strategic and vulner-
able water resources (surface and
ground water) and linked to World
Hydrological Observation Cycle
(WHYCOS);

Rehabilitate 600 hydro-metrological
stations;

Undertake Ground water Hydro-
geological Mapping in Turkana and
Marsabit for purpose of planning
groundwater development in the
two districts and replicated in other
ASAL districts;

Build capacities of Water Resource
Users Associations to collect records
and monitor data acquisition instru-
ments;

10

11.

12,

13:

14,

15,

16.

Formulate four water Catchment
Management Strategies (CMS) for
Lake Victoria South, Ewaso Ngiro
North, Ewaso Ngiro South and Athi
Catchment areas;

Construct large multi-purpose dams
along Rivers Nzoia and Nyando. |n
addition, construct water dyKshs
along the lower reaches of Nzoia
and Nyando Rivers;

Construct a 54 Km intern-basin wa-
ter transfer canal in Rahole area
connecting to Tana River to Garissa
District;

Undertake the development of High
Grand Falls Multipurpose reservoir
with a storage of 5.4 billion cubic
meters;

. Rehabilitate and expand the Mzima

water supply Pipeline;

Construct 180 water and sanitation
projects;

Drill 140 boreholes and construct
160 small dams/pans in ASAL areas;

Construct the Tana Delta Irrigation
Project;

Expand the Bura, Hola, Kano Plains,
Nzoia(Upper, Middle and Low-
er), Perkera, Kerio Valley, Mwea,
Taita Taveta, Ewaso Nyiro North
and Ngurumani(Kajiado) Irrigation
schemes;

Extend the Yatta Canal for anoth-
er 100 Km to cover Yatta District,
parts of Kitui and Mwingi Districts.
The extension will also involve the
construction of a 1 Km uptake dam
above the existing intake point along
Thika River;

Repair Mathauta and Muyu Dams to
serve as the starting point of the ex-
tension of the Yatta Canal;
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17. Expand drainage areas in Western
province (Busia, Kakamega, Butere,
Mumias, Bungoma, Teso) and Cen-
tral (Thika and Nyandarua-North
and South); and

18. Carry out research to enhance effi-
ciency and productivity of rain-fed
agriculture.

5.3.3 Policy, Legal and
Institutional Reforms

In order to achieve the targets indicated
above the following reforms were also to be
undertaken during the MTP period:

1. Review of Water quality stand-
ards to ensure that they conform to
the country’s water situation and
needs.

2. Enact a policy on trans-boundary
water management.

3. Enact a policy on ground water pro-
tection.

5.3.4 Outcome Indicators and
Targets for Water and
Sanitation

The following outcome indicators and tar-
gets have been tracked under the National
Integrated Monitoring and Evaluation Sys-
tem (NIMES).

1. Improve access to safe water in Ur-
ban Households from 62.5% in
2008/09 to 75% in 2012/2013.

2. Improve accesstosafe waterin Rural
Households from 44 % in 2008/09 to
60 % in 2012/2013.

3. Increase water storage and harvest-
ing capacity from 11 Cubic meters
in 2008/09 to 17 Cubic meters by
2012/13.

4. Increase access to sanitation in ur-
ban  households with individu-
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535

al or shared access to toilet facili-
ties from 35% in 2009/09 to 55% in
2012/2013.

Increase access to sanitation in ru-
ral households with individual or
shared access to toilet facilities from
5% in 2009/09 to 8% in 2012/2013.

Achievement and
Implementation Progress for
the Water Sector

The following achievements have been re-

alised as set against their targets.

1.

Rehabilitate 600 Hydro-meteoro-
logical stations: 230 meteorologi-
cal stations were rehabilitated dur-
ing the financial period 2008/09
and they are currently working.
Data collection and routine mainte-
nance of the stations is ongoing. By
2010/20111 250 hydro- meteoro-
logical stations are earmarked to be
rehabilitated. Ground water Hydro-
geological mapping in Turkana and
Marsabit has been planned for the
financial year 2010/11.

Constructlarge multi-purposedams
along Rivers Nzoia and Nyando:
Feasibility studies were done for the
construction of 2 large multi-pur-
pose dams along Nzoia and Nyan-
do rivers. Rehabilitation of dyKshs
and river training was also carried
out. The detailed design for the con-
struction of the large multi-purpose
dams as well as the construction
and rehabilitation of the dyKshs has
been planned for 2010/2011.

Develop 24 medium sized mul-
ti-purpose dams: Construction of
5 dams namely Umma Dam in Ki-
tui District ( Kshs 824 million), Kise-
rian Dam in Kajiado District ( Kshs
989 million), Chemususu Dam in
Koibatek District ( Kshs 4.9 billion),




Maruba Dam in Machakos District (
Kshs 325 million) and Badasa Dam in
Marsabit District ( Kshs 2.5 billion) is
ongoing. Construction for the first 5
dams will continue in 2010/111 as
well as the construction of 9 other
dams. Detailed designs for 10 other
dams will also be finalised in the fi-
nancial year 2010/11.

Rehabilitate and expand urban wa-
ter supply and sewerage in satel-
lite town: Works started in 6 towns
in 2008/09 (Ruiru, Machakos, Siaya,
Kehancha, Maua and Kitui, targeting
to serve 1 million people. In the year
2010/2011 rehabilitation and aug-
mentation works will start for water
supply and sewerage in Narok, Ma-
raral, Wajir, , Ruiru, Athi river, Isiolo,
Hola, Lowdar, Olkalou, Matuu, and
Moi’s bridge.

5. Rehabilitate and expand Mzima

water supply pipeline: Mzima | re-
habilitated and working producing
100,000 m3/day of water for Mom-
basa town. Implementation works
for Mzima Il to start targeting pro-
duction of 200,000 m3/day of water
in 2010/2011.

Construction of irrigation and drain-
age schemes to expand the area un-
der irrigation: rehabilitation and ex-
pansion of Bura scheme is ongoing,
targeting 2,500 hectares. Expana-
tion of Irrigable land in Bura, Hola,
Kano Plains, Nzoia, Perkerra, Kerio
Valley, Mwea, Taita Tavate, Ewaso
Nyiro and Nguurumani by additional
4,500 hectares has been planned in
the year 2010/2011.
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Achievements in Outcome Targets

Table 16: Achievement in Outcome Targets for the Water and Sanitation Sector

! 2008/09
A Baseline ,
Outcome . Baseline

Term Plan : Unit Year

Dutcoime Indicators Value Actual | Target
Target not met. The
prolonged periods
of drought have re-
sulted to low water

Urban :
levels in the water

House- 2T

holds sources thus limiting

withAc- | % 2007/08 | 60 61 62.5 ayellaple e o
urban households,

cess to 4

: also low invest-

Piped .

Water ment in infrastruc-
ture and dilapidat-
ed water supplies
caused the target
not to be realised.

Improved

Access to

Safe Water Target not met. The
prolonged periods
of drought have re-

Rural sulted to low water

House- levels in the water

holds with sources thus limiting

access available water to
to Water . 2007/08 | 40 a2 4 urban households,
froma also low invest-

Protected ment in infrastruc-

Source ture and dilapidat-
ed water supplies
caused the target
not to be realised.
The target was not
realised due to

Increased lack of/limited wa-

Water Stor- | Water Cubic ter harvesting and

ageand Storage 2007/08 | 8 54 11 storage methods

: . Meters .

Harvesting | per Capita and low invest-

Capacity ment in infrastruc-
ture and dilapidat-
ed water supplies.
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Urban
House-
holds with
Individual
or Shared
Access to
Toilet Fa-
cilities

% 2007/08 | 30

32 35 Target not met.

Increased
Access to
sewerage /
Sanitation

Rural
House-
holds with
Individual
or Shared
Access to
Toilet Fa-
cilities

% 2007/08 | 5

5 Target met.

5.3.6 Challenges faced in
Implementing Projects in the
Water and Sanitation Sector

1. Old water, sanitation and irrigation
infrastructure: Having been con-
structed many years ago, most of
the country’s water, sanitation and
irrigation infrastructure is today in
poor maintenance condition, and
in need of major repairs or replace-
ment. Even with significant funding
within the sector going into reha-
bilitation, the rapid population ex-
pansion particularly within urban
locations limits the sector’s capaci-
ty to put up modern and efficient in-
frastructure in synchrony with the
growing demand for services.

2. Staff issues: A major pending as-
pect of the water sector reforms in-
volves finalisation of the Transfer
Plan, specifically the process to de-
link staff absorbed in the water sec-
tor institutions and capacity build-
ing to strengthen the institutions for

efficient delivery of services. This re-
quires additional funds for Harmo-
nisation staff salaries and allowance
and provide equipments and tools.

Sustainability of the new institu-
tions: Water Services Boards (WSBs)
which were established as part of re-
forms within the sector were expect-
ed to be self sustaining after the first
5 years. This has not happened: the
Government continues to support
some WSBs in critical areas such as
payment of electricity, purchase of
chemicals and staff salaries. A con-
tributory factor to the Boards’ lack
of sustainability is their low appro-
priation-in-aid (A-i-A) collection, it-
self the result of poor cost recovery
from communities unable to pay for
water services.

Operations of Water Service Pro-
viders (WSPs): WSPs are appointed
by the WSBs and the quality of their
services reflects on the perform-
ance of the water sector as a whole
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as they provide the end product in
the water sector. In order to pro-
vide efficient services, WSPs re-
quire to have their water supplies
infrastructure rehabilitated, signal-
ing the need for sustained funding
and sound financial management,
two aspects in which WSPs display
weaknesses.

Persistent droughts and other natu-
ral disasters: The country’s weather
is cyclic with adverse climate chang-
es causing droughts and floods that
affect the lives of the people togeth-
er with their livestock. Policies and
measures need to be developed to
provide early warning systems and
mitigation measures to prevent
the perennial loss of life and liveli-
hoods.

National irrigation policy and ir-
rigation reforms: Neither the pol-
icy nor the guidelines on Irrigation
Water Users Associations (IWUAs)
have been developed. Coupled with
inadequate infrastructure develop-
ment for irrigation and drainage in-
cluding water storage facilities, this
implies poor irrigation and drain-
age support services (access roads,
cooling centres, markets, market
information, research, extension,
training, credit etc) leading to high
production costs and slow irrigation
and drainage expansion.

Management of water resources:
Many of the water catchment areas
have been degraded thus affecting
the quality and adequacy of water
resources. Uncoordinated and over
abstraction of water due to poor en-
forcement of water allocations has
also affected the management of
water resources. This has brought
about intense competition and wa-
ter-use conflicts amongst groups of
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10.

water user communities, irrigation
users and other users.

Water scarcity: Renewable fresh
water per capita stands at 647 cu-
bic meters and is projected to fall to
235 cubic meters by 2025 if supply
does not keep up with population
increase. There are also regional
imbalances in water availability and
utilisation that must be addressed.
Highland areas, the Coast and the
Lake Region have better water ac-
cess than the ASAL districts. The
state of existing water supply sys-
tem will be upgraded to address the
high unaccounted for water (cur-
rently estimated at 50%) and im-
prove customer satisfaction espe-
cially in urban areas. The distances
to the nearest water points pose a
challenge particularly to women
and girls who bear the responsibil-
ity of fetching water. Much time is
spent fetching water hence com-
promising the girls’ education and
time for other productive activities
for the women.

Water quality: The quality of water
has deteriorated overtime due toin-
creased commercial farming activi-
ties, rapid industrialisation and lax-
ity in law enforcement among other
factors. In many instances, effluents
and chemical waste from various
sources are discharged directly into
water bodies.

Monitoring of resources manage-
ment: Currently, water resource
monitoring covers only 30% of the
total estimated available supply.
This constrains effective water re-
source planning and management.
In the plan period, relevant capac-
ity for monitoring trends in water
flows and abstraction will be given
priority.




11. Expenditure - related challenges: 2. Inventory and Mapping of Mineral
Slow cash flows; budget cuts (es- Resources;
pecially at the point of budget revi- 3. Lake Victoria Environmental Man-
sion), slow disbursement of donor agement;
funds; and resource shifts (resulting ’
from unpredictable weather condi- 4. Environmental co-ordination;
T.'lon.s) i the fact.ors W'h"?h 5. Water catchment area conservation,
impinge on public spending within control and protection;

the sector.

6. Mineral exploration and mining;

: 7. Provision of meteorological services
5.4 Environment and Natural and training:

Resources Sector
8. Co-ordination of Climate Change af-

The policies, strategic objectives and inter- fairs;

ventions pursued and implemented with- 9. Protection and regulation of marine
in the context of Kenya Vision 2030 and its ecosystems;

First Medium Term Plan (2008 — 2012) were

to be realised through the Ministry’s pro- 10. Natural resources information man-
posed strategic interventions that include: agement policy.

1. Development of Environment, Min-
ing and Mineral Policies, laws and
regulations;

Table 17. Summary of Vision 2030 and Medium Term Plan (2008-2012) Overall Objectives and Targets

Overall Objective: To conserve strategic natural resources in a
sustainable manner without compromising economic growth
Objectives Target
e ESD policy for-
mulated and
e To raise awareness of educa- curricula at all
tion awareness at all levels levels reviewed
to address ESD
concerns
¢ Todevelop techniques for the ¢ Manage-
management and control of al- ment and con-
ien and invasive species trol strategy
. e Afriendlyand
¢ To protect and sustainably manage . y
: o sustainably
the environment through rehabilita-
. . . . managed en-
tion of disused mines and quarries .
vironment
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Overall Objective: To conserve strategic natural resources in a
sustainable manner without compromising economic growth

¢ To prepare physical development
plans to map and secure the wild-
life corridors and migratory routes
to minimize human-wildlife conflict

e Reduce hu-
man and wild-
life conflict

Overall Objective: Enhance Management of Pollution and Waste

¢ Tocommercialize waste manage- ¢ Reduce effects
ment and implement National Health of Solid Waste
Care Waste Management Strategy in the city

¢ Develop pollu-

tion inventory
¢ Toconduct a GIS mapping to devel-

op a pollution source inventory * Improve knowl-

edge on pollu-
tion sources

e Clean Nairobi riv-
er and establish
waterfront busi-
nesses and rec-

¢ Tocreate aclean and se- reation activities
cure environment * Replicate river

basin cleaning

exercises in Kis-
umu, Momba-

sa and Nakuru

Overall Objective: Map of ASAL and high risk disaster Zones

e National Geo-
hazard and Seis-
mological Net-
work in place

e To prepare national and regional geo-
hazard zone-maps to mitigate and
monitor geo-hazard occurrences

Overall Objective: To promote environ-
mental planning and governance

¢ Develop ca-

pacity on en-
¢ To build relevant capacity to ad- vironmental
dress environmental issues informationman-
agement and
CDM schemes

¢ To build capacity for enforcing vari-
ous regulations and standards,
training on legal aspects of envi-
ronment, awareness, prosecu-
tions to enhance compliance

¢ Enhance levels
of enforcement
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5.4.1 Environment and Natural
Resources Flagship
Projects for the
First MTP

The water and natural resources sector was
expected to implement the following flag-
ship projects:

1. Rehabilitation of Water Towers and
management of catchment areas
(Mau, Cherengany, Mt, Elgon, Aber-
dare and Mt. Kenya);

2. Secure wildlife corridors and migra-
tory routes;

3. Solid wastes management system
developed in five municipalities;

4. Solid Waste Management System
established for Nairobi;

5. Establishment of three
change data bases;

climate

6. Five adaptation programmes on Cli-
mate Change and Desertification pi-
loted;

Land Cover/Land use Mapping;
8. Disaster preparedness;

9. Environmental education and

awareness,;

10. Rehabilitation, and restoration of

Nairobi Rivers’ basin;

11. Management and control of alien

and invasive species;

12. National and regional geo-hazards

zone maps;
13.
14.

Clean Development Mechanism;

Enforcement of environmental leg-
islation;

15;
16.

Disused mines and quarries;

Proportion of Marine areas protect-
ed;

17.
18.
19;

Geological Mapping;
Exploration & mining;

Weather modification programme
and Modernisation of meteorologi-
cal services.

5.4.2 Achievements and Progress

made in Environment and
Natural
Resources Sector

The followingis a summary of achievements
and the progress made so farin the sector.

a. Weather Modification and
Modernisation of Meteoro
logical Services

The project objective is to improve the is-
suance of timely and accurate weather and
climate forecasts and warnings; automa-
tion of observing, transmitting, processing
and archiving systems meant to replace old,
obsolete and antiquated manual systems
in line with global trends. This will also en-
hance weather/ climate modelling capabil-
ities to facilitate detection of weather and
climate anomalies well in advance.

Under the Modernisation programme, the
Ministry’s Department of Meteorology has
installed at least 24 Automatic Weather Sta-
tions (AWS), 10 Automatic Hydromet sta-
tions, 2 Airport Weather Observing Systems
(AWO0S), 4 tidal gauges with meteorological
sensors along Kenya’s coastline for Tsunami
Early Warning systems (TEWS), MeteoFac-
tory for generation of Sector Specific prod-
ucts, Automatic Message Switching Sys-
tems (AMSS) at headquarters with a back
up located at Moi International Airport, (1)
Global Atmosphere Watch (GAW) station
for background pollution and atmospher-
ic chemical composition monitoring, four
(4) lightening detectors, three (3) Satellite
Ground Receiving stations and GPRS/EDGE
& VSAT communication systems.
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b. National and Regional Geo-
Hazards Zone Maps

Under National and regional geo-hazards
zone maps six (6) geo-hazard areas were
mapped, and one broad band seismologi-
cal equipment was located in Voi. A further
two sets of the same equipment has al-
ready been purchased with the help of do-
nors and are only awaiting installation.

c. Rehabilitation of Disused Mines
and Quarries

The activities of this flagship have not been
implemented as they are tied to the enact-
ment of the proposed new Minerals and
Mining law that was submitted to the Attor-
ney General’s Office.

d. Geological Mapping

Geological reconnaissance mapping for
Garissa Area, Degree Sheet No. 46 was car-
ried out.

e. Exploration and Mining

Overall, there was an increase in produc-
tion and export of minerals during the year
under review. There was also an increase
in applications for mining concessions, and
in the number of investments in the min-
ing industry with four (4) new entrants. The
mineral database was increased in size from
two (2) Gigabytes to four (4) Gigabytes. The
mining sector continued to play an impor-
tant role in employment for the rural popu-
lation. However, due to the global econom-
ic meltdown and the post-election crisis, a
good number of mining companies scaled
down their operations, thus impacting neg-
atively on employment creation. Progress
was also made towards Operationalisation
of the proposed fiscal and legislative frame-
work, whose aim is to reduce the discretion-
ary power of the licensing authorities, thus
providing greater security of tenure for in-
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vestors, therefore attracting greater invest-
ments in the mining sub-sector.

f) Livestock/Wildlife Surveys

Aerial census surveys on wildlife and live-
stock was conducted with the aim of pro-
viding information to facilitate informed de-
cision making for sustainable management
environment and natural resources.

During the period under review, the Minis-
try completed the following surveys:

1. Greater Narok District (including
Transmara District);

2. Special survey in Magadi & Ambose-
li areas in collaboration with African
Conservation Centre (ACC);

3. Greater Marsabit District; Laikipia
District.

g) Nairobi Rivers Basin
Rehabilitation and Restoration
Project

The objective of the NRBP is to rehabilitate,
restore and manage the Nairobi River eco-
system in order to provide improved liveli-
hoods, especially for the poor, enhanced
biodiversity, and a sustainable supply of wa-
ter for domestic and industrial, recreational
and emergency uses.

h) Carry Out a Baseline Surveys
and Delineation of Riparian
Reserves

Mapping of structures along the Nairobi
River and its tributaries was performed us-
ing satellite imagery by the DRSRS in the first
guarter of the financial year under review.
The results revealed over 17,000 structures
(mainly residential) at 100m buffer zone
along the rivers. The census done at 50m
buffer and 30m buffer revealed over 7,000
structures and over 4,000 structures re-
spectively.



i) Rehabilitation of Water Towers
and Management of Catchment
Areas (Mau, Cherengany, Mt.
Elgon, Aberdare and Mt. Kenya)

A study to find out the effect of human
degradation on the Mau Forest Complex
was conducted. The results indicate that
34,104 ha of South west Mau and 13,648
ha of Maasai Mau forest blocks have been
encroached. In south west Mau, communi-
ties have settled deep in the forest where
cultivation and cattle rearing commonly oc-
cur. Such activities are associated with fires
used for slash and burn cultivation. The
combined effects of forest excisions and en-
croachment have reduced the forest cover
by 64% and 62% in the Eastern and south
western Mau forest blocks respectively.

The five blocks studied have contributed a
23% reduction in the total forest cover in
the Mau Forest Complex. While there was
a slight reduction in the overall area en-
croached in 2009, Maasai Mau forest block
indicated an increase of about 1,500 ha.
Forest fires claimed about 3,333 ha of for-
est cover in March 2009 mainly concen-
trated in the East Mau and south West Mau
blocks. Normalized Differential Vegetation
Index (NDVI) values showed an overall de-
cline in the forest health. The results show
that human encroachment has affected the
roles of the Mau Forest Complex. The study
proposes that the excisions be revoked and
communities living in the forest evicted.

There is need for further monitoring of the
forest to identify its ability for self-recovery
and this recovery should be supplemented
with enrichment planting in highly degrad-
ed sites.

5.4.3 Land Cover/Land Use
Mapping

Under this activity, number of interventions
have been realised as follows:

a) Land Use/Cover of Upper

Nzoia River Basin

Effective planning at the district level re-
quires availability of timely, cost effective
and accurate information on the status of
resources. To achieve this, the Ministry has
been carrying out land cover/use invento-
ries in various districts in the country using
remote sensing techniques.

In 2008/09 a study was done in three Dis-
tricts: West Pokot, Trans Nzoia and Ua-
sin Gishu The three districts’ aerial photo-
graphs were analyzed and field checks were
carried out. Tabulation and statistical analy-
sis of the results have been done.

b) Urban Land Use Mapping of
Eldoret Municipality

Eldoret town land cover mapping was also
done during the year. The results revealed
that physical planning was at 100%, land use
at 70%, settlement at 50% and infrastruc-
tures at 20%. The project was not complet-
ed since the municipality boundary intend-
ed to be covered, has instead expanded.

c) Crop Forecast for Food Security

Crop forecasts for food security were car-
ried out to forecast harvests of maize and
wheat since 1984. This information is col-
lected using remote sensing techniques and
gives details of estimates of areas planted
with maize and wheat as well as yields, pro-
duction and consumption trends. The pro-
gramme aims at providing timely pre-har-
vest production for early warning for food
security planning and management.

In 2008, maize was forecasted to be about
29 Million bags (90kg) from an area of about
1.25 million hectares. It was noted that
there has been a reduction of maize yields
in Western Kenya and North Rift attributed
to post-election violence and high prices of
fertilizers during the year. However, wheat
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harvest increased especially in Uasin-Gishu.
Following this forecast, the Ministry advised
the government to import 6 Million bags of
maize to substitute the crop production def-
icit

d) Forest Fragmentation in Mangea
Hills Forests and Brachystegia
Woodlands

A study was conducted in Kilifi District of
South East Kenya Mangea forest which is
under trust land and managed by the coun-
ty council. It is one of the remnants of the
coastal forests of East Africa, and is known
for its endemism and biodiversity. It is also
a major catchment area for the semi-arid
region and a source of various forest prod-
ucts e.g. herbs, thatching material, building
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poles etc. The forest is threatened through
clearing for cultivation, charcoal burning
and selective harvesting of hard wood and
other species for various purposes.

e) Monitoring of Ecological
Changes in Baringo and Nakuru
Districts

The project aimed at monitoring the eco-
logical changes within different eco-zones
in the country by documenting changes in
various biological and physical parameters.
Some of the parameters considered include
land use, settlements, degradation aspects
(erosion, overgrazing), and human popula-
tion changes. The project was finalised and
areport is under preparation.




Table 18: Summary Matrix Showing Output and Outcome achievements for Environment and Natural

Resources Sector for the Period 2008/2009
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5.4.4 Challenges in the
Environment and Natural
Resources Sector

The main challenges and constraints which
inhibited effective and efficientimplementa-
tion of programmes, projects and activities
planned during the review period included
the lack of a national policy on Mineral Re-
sources and Mining, and lack of a Nation-
al Land Use Policy so as to regulate wealth
sharing with local communities. Land deg-
radation and pollution were the other chal-
lenges faced in the sub-sector. The Ministry
was also constrained by inadequate institu-
tional capacities, like inadequate or lack of
specialised equipment for technical depart-
ments beside human resource. Key example
include lack of Aircraft and spectrometer
used in surveys and Doppler Weather Sur-
veillance System used to monitor weatherto
provide necessary information to facilitate
decision making and planting for national
development. In addition, the ministry was
faced with challenges and constraints main-
ly in form of financial and institutional ca-
pacities. These included human resources,
equipment and facilities and inadequate
policies and legal frameworks.

5.4.5 Lessons Learnt and Recom
mendations for Way Forward

A number of lessons have been learnt in the
sector. These include the importance of net-
working, collaboration, and team work by
relevant organisations and stakeholders at
all levels of planning and in the implemen-
tation of flagship projects. This is crucial to-
wards prudent management of the environ-
ment and natural resources for sustainable
socio-economic development.

One of the key achievements under policies,
legal and institutional reforms include the
review of the Mining Act Cap (306) of 1940
and draft Mining Policy that were submitted
to the Attorney General’s Office, the devel-
opment of a draft Natural Resources and In-
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formation Management Policy, and the es-
tablishment of Environment Directorate.

As a way forward, the Ministry therefore re-
alised that to be more effective and efficient
there is need to:

1. Enhance networking, collaboration,
teamwork and synergies within the
Ministry, government departments
and stakeholders;

2. Enhance strategic planning and pru-
dent management of the limited re-
sources;

3. Hasten the review and development
of the institutional and legal frame-
work;

4. Enforcing compliance to environ-
mental standards, guidelines and
regulations;

5. Initiating and sustaining strategic
partnerships;

6. Capacity building and institutional
strengthening;

7. Population, Housing and Urbanisa-
tion.

5.5 Population Matters under
Kenya Vision 2030

High population growth, rapid rural ur-
ban migration, skyrocketing costs of hous-
ing construction materials and high costs of
housing finance and their implications on
socio-economic development have been
of concern and a challenge to the Govern-
ment since independence. The adoption of
the first Population Policy, the Housing Poli-
cy and other urban policies soon after inde-
pendence by the Government was recogni-
tion of policies as important tools to commit
resources to meet the needs of the popula-
tion, and address the resultant challenges
faced in social, economic and political cy-
cles. The development of Vision 2030 has
therefore constitute an important frame-




work for the Government’s commitment to
improve the welfare of her people especial-
ly in the urban areas where planning for the
high population on scarce land amidst high
costs of housing is a big challenge.

The first census was carried out in Kenya
in 1948 and gave an estimated population
of 5.4 million while the last census was un-
dertaken in 1999 giving an estimated pop-
ulation of 28.7 million. The population is
currently estimated to be 38.3 million and
is projected to increase to 42.4 million in
2012. Likewise, the population density has
increased from 19 to 49 people per square
kilometre in 1969 and 1999. Population
projections indicate that Kenya’s popula-
tion will remain youthful between 2008-
2012. The segment of the population aged
15 to 24 years old increased from 4 million
in 1989 to 6 million in 1999 and is projected
to increase to 8 million by 2012.

During the MTP period (2008 — 2012), the
government intends to make a more con-
certed effort in addressing the Nation’s
Population issues by reviewing the current
Population Policy for Sustainable Devel-
opment (Sessional Paper No. 1 of 2000)
which was developed in the mid 90’s and
expire in 2010. The review aims to align
the Population policy, strategies and pro-
grammes around the MDGs and Kenya Vi-
sion 2030 goals and incorporate emerging
issues such as aging population and also
succeed the current policy which is due to
end in 2010. A plan of action to implement
the revised policy will also be developed.
New policies may have to be developed to
address immerging issues related to popu-
lation and development.

5.5.1 MTP Targets for Internal
Migration and Urbanisation
Sector

Internal migration is also a major compo-
nent of population dynamics that redis-
tributes population. The population resid-

ing in urban areas is estimated to reach 60
percent of the total population by the year
2030. The urbanisation process in the coun-
try has also been lopsided, with the City of
Nairobi having a population of 2,143,020,
about four times bigger than the next larg-
est urban centre (Mombasa) with a popu-
lation of 660, 080. (KNBS, Local Authori-
ty Urban population, 2006). The net effect
of rapid urbanisation is continued deterio-
ration in maintenance of both the current
services and the environment.

Most of these urban centres have grown or-
ganically without any physical development
plans to guide their growth. Only 30 per-
cent of Kenya’s urban towns are planned, of
the total 175 local authorities in the coun-
try, only Nairobi, Mombasa, Kisumu and El-
doret have planning units within their es-
tablishments. Urban areas are therefore
grappling with the proliferation of informal
settlements, poor living conditions, traffic
congestions, pollution and inefficient and
costly transport systems. Therefore em-
phasis on urban planning and management
cannot be overemphasised.

Key to urbanisation process is the question
of land. In Kenya land is an emotive issue
and most of the issues on land or urban land
involve choices between competing claims
and interests in various sectors. For this rea-
son, actions on land tend to influence and
affect other sectors. The country currently
lacks a broad national spatial framework to
guide decisions on land use. A concern with
land, its use and physical development must
remain central to the planning. This calls for
the preparation of a national land use plan
to guide not only the urbanisation process
but also the pattern and use of land in the
country. To achieve high quality life as en-
visaged in Vision 2030, access to basic serv-
ices such as security, water, sanitation and
transportation networks to the urban pop-
ulation, is priority. Recognising the long-
term needs and the implications of the cur-
rent situation of limited access to services,
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the challenge is development of strategies
that promote sustainable urban develop-
ment and transforming the urban centres
into 24-hour economies.

The Kenya Vision 2030 therefore provides a
framework to guide the integrated region-
al and urban planning and management of
Kenya. During the 2008-2012 implementa-
tion period the government has set to:

1. Develop an urban development pol-
icy to guide urban developments
countrywide.

2. Develop a Markets development
policy.

3. Develop strategic development,
physical and investment plans for all
urban areas.

4. Enhance institutional urban and re-
gional planning capacity.

5. Implement decentralised devolved
structures.

6. Improve financial management of
local authorities.

7. Institutionalise participatory plan-
ning and development.

8. Establish waste management sys-
tems in selected Local Authorities.

9. Develop a National Land use plan.

10. Recovery strategies for Kisumu, Keri-
cho, Eldoret, Nakuru and Naivasha.

5.6 The Housing Sector

Housing development is a major concern
in The Kenya Vision 2030 and its strategic
thrust is to facilitate the development and
access of affordable and adequate housing
for all Kenyans. This concern is influenced
by the fact that the improvement in hous-
ing stock is a strategically important social
and economic investment. In addition, well-
planned housing combined with infrastruc-
ture of acceptable standards and affordable
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cost; and essential services affords dignity,
security and privacy to the individual, the
family and the community as a whole. Be-
sides the social function, housing is also an
investment good contributing directly and
indirectly towards employment generation,
raising of incomes, improved health and in-
creased productivity of the country’s labour
force.

Unfortunately, the Kenyan Housing sector
has over the years been struggling to ac-
commodate the housing demands of the
nation’s rising population, especially in the
urban areas. It is estimated that out of a to-
tal 150,000 housing unit required annual-
ly in urban areas, only an estimated 35,000
are produced. Inthe rural areas it is estimat-
ed that there is a need to improve the quali-
ty of over 300,000 housing units every year.

The shortage of housing for low-income
households is particularly acute in urban
areas, with only an estimated 6,000 hous-
ing units (20 percent) produced catering for
the low income residents. Considering that
more than 60 percent of the Kenyan popula-
tion is younger than 25 years. It is clear that
the demand for adequate housing will rise
steadily as those aged 20 and below reach
adulthood and start family life.

The government has therefore committed
itself to increase the urban housing produc-
tion and improve the rural housing units.
The government has steered its develop-
ment strategies towards securing and serv-
icing urban land with physical and social
infrastructure (including the use of public
private partnerships), developing national
construction capacity, enhancing utilisation
of appropriate building materials and low
cost construction technologies, implement-
ing a building materials cost reduction imi-
tative as well as other housing sector initia-
tives and market re-engineering measures.

In order to increase access to housing fi-
nance, the government during the Vision
2030 period, will be pursuing long-term fi-




nance mobilisation initiatives, intent on fa-
cilitating housing and infrastructure bonds
and introducing mortgage-backed securi-
ties as well as develop a secondary mort-
gage market. Various other initiatives have
been targeted to be implemented by 2030
with the aim of bringing down the cost of
housing finance. 200,000 housing units will
also be produced annually through a mix-
ture of initiatives, 20 slums in urban areas
will have physical and social infrastructure
installed, appropriate low cost building ma-
terials

Key reforms in the legislative, institutional
and regulatory framework in the housing
sector are therefore required to attain in-
tegrated regional and urban planning and
management, as well access to adequate
and affordable housing for all Kenyans by
2030. It is for this reason that the govern-
ment has prioritised the finalisation and
enactment of the Housing Bill to provide a
legislative framework for the Housing Poli-
cy which was formulated in 2004. The final-
isation and implementation of the Private
Public Partnership guidelines, draft land
policy, Tenant Landlord Bill and secondary
mortgage facilitative law are all critical dur-
ing the MTP period. In addition, the hous-
ing sector standards and codes, and zoning
regulations will be enforced. Appropriate
institutions will be created to strengthen
the implementation of these policies and
frameworks for Public Private Partnerships
in the Housing sectors will be established.

5.6.1 KV2030 Targets and
Flagship Projects in the
Housing Sector

The following is a summary of the housing
and urbanisation initiatives targeted under
the period:

1. Prepare six Metropolitan Develop-
ment Plans (Nairobi, Mombasa, Kis-
umu-Kakamega;  Nakuru-Eldoret,

Wajir-Garissa-Mandera, Kitui-Mwin-
gi-Meru);

2. Prepare integrated strategic de-
velopment plans in 12 special local
authorities and border towns and
Prepare integrated strategic devel-
opment and investment plans in re-
maining 33 municipalities;

3. Improve livelihoods of 200,000 slum
dwellers under the Kenya Slum Up-
grading Programme;

4, Service 10,000 plots through Private
Public Partnerships;

5. Produce 55,000 units under em-
ployer incentivised programme and
100,000 under urban renewal/re-
development programme;

6. Improve 1 million rural houses;

7. Increase access to finance forlowin-
come households by 30%;

8. Increase access to finance by devel-
opers by 30%;

9. Reduce the housing plans approval
period from more than 180 days to
no more than 90 days;

10. Increase by 50% every year the
number of contractors in various
categories.

Specific MTP Objectives, Targets and Flag-
ship Projects (2008-2012) are as follows:

1. Reduce population growth rate from
2.7 percent in 2007/08 to 2.4 per-
cent by 2011/12.

2. Reduce the proportion of popula-
tion urban population from 3.9 per-
cent in 2007/08 to 3.0 percent by
2012.

3. Achieve integrated regional and ur-
ban planning and management.

4. Increase the annual urban housing
production from 35,000 in 2008 to
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102,500 units and improve 200,000
rural housing units.

In order therefore to achieve these overall
goals, the following Flagship Projects and
initiatives will be implemented during the
2008-2012 period:

1. Prepare and implement strategic
development and investment plans
in six metropolitan regions (Nairobi,
Mombasa, Kisumu-Kakamega; Na-
kuru-Eldoret, Wajir-Garissa-Man-
dera, Kitui-Mwingi-Meru). Similar
plans will also be developed for spe-
cial border towns and all other mu-
nicipalities;

2. Position the City of Nairobi as an all-
round globally competitive city in
business and in tourism, and pro-
vide a high quality of life to all its res-
idents. Turn Nairobi into a 24-hour
business city;

3. Prepare a national land-use plan in
order to facilitate better urban plan-
ning;

4. Install physical and social infrastruc-
ture in slums in 20 urban areas to
formalise slums, permit construc-
tion of permanent houses and at-
tract private investment;

5. Produce 200,000 housing units an-
nually by 2012 through a mixture
of initiatives in order to fill the huge
housing gap in the country (e.g.
build/enhance capacity in local au-
thorities to provide serviced land;
and/or to produce low-cost hous-
ing);

6. Establish housing technology cen-
tres in each constituency to increase
access to decent housing by promot-
ing location-specific building mate-
rials and low-cost housing;
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10.

11.

a2

13

14.

15:
16.

1

5.6.2

Establish a secondary mortgage fi-
nance corporation to increase ac-
cess to housing finance;

Enact the Housing Bill, 2006 to legis-
late for a one-stop housing develop-
ment approvals mechanism to fast-
track approval of housing plans and
reduce the time cost of construc-
tion;

Undertake the 2009 Population and
Housing Census and Socio-Demo-
graphic Surveys to inform Policy and
Programmes;

Prepare an urban development pol-
icy to guide urban developments
countrywide;

Preparation of a markets develop-
ment policy;

Establish waste management sys-
tems in selected Local Authorities;

Prepare Physical Development Plans
for the Resort Cities(lsiolo, Diani &
Kilifi);

Preparation of integrated physical
infrastructure investment plans;
Metropolitan growth strategies;

Strategic physical development
plans;

Recovery strategies for Kisumu, Keri-
cho, Eldoret, Nakuru and Naivasha.

Policy Reforms in the
Housing Sector

In support of the MTP objectives and tar-
gets, the following Policy, Legal and Institu-
tional reforms were earmarked for accom-
plishment by 2012:

1.

Review of the current population
policy.
Review and harmonisation of the ex-

isting legal and institutional frame-
work governing urbanisation.




3. Enactment of the Housing Bill 2006.

4, Enactment of the Landlord and Ten-
ant Bill.

5. Formulation and implementation of
the Urban Development Policy and
National Land .

6. Preparation of a markets develop-
ment policy.

5.6.3 Achievements and
Implementation Progress in
the Housing Sector

The government has remained committed
towards achieving the targets set out in the
Kenya Vision 2030 and its 1st Medium Term
Plan. During the first year of the Vision 2030
the following achievements and progress
were realised:

1. Installation of physical and social
infrastructure in slums in 20 urban
areas to formalise slums, permit
construction of permanent houses
and attract private investment.

The general objective is to improve
the lives and livelihoods of people
living and working in slums, there-
by contributing to the creation of
a better urban environment with
higher productivity, better safety
conditions, and reduction in health
problems.

To date the program has made
progress in provision of infra-
structure within the informal set-
tlements. Progress has also been
made in capacity building for set-
tlement communities and local au-
thorities in the management of var-
ious project components, resource
generation, allocation and good
governance.

The construction of 600 units at
the Kibera, Langata decanting site

has been completed; Construction
of 400 housing units at Mavoko to
cater for the high, middle and low
income groups under sustainable
neighborhood programme is ongo-
ing; physical and social infrastruc-
ture development is also being
done in Kibera, Mombasa, Kisumu
and Kakamega; The Ministry is facil-
itating formation of cooperatives in
slums and informal settlements to
empower communities in these ar-
eas to them access housing.

2. Produce 200,000 housing units
annually by 2012 through a mix-
ture of initiatives in order to fill the
huge housing gap in the country
(e.g. build/enhance capacity in lo-
cal authorities to provide serviced
land; and/or to produce low-cost
housing).

3. Various initiatives have been iden-
tified and are under implementa-
tion, including:

a) Incentives to Boost Housing
Development

A report on incentives that proposes vari-
ous initiatives and housing sector market
re-engineering measures to boost housing
development by private sector was done
and sent to Ministry of Finance for imple-
mentation. Various incentives and meas-
ures are proposed to facilitate the realiza-
tion of affordable and decent housing for all
and they include:

1. Infrastructure Development incen-
tives;

2. Employers and Employees Incen-
tives;

Savings Mobilisation Incentives;

4. Housing Finance Mobilisation Incen-
tives;
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5. Diaspora & Capital Markets Re-
source Mobilisation Measures and
Incentives;

6. Housing Development Process and
Slum Improvement Measures/ In-
centives;

7. The Ministry of Housing has dissem-
inated the existing incentives to var-
ious housing developers and contin-
ues to negotiate with the Treasury
for more incentives.

b) Housing Infrastructure
Development

The Housing Infrastructure Programme was
initiated to address the issue of access to
serviced land and opening up new areas for
housing development. During the 2008/09
period, a water and sewerage project in Ki-
andutu — Thika was completed; a road was
constructed to open up the NHC’s flats in
Lang’ata to other neighbouring areas. Oth-
er infrastructure projects are under imple-
mentation in Mavoko, Athi River, Langas in
Eldoret, Nyeri, Kakamega and Jogoo Road,
Nairobi.

c) National Housing Corporation

NHC has been revamped by the Govern-
ment through capital injection; The Gov-
ernment has allowed NHC to recover debts
owed by local authorities. This will enable
NHC to develop more housing particularly
for the low and middle income categories.

d) Housing Development for Civil
Servants

In line with the Housing Policy, the Govern-
ment as an employer continues to encour-
age employers to facilitate their employees
own housing. The government is imple-
menting this initiative through civil servants
housing scheme through development of
housing for sale and loan facility.
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5.6.4 Development of Government
Funded Housing

Development here include:

a) Ngara Phase Il

Construction of 288, 3 bedroom units,
238, 2 bedroom units, a nursery school
and a commercial centre commenced
on April 2008 and is expected to be
completed in December 2010. The con-
struction of the project is 62% com-
plete.

b) Shauri Moyo

Construction of 280, 1 bedroom units
on Public Private Partnership basis be-
tween government and investor was in-
itiated and works are 42% complete.

¢) Makueni Road, Kileleshwa

Construction of 22, four bedroom apart-
ments is 20% complete.

d) Kilimani Phase Il Project

Construction of 20, four bedroom apart-
ments is 67% complete.

e) Nyeri Road

Construction of 40; four bedroom apart-
ments. The project was earlier awarded
to a contractor; however the contrac-
tor failed to perform and contract ter-
minated in March, 2008. However, the
project is 55% complete.

f) Other Projects

The government has identified sites in
Nairobi i.e. Parkroad, Starehe and Pan-
gani which are proposed to be devel-
oped on Public Private Partnership. The
Ministry is evaluating proposals from




investors. Plans are under way to rede-
velop houses in Ngong, Machakos, Athi
River and Nyeri for civil servants hous-

ing.

g) Housing Loans Schemes

The Civil Servants Housing Scheme in
partnership with Savings & Loans and
Housing Finance is facilitating Civil Serv-
ants to own houses either through pur-
chase of developed houses or construc-
tion. So far loan worth Kshs. 700 million
have been granted.

3. Establish housing technology centres
in each constituency to increase access
to decent housing by promoting loca-
tion-specific building materials and
low-cost housing:

e 8 centres have been established in
the 8 Provinces. The National/Re-
gional Centre is under construction
at Mavoko;

e Thirteen Constituency centres have
been identified in (Malindi, Meru
South, Kipipiri, Mathioya, Kitui Cen-
tral, North Horr, Kanduyi, Keiyo
South, Kuria, Sotik, Sabatia, Macha-
kos and Webuye).

4. Enactthe Housing Bill, 2006 to legislate
for a one-stop housing development
approvals mechanism to fast-track ap-
proval of housing plans and reduce the
time and cost of construction.

e The Housing Bill was forwarded to
the AG for finalisation;

e The AG requested for clarification
on certain issues which have been
responded to.

5.6.5 Other Achievements

The following have also been realised in the
Housing sector.

1. Preparation of a national land-use
plan in order to facilitate better ur-
ban planning: A draft National land
policy has been prepared and ad-
dresses the critical issues of land ad-
ministration, accesstoland, land use
planning, restitution of historical in-
justices, environmental degrada-
tion, conflicts, unplanned prolifera-
tion of informal urban settlements,
outdated legal framework, institu-
tional framework and information
management. It also addresses con-
stitutional issues, such as the emi-
nent domain and the police power
as well as tenure. It recognises the
need for security of tenure for all
Kenyans (all socio-economic groups,
women, pastoral communities, in-
formal settlement residents and
other marginalized groups).

2. 2009 Population and Housing Cen-
susand Socio-DemographicSurveys
to inform Policy and Programmes:
The 2009 Population and Housing
Census (KPHC) was conducted from
the night of 24/25 August, 2009.
The main objective of the census is
to provide bench-mark socio-de-
mographic data at all administrative
and political levels. The information
is useful for measuring and analys-
ing changes in population dynam-
ics to facilitate evidence-based deci-
sion-making, policy formulation and
implementation of the same. In par-
ticular, the 2009 KPHC will provide
information for the implementation
of Vision 2030 and global develop-
ment agenda such as the Millenni-
um Development Goals (MDGs) and
International Conference on Popu-
lation and Development (ICPD).

3. Establishing and strengthening of
partnerships and coalitions to mo-
bilise support for policy and pro-
grammes: The government of Ken-
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ya issued detailed PPP guidelines
which are now being reviewed by
various stakeholders including the
World Bank. A strategic implemen-
tation framework is also being de-
veloped, to create an environment
conducive for investment in public-
private partnerships.

Preparing of Physical Development
Plans for the Resort Cities (Isio-
lo, Diani & Kilifi): A Pre-feasibility
study was completed for the Isiolo
Resort City. The Ministry of Tourism
and Wildlife has been coordinating
an Inter-Ministerial Taskforce whose
terms of reference is to conceptual-
ize the Isiolo resort city project idea
by exploring suitable socio-econom-
ic activities befitting a resort city,
project geographical area and land
acquisitions requirements, infra-
structural and service development
requirements, funding, project insti-
tutional framework and action plan.

The technical team and its secretar-
iat have done a preliminary report
and a cabinet memorandum dat-
ed August, 2007 was presented to
the Cabinet for approval. The Phase
| of the project which runs for five
years will be laying the groundwork
and will involve: Pre-feasibility stud-
ies; Study tours; laying institution-
al framework; drawing investment
plan among others. Other activities
include developing a model design
ofthe proposed city; Comprehensive
Regional Physical Development Plan
for the project area and its hinter-
land; Environmental impact assess-
ment (EIA) for the area; Investors’
conferences; Reports preparation
and publication.

Preparing of Integrated Physical in-
frastructure investment Plans: A
National Integrated Transport Mas-
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ter Plan has been developed and
through it the government of Ken-
ya intends to mobilise private and
public investment in transport infra-
structure and services.

5.6.6 Challenges of the

Implementation in the
Housing Sector

The crucial and common shortcomings in
the housing sector include inadequate hu-
man resource capacity; lack of comprehen-
sive housing sector legislation (legal frame-
work) that limit the Ministry’s effectiveness
in providing leadership for the housing sec-
tor; inadequate public and private partner-
ships in housing due to lack of PPP frame-
work; high cost of building materials among
others; under-collection of rent from gov-
ernment houses leading to low levels of
maintenance of government houses; low
level of government funding to housing
development and slow implementation of
the housing incentives; lack of guidelines to
Harmonise leasing of government offices
and residential accommodation leading to
payment for unused and under-used space.

5.6.7 Lessons Leant and the Way
Forward for the Housing
Sector

Lessons learnt from good policies can guide
national and local governments with lim-
ited resources when they wish to focus on
strategic priorities and make best use of the
opportunities offered by the urban econo-
my. The following are the key lessons learnt
during the first year of the MTPs implemen-
tation:

1. Development of Legislation on Pub-
lic Private Participation (PPP) needs
to be fast tracked to enhance private
sector participation in the housing
sub sector.




2. There is need to implement pro-
posed incentives to attract private
sector participation in housing de-
velopment.

3. Utilisation of term contractors for
both minor and major refurbish-
ment and maintenance works for
government houses and buildings
as well as cleaning and garbage col-
lection in estates is more efficient,
leads to job creation and minimiz-
es challenges faced on shortage of
technical personnel and transport.

4. To address the wide gap between
demand and supply of houses, there
is need to identify additional land
for development of houses for sale
to civil servants and encourage PPPs
in development of houses.

5. Involvement of all key actors in Slum
upgrading and spelling out clear re-
sponsibilities to avoid conflicts and
duplicating of services is necessary.

6. Finalisation of Landlord and Tenant
Bill and the Housing Bill will provide
the required legislative framework
for effective implementation of the
housing policy and strategies.

5.7 Overview of Gender,
Vulnerable Groups and the
Youth

The Medium Term Goal for Gender, Vulner-
able Groups and Youth is “Gender Equity in
power resource distribution, improved live-
lihoods for vulnerable groups and a respon-
sible, globally competitive and prosperous
youth”. The MTP identified specific mecha-
nisms to address the concerns of these tar-
geted groups through specific programmes
and projects. These are aimed at alleviating
their conditions, improving their socio-eco-
nomic status and thus enhancing their con-
tribution towards meeting the aspirations

of the Vision 2030. A number of policies, le-
gal and institutional reforms were also en-
visaged.

The Government has over the years rec-
ognised the importance of mainstreaming
gender in the development process aimed
at promoting gender equity and has for-
mulated and implemented various pro-
grammes and policies towards this end.
The National Policy for Gender and Devel-
opment (2003) and Sessional Paper No.2
of 2006 on Gender Equality and Develop-
ment provide the framework for main-
streaming gender in a coordinated manner
in all spheres of the country’s social, politi-
cal and economic agenda as well as related
policy, institutional and legal reforms. They
provide a basis for the Government to un-
derscore its commitment to gender equity
and empowerment of women. In addition,
they recognise that gender is both central
and cross cutting and therefore programme
strategies should incorporate gender equal-
ity as a goal. A plan of Action (2008-2012)
draws from both the National Policy of gen-
der and development and Sessional Paper
No. 2 of 2006 to facilitate the mainstream-
ing of gender concerns in all areas of the de-
velopment process and to provide a basis
for stakeholders to initiate programmes to
promote gender equity in the country.

The Government has also ratified various
international and regional instruments and
commitments that advocate for deliberate
interventions by Governments to promote
gender equity and Women Empowerment.
These include the Beijing Declaration and
Platform for Action, Convention on Elimi-
nation of all forms of Discrimination against
Women (CEDAW), Convention on the Rights
of the Child (CRC), Millennium Develop-
ment Goals among others.

The MTP identified the need to address
gender concerns in order for the country to
attain sustainable development. It recog-
nised that gender disparities in Kenya must
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be addressed with the objective of ensuring
equity between men and women in access
to social, economic and political opportuni-
ties. This is in line with Millennium Devel-
opment Goal No. 3 on Gender equality and
Women’s empowerment.

The MTP articulates the Government’s
commitment to continued mainstreaming
of gender into government policies, plans,
budgets and programmes as an approach
geared towards achieving gender equity in
all aspects of society and as a means of re-
alizing the aspirations of Vision 2030 goals.
Further the Government aims at increas-
ing the participation of women through
the affirmative action policy of at least 30
percent representation in all economic, so-
cial and political decision making processes
and platforms as well as through econom-
ic empowerment; enhancing dissemina-
tion of gender disaggregated data and pro-
viding equal access to financial services. In
addition, more campaigns to eliminate ret-
rogressive cultural practices such as female
genital mutilation and early marriages are
included.

5.7.1 MTP Targets for Gender
Equity

The MTP set very specific targets aimed at
addressing gender mainstreaming and em-
powerment of women as follows:

Flagship Targets

1. Gender Mainstreaming: A gov-
ernment policies, plans and pro-
grammes to ensure that the needs
and interests of each gender (i.e.
women and men, girls and boys) are
addressed. Further, the operational-
isation and strengthening of gender
desks in all ministries and state cor-
porations to aid the gender main-
streaming process.
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2. GenderDisaggregated Data: Contin-
uous collecting and analysing gen-
der disaggregated data to form the
basis of developing gender sensitive
policies, plans and programmes.

3. Affirmative Action Policy: To In-
crease Women Representation by
ensuring that women have at least
30% representation in recruitment,
promotion and appointment at all
decision making levels,

4. Women Enterprise Fund: To provide
Kenyan women with access to alter-
native financial services and entre-
preneurial training. This initiative is
aimed at reducing poverty through
the economic empowerment of
women by providing alternative fi-
nancial service at very reasonable
interest rates without the require-
ment of cumbersome sureties and
other bureaucratic processes.

5.7.2 Other Gender Targets

Other gender targets were specified to in-
clude the following:

1. Promotion of campaigns to elimi-
nate retrogressive traditional and
cultural practices such as FGM and
early marriages;

2. Doubling the number of births at-
tended to by skilled health person-
nel;

3. Reducing the rate of high risk sex
through increased access to safe
methods;

4. Using of the decentralised funds to
provide social amenities at close
proximity in order to reduce the
amount of time taken by people to
access services;

5. Putting in place an efficient legal
system to help protect the rights of
the people in order to reduce gen-




5.7.3

der-based violence and any human
rights violations;

Policy, legal and institutional re-
forms included in the MTP to aide
gender mainstreaming and the em-
powerment of women include;

Implementing a national policy on
FGM to provide guidelines to the
stakeholders involved in FGM pro-
gramming and to safeguard the
rights of girls/women regarding the
practice.

Achievements and
Implementation Progress for
Gender

Several achievements were made in ad-
dressing gender concerns during the First
year of implementing the MTP. These
achievements include the following:-

1.

Women Enterprise Fund received
additional Kshs 315 million in
2008/2009 financial year — Kshs 682
million (Kshs 513 million and Kshs
167 million was disbursed through
financial intermediaries and Constit-
uency Women Enterprise Scheme
respectively) to 92,000 women en-
trepreneurs; 12,000 women spread
throughout the country through
MFIs and another 80,000 through
Constituency Women Enterprise
Scheme.

Arapid Assessment Survey on Wom-
en Enterprise Fund was undertaken.

215 Gender Officers were trained on
gender mainstreaming.

Analysis of data from line ministries
and Parastatals on compliance level
of 30% presidential directive on af-
firmative action was done and 2 re-
ports produced.

5

5.7.4

A National Policy on Female Geni-
tal Mutilation has been formulat-
ed (Check if final or draft) to pro-
vide guidelines to the stakeholders
involved in FGM programming and
to safeguard the rights of girls and
women regarding the practice. The
Plan of Action on FGM has also been
developed and is being implement-
ed. In addition the District plan of
Action on FGM was implemented (is
this developed or implemented?) in
Tana River and Garissa Districts.

7" Country report on the Interna-
tional Convention on Elimination of
all forms of discrimination against
women (CEDAW) was prepared.

Kenya Gender data Sheet 2008
which provides a general picture
on both gender current positions
across social, economical, political
and health arena among others was
produced.

Drafting of Gender based violence
policy ongoing (Not reported but
based on drafters knowledge).

Implementation Challenges
in the Gender Sector

The following are some of the challenges
faced during the first year of implementa-
tion of the MTP:

1

Glaring gender gaps continue to exist
in access to and control of resourc-
es and socio-economic opportuni-
ties; these includes access to credit
facilities; participation of women in
modern sector employment; gross
under representation of women in
decision making positions within
the civil service; low participation of
women in political leadership posi-
tions (for example currently only 9.6
percent of the Parliamentarians are
women).
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2. A number of UGI’s established in Partner coordination is very impor-
Ministry’s and Parastatals are inef- tant within Ministries as it enables
fective or non functional due to lack Ministries to ensure that efforts of
of adequate capacity and resources. different stakeholders with related

3. Inadequate business skills and man- a(‘fl‘lVIl‘IE? e alignea wnth the,’ M|r'1|s~
agement competencies for women tries o.bjecnves and their priorities.
entrepreneurs to enable them to ef- There.ls a!so Meed o have 3 PP
fectively utilise funds to operate mi- coarginatan mechan|§m wuth. 93_”'
cro-enterprises. ngrs_whq stupport various activities

within Ministries.

% tp:rt;::szvgifdniisssnglnlg\t YNOMENER _Gender respopsive budgeting g(.BRB)

is necessary in order to facilitate

5. Retrogressive cultures and tradi- the prioritizing of gender issues in
tional beliefs such as early marriag- the planning, allocation and imple-
es and FGM that mainly affect wom- mentation of the budget and subse-
en and children negatively continue quently analysing the impact it has
to be rooted in some communities on both genders.

6. Gender based violence that mainly There is need to enhance the capac-
affects women and girls and limits ity of UGI’s and provide them with
their participation in economic, po- sufficient resources to enable them
litical and social activities is preva- facilitate effective mainstreaming
lent. of gender issues in their respective

7. Inadequate staff in comparison to Ministry’s / agencies
the Demand of services Capacity building for women entre-

8. The increase in number of Districts preneurs in business skills and man-
which has not been accompanied agement competencies is critical for
by recruitment of technical staff to effective utilisation of the funds
man the Districts. Awareness creation on the Women

9. Insufficient funding hampered the Enterprise Fund is important to pro-
achievement of some of the activi- vide an opportunity for all women
ties ser in Vision 2030 and MTP. De- country wide to access and benefit
velopment exchequer release has from the fund.
been unpredictable and in most cas- Development and dissemination of
es below the printed estimates thus the National Policy and its plan of
slowing down the implementation action on the Abandonment of FGM
of development projects or result- is necessary.

Gl Recruitment of adequate staff (par-
ticularly technical cadres) for effec-
5.7.6 Lessons Learnt and the tive and efficient service delivery.

Way Forward in Addressing
Gender Issues

The following are some of lessons learnt, in-

Enhanced budgetary allocations in
order to accelerate the realization
of the envisaged aspirations.

cluding proposal for the way forward.
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5.7.6 The Vulnerable Groups

It is estimated that vulnerable persons
in Kenya are about 40 percent of the to-
tal population. These groups have diverse
problems and are faced by multiple chal-
lenges in their daily lives including high lev-
els of poverty, stigmatisation and various
forms of deprivation. Vulnerable groups
in Kenya include Orphans and Vulnerable
Children (OVC), Persons with Disabilities
(PWDs), People Living with HIV and AIDs
(PLWHAS), the aged persons, offenders and
ex-offenders, widows, widowers, internal-
ly and externally displaced persons, mar-
ginalized persons and pastoralists living in
the Arid and Semi Arid Lands (ASAL), among
others.

Over the years the Government has taken
some deliberate steps to address the plight
of vulnerable groups. For example the Dis-
ability Act 2003 was enacted with the aim
of restoring citizenship and humanity. It
provides a framework of fighting stigma,
guarantees rights to employment with-
out discrimination, rehabilitation, barrier-
free environment, sport and recreation to
achieve equalization of opportunitiesand to
enforce rights and privileges of PWDs who
are estimated at approximately 3.7 million.
The Government since 2004 has also been
implementing a cash transfer Programme
targeting Orphans and Vulnerable Children.
The programme ensures that destitute chil-
dren receive some cash each month to feed
and clothe them and go to school. Kenya
also operates several social protection in-
terventions. These are broadly categorised
into state social safety nets, and community
and family safety nets. The state social safe-
ty nets are provided through core pover-
ty programmes, constituency funds, direct
cash transfers in form of social assistance
and social insurance, and in-kind transfers
among others. The social assistance and so-
cial insurance operated include the prov-
ident fund and old age pension under the
NSSF, occupational pension schemes oper-

ated by both public and private sector em-
ployers, and the health insurance scheme
managed under the NHIF. The coverage of
these schemes are mainly limited to formal
sector employees, thereby exposing the
growing majority of informal sector work-
ers and entrepreneurs, unpaid family work-
ers and the unemployed to great levels of
vulnerability and destitution. Kenya is also
a signatory to various instruments aimed at
protecting the rights of different categories
of vulnerable groups; these include the Con-
vention on the Rights of the Child (CRC) and
Convention on the Elimination of All Forms
of Discrimination Against Women (CEDAW)
among others

The MTP recognises the need to take de-
liberate efforts to reduce vulnerabilities for
all the vulnerable target groups through for
example reducing poverty levels across the
board, prohibit retrogressive cultural prac-
tices and social ills as well as improve access
to essential services. In order to deal with
challenges facing the group, legislations,
policies and programmes to enhance their
empowerment are included in the MTP. The
MTP also articulates the Government com-
mitment to ensuring that the country up-
holds the basic rights of children in line with
internationally recognised standards.

5.7.7 MTP Targets for Vulnerable
Groups '

The MTP identified flagship and other tar-
gets for vulnerable groups are as follows:

Flagship Projects

1. Establishment of Consolidated So-
cial Protection Fund: for purpos-
es of dispensing cash transfers to
Orphans and Vulnerable Children
(OVCs) and support to the elderly
and other persons facing vulnerabil-
ities.
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implementation of the Disability
Fund: To provide credit facilities to
empower the persons with disabili-
ties in their business as well as pro-
vision of equipment and facilities.

Representation of PWDs in deci-
sion making processes at all levels:
To ensure that issues that directly
affect the PWDs are adequately ad-
dressed in policies and legal frame-
works, programmes and projects.

Other Programmes

Developing an Integrated Data
Management System for Vulner-
able Groups: To guide stakehold-
ers and development partners in
addressing concerns of vulnerable
groups. This information will help to
improve their conditions and enable
them to get equitable opportunities
to participate in socio-economic ac-
tivities. In addition, the system is im-
portant for informing policy devel-
opment and targeted interventions
for vulnerable groups.

Implementing HIV and AIDS pro-
gram: aimed at reducing the high
risk sex through increased access to
safe sex methods and provision of
counselling services.

Empowering children through im-
proved Child Rehabilitation Pro-
gramme: To safeguard the rights
and welfare of children and empow-
er children.

Strengthening child protection pro-
grammessuch asenhancingalterna-
tive family care services (adoption,
foster care and guardianship); and
eliminating child labour, discrimi-
nation and malpractices as well as
other retrogressive practices caus-
ing vulnerabilities among the target
groups.

140 | The First Annual Progress Report

Increasing the level of publicaware-
ness on the needs, aspiration and
capacities of vulnerable groups.

Establishing the National Drought
Contingency fund.

Establishing the Hunger Safety Nets
programme.

Improving and expanding existing
prison penal institutions for youth-
ful offenders, aged and other vul-
nerable groups.

Restructuring pension schemes to
increase savings for the old in order
to reduce their dependency.

In addition there were policy, legal and insti-
tutional reforms that were envisaged in the
MTP for the vulnerable groups, including:

: 18
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The developing of and implementa-
tion of the national policy on Chil-
dren’s rights;

Developing a national policy on the
ageing and the elderly: to facilitate
mainstreaming issues and concerns
of older persons in national devel-
opment as well as facilitating old-
er persons to exploit their potential
fully.

Achievements and
Implementation Progress of
Policies for the

Vulnerable Groups

The following are some of the develop-
ments realised so far:

I

The Government scaled up the al-
location to the Cash Transfer Pro-
gramme from the seed money al-
located in 2005/2006 to Kshs 577
million in 2008/09 financial year.
It is estimated that by 2012, a total
of 130,000 households will have re-
ceived support through the Fund. As
at June 2008, 8280 households had




been supported and it is project-
ed that by 2012, a total of 150,000
households will have received sup-
port.

A Social Protection Policy which is to
give guidelines on the management
of the Consolidated Social Protec-
tion Fund (flagship project for Vision
2030) was developed and Social
Protection Strategy has been final-
ised the preparation of the two was
spearheaded by a multi-stakeholder
National Steering Committee.

Community Development Policy
which is to establish an integrated
approach to community develop-
ment activities by various players
has been developed has been initi-
ated.

On social Protection initiative, 300
clients (PWDs, Elderly and terminal-
ly ill) have been identified and sup-
ported with grants.

International Day for Older per-
sons and PWDs were celebrated on
1% October 2008 and 3™ December
2008 respectively to create aware-
ness on Social Development issues.

Rapid Assessment of Nyando Cash
Transfer Projects was carried out.

National Policy on Ageing and older
persons which will facilitate main-
streaming issues and concerns of
ageing and Older persons in nation-
al development as well as facilitate
them to exploit their potential fully
has been developed

Through support to community initi-
atives for poverty alleviation, 1,154
Self Help Groups were supported
with grants.

Cash Transfer funds disbursed to
31,315 households through Or-

10.
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phans and Vulnerable Children’s
programmes in 40 Districts.

74.081 cases involving children
were reported and handled by Dis-
trict Children Offices.

Draft National Policy on Children
Rights has been developed. Cabi-
net memorandum on the policy and
draft children bill was also devel-
oped. In addition a draft National
Plan of Action on Children has also
been developed.

600 inspection /supervision of char-
itable institutions was done.

An analysis of the Cash Transfer —
Orphans and Vulnerable Children
Beneficiaries in terms of establish-
ing whether the funds go to the in-
tended purposes and how the funds
have improved levels of OVC growth
and development (before and af-
ter receiving the funds) was carried
out.

Brochures on Adoption, Charitable
Children Institutions, Orphans and
Vulnerable Children have been de-
veloped.

Reform programme guidelines on
statutory children institutions were
developed.

The Helpline no. 116 toll free has
been widely disseminated in the
media.

Disability Funds Act is awaiting
gazettement.

Implementation Challenges
for the Vulnerable Groups

Some of the challenges in the implementa-
tion of the vulnerable groups programmes
are as follows:

1,

There is insufficient disaggregated
data on the different categories of
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the vulnerable groups in the coun-
try.

2. The wvulnerable groups in society
continue to be faced by a vicious cy-
cle of poverty due for example stig-
matisation, limited education op-
portunities, inadequate access to
economic opportunities and access
to labour market. Even though var-
ious legislations and policies that
govern service delivery to this group
have been developed in the past,
some are outdated while others
have not been fully implemented.

3. The National Council for Persons
with Disability (NCPWD); the agen-
cy responsible for implementing the
Disability Act 2003 faces an acute
shortage of funds and staff to imple-
ment its programmes. The organisa-
tion lacks full mandate to operation-
alise its functions hence the need
for the organisation to be autono-
mous to facilitate provision of serv-
ices effectively.

5.7.10Lessons Learnt and the Way
Forward for Vulnerability

1. To aid effective policy formulation,
planning, targeting and implemen-
tation up to date education and vo-
cational training policy and legisla-
tion to address concerns of PWDs.

2. There is need to upscale the cash
transfer programme to widen its
coverage and benefits.

3. Finalisation and Implementation of
the National Social Protection Policy
and Strategy and Community Devel-
opment Policy is important.

4, The implementation of the Disabili-
ties Act 2003 should be fast-tracked
to facilitate the creation of the nec-
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essary frameworks necessary for
the Act to meet its objectives.

5. National Policy on Ageing and Older
Persons will be developed and im-
plemented to provide a framework
for the integration of the concerns
of the ageing and older persons in
all spheres of development.

6. Community Development Policy will
be finalised to establish an integrat-
ed approach to community devel-
opment activities by various players
thus enhancing collaboration and
synergy. It will also foster a shared
understanding not only of the con-
cepts of community participation
but also of community development
practices and processes.

5.8 Youth Affairs

The youth constitute about 38 percent (57
percent female; 43 percent male) of Kenya’s
population and have a vital role in shaping
the present and future of the country’s so-

~ cial, economic and political development.

The youth are thus a key resource that can
be tapped for the benefit of the country.

The National Youth Policy provides a com-
prehensive framework aimed at addressing
the challenges faced by the youth and en-
suring they play their role in the develop-
ment of the country. The policy proposes
guidelines and strategies that can be used to
facilitate participation of youth in national
development. The policy also spells out the
strategic areas that must be addressed in
order for Kenya’s young people to effective-
ly play their role in nation building. These
are: Employment creation, health, educa-
tion and training, sports and recreation,
the environment, art and culture, the me-
dia and participation and empowerment.
An implementation plan was formulated to
ensure that the policy becomes a reality. A
National Youth Council is in the process of




formation to facilitate, coordinate, moni-
tor, advocate and promote youth issues and
youth led initiative. This institutional frame-
work will minimize duplicity and enhance
efficiency and effectiveness of service deliv-
ery to the youth.

The MTP recognised the youth as a remark-
able resource whose potential required to
be nurtured and deployed for purposes of
further socio--economic development of
the country. In addition the need to address
the minimal involvement of young peoplein
gainful employment and economic partici-
pation as well as their exclusion from deci-
sion making thus posing a threat to the sta-
bility of the country was addressed. Other
important factors affecting the youth that
are highlighted in the MTP are increased
crime, drug and substance abuse, and oth-
er symptoms of social disorder, in addition
the vulnerability of the youth to HIV infec-
tions and teenage pregnancies are also giv-
en mention. Government policy is geared
towards developing and implementing op-
erationally effective mechanisms of inte-
grating the majority of Kenyan youth into
mainstream economic, social and political
activities.

The Government has developed a Youth
Employment Marshal Plan that will be im-
plemented over the medium term. The Plan
aims at creating more than 500,000 new
employment opportunities for the Ken-
yan youth annually. This will be achieved
through commissioning of labour intensive
programmes and youth labour export, es-
tablishment of Youth Empowerment Cen-
tres and sports lottery, and development of
sports infrastructure among other impor-
tant initiatives.

As a key strategy to implementing Vision
2030, the Government is implementing
Programmes aimed at equipping Youth
with life skills through Technical and Voca-
tional training; these are carried out at the
National Youth Service, Vocational Train-

ing Centres and Youth polytechnics. This
will also enable the youth be marketable
at regional and international labour mar-
kets. In addition, the establishment of the
Youth Enterprise Development Fund (YEDF)
in 2006 has enabled young entrepreneurs
to access credit through MFls and the Con-
stituency Youth Enterprise Scheme (C-YES).
This has created employment opportunities
to over 300,000 youth countrywide. Fur-
ther, through the Youth Labour Export pro-
gramme, youth are facilitated to secure jobs
outside the country

Sports and recreation are identified as im-
portant for the psychological and physical
development of the youth. They also con-
tribute to their personal development by
promoting good health, personal discipline,
and leadership and team skills. Sports in-
dustry also provides a wide range of op-
portunities for investment, employment
creation and income generation. Kenyan
sportsmen and sportswomen continue to
prosper through their participation in lo-
cal and international competitions. Funds
earned out of their participation are invest-
ed locally in various sectors of our econo-
my. Besides the economic benefits, sport
is a tool for promoting peace, national co-
hesion and engages the youth productively
by instilling discipline and promoting lead-
ership qualities. To promote sports, the
Sport Stadia Management Board was estab-
lished in 2003 to develop and manage sport
facilities in the country. In addition, award
scheme for medallists has been introduced
and promotion of sports at grass root level
enhanced through budgetary allocation to
each constituency.

Kenya is a multicultural society with a vast
and rich diversity, cultural expressions and
indigenous knowledge systems that have
potential to offer significant contribution to
the social economic development of the na-
tion. Tapping the potential benefits of the
cultural/creative industry requires skills de-
velopment and provision of institutional
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and physical infrastructure for the industry
to produce high quality cultural goods and
services that can compete both national-
ly and internationally. Further, this will im-
prove development of the indigenous /tra-
ditional knowledge and technologies for
sustainable development. The Kenya Gov-
ernment has recognised potential contribu-
tion of the sector and has put in place pro-
grammes, policies and legal frameworks.
To this end, the Government approved the
National Heritage and Culture Policy with a
view to revitalize the sector. It has also been
appreciated that culture will further play a
major role in promotion of peace, national
integration and national cohesion which is
fundamental for social economic develop-
ment.

Music is a multibillion-shilling industry
worldwide. Besides economic benefits, mu-
sic plays anintegral partin the development
of the human person, their perspectives to
life, attitudes to cultural heritage and na-
tional identity. Music facilitates bonding
amongst people and communities. This is
essential for national cohesion regardless of
inherent ethnic, social or religious barriers.
Music remains the most obvious form of in-
culcating positive virtues in the society. In
Kenya, however, high levels of consumption
of music have not translated into employ-
ment opportunities for the youth, wealth
for musicians or a viable tax base due to pi-
racy, lack of enabling legislations and devel-
opment centres.

5.9.1 MTP Targets Youth Affairs

The MTP targets for the sector includ-
ed both flagship projects and other pro-
grammes as follows:

Flagship Projects

1. The Youth Enterprise Develop-
ment Fund: To facilitate the access
to credit by the youth. In additional
to accessing the fund, equipping the
youth with appropriate skills to crea-
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tively engage in economically viable
activities. Revitalisation of the Youth
Polytechnics: To facilitate the train-
ing of young people in technical, vo-
cational and entrepreneurial skills in
an effort to increase their produc-
tivity and equip them with skills to
participate fully on productive ac-
tivities. In addition, they will also be
equipped with creative skills to deal
with advances in technology.

Affirmative Action Policy for Youth:
To ensure that the youth have a 30
percent in appointments in public
service, management and develop-
ment committees, political, social
and economic sectors.

Youth Empowerment Centres in
Every Constituency: To creatively
engage young people with a view
to tapping their talent and creat-
ing opportunities for them. In addi-
tion, the Centres will be utilised in
the fight against the prevalence of
drug and substance abuse among
the youth and equipped to provide
services such as counselling and
health services, ICT facilities, library
and information services, and train-
ing facilities for music, dance and
the performing arts (information ki-
osk). The centres will also provide
basic literacy and continuing educa-
tion opportunities for school leavers
in each constituency.

Revision of education and train-
ing curriculum at all levels of learn-
ing: To improve the production of
skills that are demand-driven as well
as teach behavioural and life skills
in order to impart positive charac-
ter traits that will help the youth to
make appropriate choices in life. Re-
vitalisation of youth polytechnics: To
facilitate the training of young peo-
ple in technical, vocational and en-




trepreneurial skills in an effort to in-
crease their productivity and equip
them with skills to participate fully
in productive activities. Roads 2000
and other Labour Intensive Pro-
grammes for the Youth: As a tool of
choice in reducing youth unemploy-
ment. The implemented projects by
Government in collaboration with
the private sector include: Con-
struction, Maintenance and Repairs
of Roads; One Billion Tree Planting
Campaign under the Trees for Jobs
Programme; To meet the global rec-
ommended level of forest cover, the
Government will encourage public
and private sector players to plant
90 million trees annually. This initi-
ative is targeted at promoting tree
planting and at the same time facili-
tating employment creation and in-
come generating opportunities; Wa-
ter Conservation and Environmental
Sustainability programmes.

International Academy of Sports:
An institution for advanced training
in all areas of Sports at the Moi In-
ternational Sports Centre Kasarani
to cater for top level skills develop-
ment of the sports men and wom-
en whose talent is tapped and de-
veloped from the grassroots level
countrywide as well as train sports
administrators, instructors and
coaches. To also serve as an interna-
tional centre for excellence in sports
and thus contribute to Kenya’s tour-
ism package. Regional Sports Sta-
dia: 30 regional stadia established
around the country to promote the
development of sports within each
of the regions as well as tap the im-
mense talent of the youth.

Establishment of a sports lottery
fund: To provide a tool for raising
funds targeting sports development.
It was estimated that the lottery

fund will have the potential to inject
more than ksh.500 million into the
sports budget annually. The funds
raised would then be used for the
less developed sports in the coun-
try to increase their diversity and
to supplement the budgets of ma-
jor sports events. Another use of the
funds is to train the necessary tech-
nical personnel to enhance compet-
itiveness of the country’s sportsmen
and women.

International Centre for Arts and
Culture: A state of the Art Interna-
tional Arts and Culture Centre at
the Moi International Sports Cen-
tre, Kasarani which will also house
the National Hall of Fame geared
towards development of the youth
potential and nurture talent with a
view to empowering them econom-
ically. The facility is to be a centre of
excellence to revitalize culture as a
resource for sustainable develop-
ment. The centre will provide show-
rooms, exhibition and performance
halls for marketing and showcasing
Kenya'’s cultural goods and services,
act as a linkage with tourism, pro-
vide platform for cultural exchange
and dialoguing. The centre will also
act as a resource centre for linkag-
es with related sectors. The Hall of
fame that will be housed at the Cen-
tre will be used for honouring and
Recognising special talents from all
walks of life in the area of sports,
music, culture and other cultural
contributions.

Increase of allocation to second-
ary and tertiary level bursary pro-
grammes: To greatly increase the
opportunities particularly for desti-
tute young people to continue with
education irrespective of their poor
background as well as reduce the
burden on parents who are unable
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to pay for their children’s secondary
and tertiary education

Other Youth Affairs Targets
and Programmes

Campaign Programmes to reduce
HIV and AIDS infections, teenage
pregnancies and drug abuse among
the youth.

Intense youth rehabilitation pro-
grammes for drug addiction and
criminals.

Promotion of a sustainable reading
culture through expansion of Kenya
National Library Services.

Establish a systematic programme to
document, conserve, preserve and
disseminate the music and dance
heritage of Kenya.

The main policies, legal and institutional re-

forms

that relate to youth in the MTP are

the following:

i

Developing an National Youth Coun-
cil Bill.

Implementing the Sports Bill and
Kenya National Sports Stadia Au-
thority Bill.

Revising the Kenya National library
Act Cap 225.

Developing a national music policy.
Developing a national cultural poli-
cy.

Implementing the Adult and Contin-
uing Education policy.

Developing a National Policy for
Youth Polytechnic and Vocational
Training.

Implementing the Betting Lotteries
and Gaming Act (Cap 131 of 1966).

146 | The First Annual Progress Report

5.8.3 Achievements and

Implementation Progress for
the Youth Affairs

The following is an outline of progress made
during the period under review in meeting
the targets set in the MTP:

L,

International Academy for Sports
and Sports stadia projects has not
been initiated, but was expect-
ed to take off in the financial year
2009/2010;

Draft Cabinet memorandum on the
Sports Lottery was forwarded to the
Attorney General’s Office;

Interministerial meetings have been
held between the Ministry of Youth
and Sports and Ministry of National
Heritage and Culture on developing
a National Cultural Policy;

The Ministry of Youth Affairs and
Sports is in the process of availing
land at Kasarani Sports Centre for
the purpose of putting up an Inter-
national centre for sports and cul-
ture. A committee has been formed
to develop the terms of reference
for the designs and construction
work;

One national symposium on Music
was held in April 2009. 150 youths
took part in the symposium and 20
researchers presented papers;

A National Youth training camp was
held in May 2009. This training tar-
geted youths from the Coastal re-
gion. Other training programmes
will be held in the next financial
year;

The Youth Enterprise Fund received
an additional Kshs 500m during
2008/2009 financial year budget,
The Youth Enterprise Fund has also
been expanded through leverage
agreements between the Ministry
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and financial institutions. The fund
has since then increased to Kshs 4.5
billion from 2.2 billion;

Youth Employment is a component
for Agenda 4 reforms — the Kazi for
Vijana programme is ongoing.

Implementation Challenges
for youth Programmes

The benefits intended by the Youth
Development Fund have not been
fully exploited by the Youth. This is
because the majority of the youth
lack collateral that would enable
them secure bank loans and other
financial services. Further, the youth
generally lack business experience
and expertise. There is also gener-
ally lack of training in entrepreneur-
ship and mentoring in business, re-
sulting in failed business start-ups.

In addition, the Youth Development
Fund (YDF) faces challenges in the
repayment of loans. Although YDF
is a revolving fund, it appears weak
in terms of fund management. In
addition lack of adequate staffing
to manage and carry follow ups on
loan disbursements, repayments
and training is evident.

Most of the vocational training insti-
tutes lack equipment and are under-
staffed.

Indulgence of youth in drugs and
substance abuse has rendered many
unproductive thus hindering their
contributions to national develop-
ment. Despite the fact that the prev-
alence of Drug and Substance Abuse
is highest among the youth of this
country, the government still has in-
adequate rehabilitation facilities for
persons dependent on drugs. Most
rehabilitation centres are either too
expensive for this age group or sub
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standard resulting in high cases of
secondary addiction or what is re-
ferred to as relapse.

Cultural beliefs surrounding ear-
ly marriages, land tenure systems,
amongst other cultural practices has
hindered the involvement of many
young women in national develop-
ment particularly where they cannot
access land and consequently can-
not use it as collateral for acquiring
credit for investment in businesses
and economic empowerment.

Lessons learnt and the Way
Forward in Sustaining Youth
Affairs Programmes

Ministry of Youth Affairs and Sports
is key in carrying the youth agenda
forward by offering real opportuni-
ties for promoting and empowering
the Youth in all spheres of socio-eco-
nomic development. Establishment
of the Youth Development Fund has
fast tracked employment and gener-
ated income for the youth.

In order to complement the effec-
tive utilisation of the Youth Devel-
opment Fund, it is important for the
Ministry of Youth Affairs and Sports
to organize awareness creation sem-
inars and business courses.

Unless the fight against drug and
substance abuse is enhanced, the
gains made in addressing youth un-
employment may be erased. There
is thus urgent need for facilitation of
effective treatment and rehabilita-
tion for drug users. To this end the
Government will work in partner-
ship with private sector medical in-
stitutions, private sector sponsors
and private and community groups
on initiatives that support the treat-
ment and rehabilitation of drug us-
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ers, within a holistic context that also
includes post-rehabilitation counsel-
ling.

As Kenya moves further in the im-
plementation of the MTP, a collab-
orative effort between the govern-
ment and stakeholders including the
youth themselves is important to ad-
dress the youth agenda.
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Enactment and Implementation of
the National Youth Council Act is im-
portantin order to promote the goals
and objectives of the National Youth
Policy and mainstream, promote,
and co-ordinate youth programmes.
The Act will also enhance the repre-
sentation of youth in strategic lead-
ership and in decision making local-
ly, nationally and internationally.




The POLITICAL
PILLAR

A Democratic Po-
fitical Culture
Guarantees Devel-
opment for All




6.0 An Overview of the Political
Pillar

The Political Pillar of Vision 2030, which en-
visions “a democratic political system that
is issue-based, people-centred, result-ori-
ented and accountable to the public”. The
events following the 2007 elections clearly
point to the need to address and solve un-
derlying issues behind ethnic tensions, de-
struction of property and violence that was
experienced. The MTP has outlined the key
programmes and reforms that are required
so as to lay the foundations for a democratic
accountable political system.

This chapter summarizes progress achieved
and challenges met during implementation
of planned programmes and activities un-
der the Political Pillar, during the year end-
ing June 2009. The programmes are catego-
rised into three (3) broad groups, namely,
(i) flagship projects which are take into ac-
count the post-2007 election crisis and aim
to build a strong governance and rule of
law foundation for the achievement of Vi-
sion 2030 (ii) other (new and ongoing) pro-
grammes across four strategic priority areas
and (iii) a sector-wide initiatives within the
scope of the Governance, Justice, Law and
Order Sector (GJLOS) Reform Programme.
The second category of programmes com-
prises continuing programmes covering
four strategic priority areas mainly, the
Rule of Law, Electoral and Political Process-
es, Democracy and Public Participation, and
Transparency and Accountability. GILOS is a
multi-sectoral programme which brings to-
gether 33 government agencies and sever-
al semi-autonomous government agencies,
non-governmental organisations and devel-
opment partners®. In addition to the above
programmes, the MTP also outlines meas-
ures to be implemented during the medium

1 A summary of the key achievements and challenges
of GJLOS, which came to an end during the period
covered by this Review, is included in a subsequent
section of this chapter.
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term plan period so as to enhance decen-
tralisation.

6.1 MTP Targets for the
Political Pillar

During the early part of the Medium-Term
Plan period, the following flagship projects
are to be undertaken:

1. A draft new Constitution to be fi-
nalised and presented to the public
through a national referendum;

2. An independent Truth, Justice and
Reconciliation Commission (TJRC) to
begin its operations in 2008/09;

3. The Independent Electoral Review
Committee (IREC or the Kriegler
Committee) to Finalise its opera-
tions and present a comprehensive
report to the relevant authorities in
the 2008/09 fiscal year;

4. The Commission on Post-Election Vi-
olence (The Waki Commission) to fi-
nalise its operations and present its
report to the relevant authorities in
the 2008/09 fiscal year;

5. The Ethnic Relations Commission of
Kenya to commence operations in
the 2008/2009 fiscal year, to deal
with issues of ethnic relations, and
especially the problem of negative
ethnicity, and

6. Toenhance and fast-track Kenya’s pi-
lot Legal Aid & Education Programme
focused on legal counselling directed
at Kenyans affected and traumatised
by the post-election events.

Other Political Pillar programmes involved
policy and legal reforms aimed at ensuring
rule of law, improving electoral and politi-
cal processes, democracy and public partici-
pation, transparency and accountability, as
well as decentralisation. It was also planned
that during the MTP period, the GJLOS pol-



icy framework would be finalised and op-
erationalised. In addition, the GJLOS Re-
form Programme would be accelerated and
transparency and accountability among the
GJLOS institutions would be enhanced.

6.1.1 Achievements and
Implementation Progress in
the Political Pillar

Achievements and progress made in the Po-
litical Pillar are outlined hereunder:

a) Constitutional Reforms

In 2008/2009, two Constitutional Bills,
namely, the Constitution of Kenya Review
Bill, 2008 and the Constitution of Ken-
ya (Amendment) Bill, 2008 were passed
by Parliament and assented to by H.E. the
President. The Constitution of Kenya Re-
view Act, 2008 was assented to on 11" De-
cember 2008 and commenced operation
on 22™ December 2008. The Act provided
a road map on the constitutional review
process and the roles of the various consti-
tutional review organs, that is, the Commit-
tee of Experts (CoE); Parliamentary Select
Committee; the National Assembly, and the
Referendum.

On the other hand, the Constitution of Ken-
ya (Amendment) Act, 2008 became opera-
tional on 29" December 2008, effectively
entrenching the review process in the Con-
stitution of Kenya. The Act also led to the es-
tablished the Interim Independent Consti-
tutional Dispute Resolution Court (IICDRC)
to hear and determine matters related to
the review process. The Committee of Ex-
perts was appointed on 23rd February 2009
and released a harmonised draft Constitu-
tion on 17*" November 2009.

b) Truth, Justice and
Reconciliation Commission
(TJRC) process

The Truth, Justice and Reconciliation Bill
was enacted in 2008 came into force on 9™
March 2009. The Act establishes a Truth,
Justice and Reconciliation Commission
(TJRC) and a Selection Panel to recruit the
commissioners to the TIRC. Parliament con-
sidered and approved the list of TIRC com-
missioners on 25th June 2009. The Com-
missioners were eventually appointed by
the President on 22" July 2009. The Com-
missioners were officially sworn in August
372009 and have established a Secretariat.

¢) The Independent Review
Commission (IREC)

The Kriegler Commission was appointed by
the President on 14" March 2008 through
Gazette Notice. On 17" September 2008,
the Committee’s report was submitted to
H.E. the President. Cabinet approved the
implementation of the Kriegler Report on
the 14™ October 2008 and established a 10
Member Committee to prepare an imple-
mentation plan. On 27" November 2008,
Cabinet considered and approved the ma-
trix for the implementation of the Kriegler
Report.

Following the enactment of the Constitu-
tion of Kenya (Amendment) Act, 2008 and
its commencement on 29" December 2008,
the Electoral Commission of Kenya (ECK)
was disbanded and replaced with the In-
terim Independent Electoral Commission
(IEC) and the Interim Independent Bounda-
ries Review Commission (IIBRC).

IIEC is responsible for overseeing electoral
reforms and in particular fresh voter regis-
tration and creation of a new voter register,
development of modern system for collec-
tion, collation, transmission and tallying of
electoral date, promotion of voter educa-
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tion and efficient conduct of elections and
referenda.

The IIBRC is responsible for reviewing elec-
toral and administrative boundaries. The
names of IIEC and IIBRC were approved by
the National Assembly and appointments
were effected on 7th May 2009 and 12"
May 2009, respectively.

d) The Commission to Investigate
the Post-election Violence
(CIPEV)

The President appointed Waki Commission
by Gazette Notice on 23" May 2008. The
Commission was tasked with investigating
facts and circumstances surrounding the vi-
olence that followed the 2007 Presidential
election, as well as the actions and omis-
sions of state security agencies. The Waki
Commission presented its report to the
President on 15" October 2008.

The CIPEV report recommended that a Spe-
cial Tribunal to try post-election violence
(PEV) suspects be established by January
30™ 2009. On 27" November 2008, Cabi-
net noted the Waki Report and established
a 10 member Committee to prepare an Im-
plementation Plan/ Matrix. The Cabinet ap-
proved the establishment of the Special Tri-
bunal. The Ministry of Justice published the
Constitution of Kenya (Amendment) Act,
2009 and the Special Tribunal for Kenya Bill,
2009 on 28" January 2009.

However, in February 2009, Parliament
failed to entrench the Special Tribunal in
the Constitution. The Government’s efforts
to establish the Special Tribunal continued
to be frustrated by partisan politics as well
as ethnic interests. Thereafter, the Panel of
Eminent African Personalities (PEAP) head-
ed by His Excellency Dr. Kofi Annan handed
over the confidential envelope naming sus-
pected masterminds of the PEV, to the Inter-
national Criminal Court (ICC). As at 6" Octo-
ber 2009, the Government opted to accord
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priority to reconciliation while leaving the
door open for suspects bearing the greatest
responsibility to be tried by the ICC.

e) National Cohesion

The National Cohesion and Integration Bill
was enacted in 2008 came into force on 9™
March 2009. The Act establishes the Na-
tional Cohesion and Integration Commis-
sion to promote national cohesion.

f) Post-election legal counselling

The National Legal Aid and Awareness Pro-
gramme (NLAAP) was established on 30™
November, 2008. The NLAAP is expected
to facilitate provision of legal aid, advise,
awareness and representation to the poor,
the marginalized and the vulnerable pop-
ulation who do not access justice through
the courts or by other dispute resolution
mechanisms. The Programme has been op-
erationalised and background research and
stakeholder consultation held on the devel-
opment of legal aid- No Progress Reported.

g) The Rule of Law

The National Action Plan (NAP) on Human
Rights was initiated with the goal of enhanc-
ing the rule of law and upholding respect
for human rights. Three regional hearings
were conducted with the aim of gathering
stakeholder views on the status of human
rights. Based on these views, a draft policy
framework was finalised and is to be and
launched as the primary Government poli-
cy document on human rights. The NAP in-
itiative was supported by the following re-
lated efforts:

1. Cessation of violence —Over the pe-
riod under review, security forces
successfully partnered with com-
munities in restoring calm with-
in “flashpoint” areas where politi-
cal violence occurred. This calm has




been sustained to date. This review
notes however, that gang or crimi-
nal violence and resource-based
conflicts have not been eliminated
in all regions.

Respect for the sanctity of human
life — In the wake of the PEV, the
country’s security forces escalat-
ed their onslaught against known
organized criminal organisations,
which previously undermined the
sanctity of human life. Despite such
efforts, this review notes that the
problem of militias continues to
pose a huge dilemma, particularlyin
the absence of a clear policy frame-
work to deal with such groups.

Restoration of fundamental rights
and freedoms — The Government
lifted live-TV and radio-broadcast
ban, which had been imposed as
part of the strategy to contain the
PEV. Lifting of the bans effective-
ly restored citizens’ right to receive
and share information. The Govern-
ment also suspended plans to enact
the contentious Kenya Communica-
tions (Amendment) Act, 2008. This
suspension was aimed at enabling
further consultations with the me-
dia fraternity, which had raised ma-
jor concerns about some provisions
of the proposed new law.

Addressing the humanitarian crisis
— Three significant achievements
were made in this regard. First, all
officially established camps for In-
ternally Displaced Persons (IDPs)
were closed down. Operation Rudi
Nyumbani, the Government’s re-
settlement programme which was
launched in May 2008, assisted IDPs
who were willing to return to their
respective homes. In order to assist
the IDPs to re-establish their lives,

a humanitarian fund was initiated.
Secondly, peace and reconciliation
committees were established in ar-
eas worst affected by the PEV. Third-
ly, special District Officers (DOs)
trained in peace and conflict reso-
lution were deployed to PEV areas,
and a Department of Mitigation and
Resettlement was set up within the
Ministry of Special Programmes to
support efforts to address the hu-
manitarian crisis.

Promotion of gender equality and
empowerment of women — Five
Bills (i.e. the Marriage Bill, the Mat-
rimonial Properties Bill, the Domes-
tic Violence (Family Protection) Bill,
the Equal Opportunities Bill, and the
Affirmative Action Legislation) were
finalised and forwarded to Cabinet,
which recommended further con-
sultations under the auspices of the
Ministry of Gender.

Promotion of free-market econo-
my — The Competition Bill 2008 was
developed to replace the Restric-
tive Trade Practices, Monopolies
and Price Control Act. Revisions to
the Company Act were undertaken
resulting in the Draft Company Act
(Amendment) Bill. The Proceeds of
Crime and Anti-Money Laundering
Bill was finalised and presented to
Parliament.

Laws to improve access to justice
— The Small Claims Court Bill and
Private Prosecutions Bill were fi-
nalised and forwarded to the Attor-
ney-General. The Draft Legal Aid Bill
was prepared, and amendment to
the Alternative Dispute Resolution
(ADR) Act was done by way of Stat-
ute Law Miscellaneous Amendment
Act, 2009 which introduced ADR in
the courts. The Judicial Service Bill
was prepared by the Task Force on
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Judicial Reforms and forwarded to
the Cabinet. Additionally, the Com-
munity Service Orders Act was re-
viewed, and the Contempt of Court
Bill, the Freedom of Information
Bill, and the Persons with Disabili-
ties (Amendment) Bill were final-
ised and forwarded to the AG pend-
ing enactment.

Other reforms to enhance rule of
law — The following additional five
key reforms were undertaken to en-
hance the rule of law:

e Establishment of a nation-
al forensic laboratory — this
project is ongoing and the
AFIS component is being in-
stalled;

¢ |Installation of surveillance
cameras in Nairobi, Mom-
basa, Nakuru and Kisumu —
during the period under re-
view, a smaller project was
already under way in Nairo-
bi with cameras mounted at
the Kenya National Archives
building on Moi Avenue. It
is expected that the project
will be rolled out on pilot
basis throughout Nairobi as
well as in Mombasa, Naku-
ru and Kisumu;

e Construction of 20,000 po-
lice housing units — 2,102
housing units have been
completed under this ongo-
ing initiative;

e Construction of six new
prisons in Mwingi, Nyami-
ra, Kwale, Rachuonyo, Vih-
iga and Kaloleni.- Mwiingi,
Kwale, Rachuonyo and Ka-
loleni prisons were com-
pleted and are operational.
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Work on Nyamira and Vihi-
ga is ongoing. Bomet pris-
on, though not part of Vi-
sion 2030 flagship projects
was also completed;

e Establishment of an Inte-
grated Population Regis-
tration System — this com-
menced in 2007/08 and
a draft Policy and Legal
Framework on Integration
of Population Registration
Services has been devel-
oped.

h) Electoral and Political
Processes

The Electoral Commission of Kenya (ECK)
was disbanded and replaced with the In-
terim Independent Electoral Commission
(IIEC). The IECC conducted 2 by-elections
successfully. It will embark on Voter regis-
tration. In addition, during the period under
review, the National Assembly (Standing Or-
ders) were reviewed, streamlined and op-
erationalised.

i) Democracy and Public
Participation

To promote the inclusion of women and
other disadvantaged groups in electoral
and political processes, an Equal Opportu-
nities Bill, Persons with Disabilities (Amend-
ment) Bill and an Affirmative Action Bill was
also developed and finalised (No Progress
Reported)

1. The freedom of information bill was
to be enacted —No progress report-
ed

2. The Political Parties Act has been op-
erationalised

3. The Public-Private  Partnership
guidelines were gazetted in 2009



Jj) Transparency and
Accountability

Anti-corruption programme: A notable
achievement under the country’s anti-cor-
ruption programme was the completion of
the draft Mutual Legal Assistance Bill, which
is expected to contribute -- alongside oth-
er legal instruments and institutions -- to-
wards various anti-corruption efforts.

k) Governance Justice, Law and
Order Sector

The Governance, Justice, Law and Order
Sector (GJLOS) reform programme was
launched in November 2003 by the then
newly-elected NARC government. GJLOS
was the first initiative of its kind world-
wide that integrated governance, justice,
law and order functions. Led by the govern-
ment, GJLOS brought together 33 key min-
istries, departments and agencies (MDAs),
with the goal of achieving “a safe, secure,
democratic, just, corruption-free, human
rights-respecting and prosperous Kenya
for all”. The mission of GJLOS was to “re-
form and strengthen sector institutions for
enhanced protection of human rights, effi-
cient, accountable and transparent govern-
ance and justice”. Based on its goal and mis-
sion, GJLOS is therefore clearly aligned to
Vision 2030’s political aspirations. In addi-
tion, it bears an obvious relevance for Agen-
da IV issues under the National Reconcilia-
tion Agreement of 2008.

During the period under review, various ac-
tivities were completed under the Govern-
ance, Justice, Law and Order Sector (GJLOS)
reform programme. The activities includ-
ed capacity building workshops, attitude
change workshops and assessment of un-
met needs. Unifying these activities was
a widely inclusive approach, which ena-
bled partner institutions to successfully ap-
ply horizontal and vertical consultations.
In turn, this provided a basis for enhanced
citizen participation. According to an inde-

pendent evaluation of the GJLOS, the pro-
gramme achieved numerous other success-
es:

1. It catalysed change and encouraged
open dialogue within the governance,
justice law and order sector, thus en-
couraging innovation and placing the
reform agenda at the centre of govern-
ance;

2. It re-oriented the roles of participant
MDAs towards efficient, responsive and
effective public service delivery as evi-
denced by adoption of service charters
and public complaints mechanisms;

3. It raised public awareness -- as well as
expectations -- thus demystifying key
sector institutions;

4. It underscored the importance of ade-
quate funding to key sector institutions
e.g. the State Law Office, the Kenya Law
Reform Secretariat, which subsequently
utilised funding under the programme
to record great strides; and,

5. It strengthened the coordinating minis-
try i.e. Ministry of Justice, National Co-
hesion and Constitutional Affairs and il-
luminated the erstwhile ignored roles of
non state actors including private sector
and civil society organisations.

6.1.2 Progress Made in the Fight
against Corruption

The Kenya Anti-Corruption Commission
pursued its mandate as stipulated in the
Anti-Corruption and Economic Crimes Act,
2003 and implemented its priorities out-
lined in its Strategic Plan and the MTP. The
main thrust of the Commission’s work con-
tinues to be directed at the public sector.
Key achievements/milestones in the period
under review are as described hereunder;
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i. Corruption Reports and
Investigations

The number of reports received by the Com-
mission has continued to be polished as a
result of more informed publics of the Com-
mission’s mandate. In the reporting year,
the Commission received and processed
4335 reports of which 1270 fell within the
Commission’s mandate and were taken up
for investigations. The level of relevance of
reports received by the Commission contin-
ued to increase steadily reaching 30% in the
reporting year compared to 25% in the pre-
vious year. The anonymous internet based
corruption reporting system that guaran-
tees the security and confidentiality of the
whistleblowers has continued to record in-
creased usage.

Some of the major cases fully investigat-
ed during the year include: Kenya Pipeline
Company with Triton Petroleum Company;
Kenya Tourism Board (KTB), National Social
Security Fund (NSSF), the Kenya Medical
Research Institute (KEMRI), National Cere-
als and Produce Board (NCPB), and the Min-
istry of Health.

As a result of all investigations carried out
in the year, KACC forwarded 122 files to
the Attorney General of which 94 recom-
mended prosecutions of suspects. The At-
torney General concurred with KACC's rec-
ommendations in 87 files. Consequently,
a sitting Permanent Secretary, Chief Execu-
tive Officers as well as other senior public
officers and prominent personalities were
arrained in court. The total number of files
forwarded to the Attorney General since
September, 2004 are 498 of which a total of
382 recommended prosecution of suspects
and our recommendations were accepted
in 325 files.

ii. Asset Recovery

Turning to KACC’s asset recovery function,
the Commission intensified its efforts and in
the reporting year, KACC recovered assets
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worth Kshss.148.31 million and 398 suits
with an estimated value of over Kshss.5.0
billion were instituted. Notable cases in-
clude 12 filed against current and former
Members of Parliament including Cabinet
Ministers for recovery of substantial allow-
ances paid illegally to them in their capac-
ity as members of the Parliamentary Serv-
ice Commission, several cases seeking to
recover land belonging to Kenya Agricultur-
al Research Institute (KARI) and the Nairo-
bi City Council among other recovery suits.
Assets recovered since inception cumulates
to over Kshss.4.5 billion.

iii. Corruption Prevention

Preventive activities focus on reforming pol-
icies, practices, and procedures with a view
to sealing corruption loopholes and other
inefficiencies that lead to loss, poor serv-
ice delivery and multifarious malpractices.
Grand corruption that pervades high levels
of Government, leads to a broad erosion of
confidence in the Government, undermines
governance, the rule of law and impedes
economic growth among other ills. KACC
continues to partner with external organi-
sations that share our commitment in inno-
vating integrity solutions for transforming
our institutions.

During the reporting year, the Commission
infused its services in all the three arms of
Government in an effort to minimize loop-
holes and opportunities for corruption that
motivate public officers toindulgein corrupt
practices. Forinstance, the Commission’sin-
vestigation into payment of irregular allow-
ances to members of Parliamentary Service
Commission and the subsequent suits to re-
cover the illegal payments has put an end to
the practice in Parliament and discouraged
illegal payments in the public service with
resulting savings to the Exchequer.

Intense scrutiny of public appointments has
resulted in greater transparency in the ap-
pointment to public offices. KACC has had




a beneficial presence in Police and military
recruitment processes as well as other em-
ployment in the public service and are hap-
py to note the tremendous improvement in
recruitment and appointment processes.

To improve service delivery in the pub-
lic sector, it was found prudent to institu-
tionalise anti-corruption strategies in pub-
lic institutions. To this end, the Commission
reached an agreement with Public Sector
Reform Secretariat to take advantage of
synergies resulting from our complementa-
ry roles by implementing performance tar-
gets under the “Corruption Eradication” in-
dicator in the performance contracts and
laid the framework for addressing corrup-
tion in public institutions. KACC continues
to refine the indicators and assess the im-
pact of this strategy annually and this has
enhanced service delivery, reduced corrup-
tion loopholes and increased accountability
in the public service.

The establishment of the Public Complaints
Standing Committee (Ombudsman) is yet
another initiative aimed at increasing ac-
countability in public service. Complaints of
maladministration previously received by
KACC have now found their rightful place.
We laud the government for this interven-
tion and remain committed to deepening
our cooperation with all public agencies
in the promotion of good governance and
transparency.

The commission is alive to the dynamic dis-
position of the corrupt. As they become
more wary and sophisticated, KACC em-
ploys a high degree of care and skill to de-
tect and pursue them. Through its proactive
strategies in corruption prevention, KACC
has had its presence felt where many mega
corruption deals were being hatched and
have disrupted and frustrated many corrup-
tion partakers. This strategy has rendered
corruption an unattractive venture.

iv. Public Education

The importance of education in changing
people’s attitude towards corruption can-
not be overemphasised. KACC continues to
educate members of the public on the caus-
es, dangers and effects of corruption and
to enlist their support in corruption detec-
tion, prevention and eradication. The Com-
mission infused education programmes
through various organisations in the pub-
lic sector, local authorities, the education
system, the religious sector, youth organi-
sations as well as the general public. It has
used various vehicles to reach these groups
including the media, workshops, confer-
ences and meetings, music, drama and In-
formation Education and Communication
(IEC) materials. As a result, various surveys
undertaken during the year indicate that
the Commission’s work is supported by the
broad mass of the public. Without this sup-
port our effectiveness would be radically
curtailed.

v. Strengthening the Policy and
Legal Framework for Anti-
corruption, Integrity and Ethics

In pursuance of the strengthening of the
policy, legal and institutional framework for
anti-corruption, ethics and integrity to guar-
antee a transparent and accountable pub-
lic service through: review of the Anti-Cor-
ruption and Economic Crimes Act, 2003 and
Public Officer Ethics Act, 2003, the Commis-
sion undertook a comparative analysis of
anti-corruption laws in specific countries
and made proposals to the Kenya Law Re-
form Commission for consideration in the
amendments of the evidence Act, Chapter
80 Laws of Kenya as follows; i) Admissibil-
ity of evidenced captured in tape, audio and
visual devices; and ii) admissibility of evi-
dence in electronic records and informa-
tion.




In the support for the enactment of laws
that reinforce the war against corruption
and economic crime such as the Mutual Le-
gal Assistance Billand the Proceeds of Crime
and Anti-Money Laundering Bill; and the
Whistleblower Protection Bill among oth-
ers; the Commission; i) made proposals to
the Inter-Ministerial task team on the Mu-
tual Legal Assistance Bill, 2009 in regard to
including the Commission as a competent
Authority. In addition, the Commission’s
proposal to amend the Criminal Procedure
Code to provide for plea bargaining was
affected by way of amendment by Parlia-
ment.

In an effort to realise this objective, the Gov-
ernment has introduced the Proceeds of
Crime and Anti-Money Laundering (PCAML)
Bill, 2008. The Commission submitted pro-
posals to the Parliamentary Committee on
Administration of Justice and Legal Affairs
on the need to align and Harmonise the
provisions in the proposed Bill with ACECA,
to obviate duplication or competition be-
tween institutions established under the
two sets of laws and to ensure focused em-
ployment of scarce public resources.

vi. Domestication of the
International Anti-Corruption
Instruments

The Commission is spearheaded a multi-
sectoral GAP Analysis to evaluate compli-
ance of the national legislative framework
with UNCAC and make recommendations to
redress governance lacunae and make Ken-
ya UNCAC compliant. The Commission par-
ticipated in a national forum initiated by the
United Nations Office on Drugs and Crimes
to evaluate Kenya's compliance with the
United Nations Convention against Corrup-
tion with a view to identifying areas where
technical assistance in the fight against cor-
ruption may be required. The Gap Analy-
sis report has since been published and is
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available on the Commission website www.
kacc.go.ke.

vii) Modernisation of Government
Operations and Service Delivery

The commission carried out three exami-
nations and risk assessments into the legal,
policies, procedures and systems at Kenya
Maritime Authority, Pensions Department
and Local Authority Transfer Fund (LATF)
and made recommendations towards re-
vising methods of work to seal corruption
loopholes.

6.1.3 KACC Legal Challenges and
Desired Reforms

There continues to be serious challenges
faced locally in cases that transcend the na-
tional borders. The Commission remains
prohibited by a court order from request-
ing, receiving or using information through
Mutual Legal Assistance. As part of remov-
ing that obstacle, the Attorney General has
tabled a Mutual Legal Assistance Bill before
Parliament. This Bill expressly recognises all
investigative Agencies established by law
as competent authorities to seek, give and
use Mutual Legal Assistance. The Bill is still
pending before Parliament.

The Money Laundering and Proceeds of
Crime Bill was enacted and accented to by
H.E. the President in December 2009. The
act will become effective after six months or
at such other earlier date as shall be accent-
ed by the Minister.

The Money Laundering and Proceeds of
Crime Act and the enactment of Mutual Le-
gal Assistance Bill will facilitate the Com-
mission to be able to pursue corruption and
economic crimes across the borders. The
Commission further continues to suffer un-
der the burden of inability to conclude in-
vestigations into the Anglo-leasing scam
as a result of Judicial orders barring inves-
tigations into those security contracts. The



Commission has appealed against all those
judgments. The Commission remains hope-
ful that during the ongoing Constitutional
Review, the Commission will be entrenched
in the Constitution. Such action will miti-
gate some of the legal challenges encoun-
tered by the Commission.

6.1.4 Decentralisation of
Government

Under Vision 2030’s Political Pillar, Ken-
ya aspires to be a country in which equal-
ity is entrenched -- between individuals
and regions. The country’s political system
is set to become more people-centred i.e.
responsive to the needs and rights of citi-
zens, whose participation in all public pol-
icies and resource allocation processes is
not only fully appreciated but also enabled.
To this end, the Political Pillar’s guiding prin-
ciplesinclude “decentralisation” and “devo-
lution” of governance structures both at the
national and local levels. Specifically, Kenya
has undertaken to adopt a democratic de-
centralisation process with substantial dev-
olution in policy-making, public resource
management and revenue sharing through
selected devolved funds. In furtherance of
this pursuit, the following three activities
were initiated under the review period:

1. Improvement of funding for constit-
uency development projects under
the national budget. The manage-
ment frameworks for the resources
are continually being reviewed and
strengthened. The Constituency De-
velopment Fund Act was amended
to include hiring of managers who
are now in place in all constituen-
cies. This is meant to enhance trans-
parency and efficiency in the man-
agement of these resources.

2. Development of a national decen-
tralisation policy — A draft nation-
al Decentralisation framework has
been completed and is awaiting

adoption through the anticipated
new Constitution.

3. Reforms of Local Authorities. Dur-
ing the period under review, the Lo-
cal Government Act was reviewed
to make local authorities more effi-
cient and accountable. Among the
proposed changes is the direct elec-
tion of mayors and councillors. Var-
ious reforms are being undertaken
under the Kenya Local Government
Reform Programme (KLGRP) aimed
at strengthening financial account-
ability. Local Authorities Integrated
Financial Operations and Manage-
ment System has been introduced
in 44 out of 175 LAs. The KLGRP de-
veloped the concept of a LA Budget
Day during which LAs are expected
to present their budgets to the citi-
zens in their jurisdiction and defend
their performance. Additionally, re-
vised financial regulations for LAs
were prepared and approved by the
Ministry in March 2007, perform-
ance contracting has been intro-
duced and capacity building for LAs
has been on-going.

6.1.5 Implementation Challenges

for the Political Pillar

In spite of the substantial gains recorded un-
der Vision 2030s’ Political Pillar, a major gap
has been noted including the fact that base-
line surveys were not undertaken for most
governance programmes thereby making
the tracking of progress difficulty. In addi-
tion, the absorption rate for most projects
remained low mainly due to the mecha-
nisms for procurement of goods and servic-
es. Further, the legislative process for devel-
oping and enacting new laws has been slow,
thereby undermining the speed of govern-
ance and other reforms.

Also, the successes of GJLOS notwithstand-
ing, the programme experienced some sig-
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nificant challenges, key amongst which was
the relatively weak focus on the ‘demand-
side’ (i.e. consumers or beneficiaries) lead-
ing to a lower impact on citizens compared
with the impact on public institutions. Re-
lated to this was the limited awareness of
the programme among sector institutions
despite concerted efforts to engage the me-
dia and the public at large. The independ-
ent evaluation noted that the programme’s
high level policy infusion or support waned,
and that the programme was not well
aligned to the government MTEF budget
process. Moreover, interruptions arising
from changes in government over the pro-
gramme’s implementation period (i.e. from
the NARC government, to the post 2005 ref-
erendum, to the current grand coalition)
led to different political environments. This
constrained the full engagement of MDAs
in the programme. Finally, GILOS suffered
from inadequate resourcing and priority
mismatches resulting from the fact that the
programme’s planning involved separate
work plans.

Other generalimplementation-related chal-
lenges under the Political Pillar include:

1. Inadequate financial resources;

2. Weak inter-agency cooperation and
cross-agency collaboration across
the governance and rule of law insti-
tutions;

3. Low public confidence in govern-
ance, security and rule of law insti-
tutions, especially after the events
succeeding the 2007 election;

4. Whereas calm has been sustained,
gang or criminal violence and re-
source-based conflicts have not
been eliminated in all regions; and

5. Partisan politics and ethnic interests
may delay reforms.
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6.1.6 Lessons Learnt and Way
Forward for the Political
Pillar

The Vision 2030 strategy acknowledges that
a fundamental shift to business unusual’,
as well as a new management philosophy
is needed to deliver on the aspired results.
Whereas the political pillar has made great
strides in both regards, significant challeng-
es were experienced in the process. The
following are among the most outstanding
challenges:

1. Volatility of the political environ-
ment: Following the catastrophic PEV
of 2007/2008, Kenya’s political envi-
ronment remains volatile. This volatil-
ity -- combined with early electioneer-
ing ahead of the 2012 polls as well as
impassioned efforts to formulate a new
Constitution and establish new elector-
al jurisdictions -- weakened governance
reform initiatives during the review pe-
riod. Looking forward, the volatile po-
litical environment also means that
future governance reforms are fairly
unpredictable. An improved manage-
ment of the political environment by
all stakeholders is needed to avoid a re-
peat of a crisis like the one experienced
in 2007/2008.

2. Management of the Coalition Govern-
ment: Having no previous experience
in coalition politics, the country’s gov-
ernance structures have not sufficient-
ly adapted to the requirements of the
national accord. Despite commenda-
ble attempts by the Principals, attain-
ment of the sort consensus needed to
unify Government policy during the pe-
riod under review has been very slow.
In order to preserve national peace and
tranquillity and ensure efficient and ef-
fective service delivery, faster and more
sustainable consensus building particu-
larly within Parliament will remain cru-
cial.




3. Politicisation of governance reforms:

Efforts by the Government to imple-
ment some key governance reforms
have met with stiff opposition from po-
litical interests keen on preserving the
status quo or pursuing other interests
not for the common good. Resistance
by parliamentarians to entrenchment
within the Constitution of a Special Tri-
bunalto try post-election violence (PEV)
masterminds is a case in point. So too is
the habit by parliamentary and civic leg-
islators mentioned in corruption cases
of activating their political groups and
ethnic communities. Usually aimed at
swaying general public sentiments, this
practice has often undermined due ju-
dicial processes, even if temporarily.

Sluggishness of the legislative process:
Except for the fast tracking of Constitu-
tional amendments to create the cur-
rent Coalition Government, there has
not been a remarkable shift from slow,
reactive to fast, proactive legislating as
was envisaged. Key legislation and ad-
ministrative reforms suggested in Vision
2030 are being implemented in a slow
way prompting one to doubt whether
the vision will be attained. Examples in-
clude consolidation of agricultural pol-
icy reform legislation; adoption of spe-
cial budgeting laws to facilitate high and
“ring fenced” investments; and, simpli-
fication and reduction of taxes to cre-
ate a conducive business environment.
These and other legal processes need
urgent attention.

Lack of comprehensive indicators and
benchmarks: The absence of a compre-
hensive baseline somewhat complicates
an objective review of progress made
under the political pillar. More compli-
cated however, is any attempt to bench-
mark the pace and scope of progress
under the political pillar. In her quest for
high levels of sustained growth, Kenya
has no socially heterogeneous and mul-
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ti-ethnic political “peer” or comparator
among popular democracies. The coun-
try has tried to benchmark with the Ti-
gers of South East Asia whose socio-eco-
nomic profiles are different something
which may complicate attainment of Vi-
sion 2030. This is a challenge that needs
to be properly addressed.

The other lessons from this experience
can be summarised as follows:

e The importance of anchoring re-
form initiatives on national and in-
ternational transitional processes in
order to secure sustainability;

e The necessity of multi-sectoral and
multi-institutional collaboration,
and of systematic and formal struc-
tures to coordinate information
flows;

* The importance of gender integra-
tion processes as well as the need
to focus on the invisible, voiceless,
often forgotten and marginalized
groups e.g. the disabled, orphaned
and vulnerable children, the youth
and the aged;

e Work-planning  helps  improve
project implementation and should
be broadened to ensure an inte-
grated approach by the MDAs; that
governance programmes need to
be properly embedded in the gov-
ernment planning and budgeting
process through the MTEF budget
process; and, that high level poli-
cy infusion and support is critical in
driving governance reforms;

* The importance of integrating and
clarifying the roles of state actors
(such as Parliament) with the roles
of non-state actors, and also to
holding regular stakeholder consul-
tations.
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Implementation,
Monitoring and

Evaluation of the
First MTP




7.0 Overview of the Monitoring
and Evaluation Process

With the launch of the Vision 2030 as a long-
term development blueprint forthe country
in 2008, the government initiated its imple-
mentation through five year Medium Term
Plans (MTP) of which the 2008-2012 is the
first in a series of successive 5 years MTPS.
The successful implementation of the MTPs
requires an effective monitoring and evalu-
ation system which entails a collaboration
of various development stakeholders and
complete involvement, commitment and
uttermost effort.

For leadership and coordination in the im-
plementation of the first MTP, the govern-
ment conceived various issues and players
to be key in spearheading the processes by
addressing or playing different roles. Mon-
itoring the implementation of various pol-
icies programmes and projects was iden-
tified as a key ingredient in governance.
Thus monitoring and Evaluation was rec-
ognised as important for development and
has since 2004 been given increasing prom-
inence in various policy documents. The fol-
lowing were the MTP planned activities and
the achievements in the financial year un-
der review.

7.1 The National Integrated
Monitoring and Evaluation
System

During the ERS era, the National Integrated
Monitoring and Evaluation System (NIMES)
was established under the Monitoring and
Evaluation Directorate in the Ministry of
State for Planning National Development
and Vision 2030. The NIMES objective was
to provide the government with a reliable
mechanism and framework for measuring
the efficiency of government programmes
and the effectiveness of public policy in
achieving its objectives. During the MTP pe-
riod the government was to:
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1. Strengthen institutional framework
to ensure that all programmatic ac-
tivity by the government, civil so-
ciety, the private sector and do-
nor partners, particularly for Vision
2030’'s MTP 2008-2012 are effec-
tively monitored. In addition, the
framework will ensure timely and
corrective action is initiated to mon-
itor the successful implementation
of the Vision 2030 Medium Term
Plan programmes and policies.

2. Receive information from line min-
istries, Parastatals, local authorities,
reform programmes, civil society,
and the private sector and develop-
ment partners through on line sys-
tem on progress made in the imple-
mentation of MTP 2008- 2012.

3. Produce quarterly and Annual
Progress Reports on the implemen-
tation of MTP and be made availa-
ble on the MED website.

4. Regularly review M&E indicators to
fast track the implementation of the
Kenya Vision 2030.

5. Undertake various surveys including
poverty surveys and National inte-
grated household budget survey.

7141

To set the right conditions for M&E in the
country, the government through the MED
proposed to accomplish the following in the
year under review:

Financial Year Target for M&S

1. Finalise a monitoring and evaluation
policy for the country;

2. Develop a national and Sub national re-
porting framework in consultation with
line Ministries, Departments and agen-
cies by preparing national & devolved
level indicators and targets to be moni-
tored and reported on by stakeholders;




3. Finalise the project monitoring stand-
ards;

4. Build capacity of officers in government
on monitoring and evaluation;

5. Review and produce a monitoring and
evaluation end term report on the ERS;

6. Produce a
2009;

7. Disseminate NIMES further at both Na-
tional and Devolved levels.

PER report for the year

7.1.2 Achievements under NIMES

During the year under review, the govern-
ment has accomplished the following;

1. NIMES has been operationalised vide
the National reporting framework and
the Sub- national (District/Devolved)
level reporting framework. A draft M
and E policy has been prepared through
a consultative and participatory proc-
ess;

2. Finalised and printed Guidelines/Stand-
ards for preparation, appraisal, Moni-
toring and Evaluation of development
projects;

3. Finalised, printed and launched Nation-
al Indicators Handbook for reporting.

4. Finalisation and launching of ERS End
Term Review Report;

5. Finalised, printed and launched Public
Expenditure Review Report 2009;

6. Launching of National Integrated Mon-
itoring and Evaluation System (NIMES)
Nationally and some Districts;

7. Production of two District gquarterly
Monitoring and Evaluation reports

7.1.3 Role of Line Ministries and
Government Departments in
M&E

Line Ministries and government Depart-
ments were key in feeding the National level
reporting framework. They were to under-
take the implementation of various flagship
projects identified in the MTP among other
targets which were set in consultation with
stakeholders. Ministries supported by the
CPPMUs were to be responsible for the In-
tegrated Monitoring and Evaluation of all
programs and projects.

During the MTP period, Line ministries were

to:

1. Develop technical as well as other ca-
pacities of line ministries to carry out
Data Collection for input into the NIMES
through the Statistical Capacity Building
Project of Kenya National Bureau of Sta-
tistic (KNBS)

2. Support the CPPMUs responsible for
monitoring projects administered in
various ministries and sectors;

3. Align ministerial and departmental stra-
tegic plans to the MTP;

4, Align the Performance contracts to
closely meet the targets in their strate-
gic plans;

7.1.4 Financial Year Targets M&E
for Ministries

In the period under review, ministries were
to:

1. Set up Ministerial Monitoring and Eval-
uation Committees to act as overall re-
porting bodies for ministries on matters
of M&E while the CPPMUs act as secre-
tary to the committees;

2. Make available MED indicators that
could be monitored for their ministries;
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3. Report on quarterly basis the progress/
achievements made in the implementa-
tion of flagship projects;

4. To train on the operationalisation of
KENINFO database by KNBS;

5. Give the CPPMUs responsibility for
monitoring projects administered in
their various ministries and sectors.

1.5

Significant Achievements
under M&E

The following were accomplished for M&E
in the financial year under review:

1.

71.6

All Ministries formed Ministerial
Monitoring and Evaluation Commit-
tees (DMEC) to coordinate all issues
related to M & E in their Ministries;

Ministries, Departments and oth-
er Government Agencies prepared
second generation Strategic Plans
aligned to the MTP 2008-2012;

All Ministries, Departments and oth-
er Government Agencies prepared
their Indicators and submitted to Di-
rectorate of Monitoring and Evalua-
tion, Ministry of Planning, National
Development and Vision 2030;

Two Quarterly reports were pre-
pared and submitted to MED, high-
lighting the progress in the achieve-
ments of flagship projects;

KNBS, a statistical body established
in the Ministry of Planning opera-
tionalised the KENINFO data base
and trained ministries and other
stake holders on its use.

District/Devolved Level
Reporting and Monitoring

In the District/Devolved level reporting and
monitoring the following were planned for
the MTP:
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A revised DFRD report was to be insti-
tutionalised;

DPMUs and the DMECs were to be
strengthened and integrated more
effectively within NIMES;

The constituency Monitoring and
Evaluation Committees (CMEC) were
to be established according to provi-
sions of the revised DFRD;

The Annual District Monitoring re-
ports to be published.

Financial year Targets for
Districts and Implementation
Achievement

In the year under review, all districts were ex-
pected to:

1.

Prepare their District M&E quar-
terly reports highlighting, achieve-
ments and progress made in the re-
alization of the set targets. This shift
of quarterly reporting was aimed at
early identification and correction
of the off-tracks in the implementa-
tion of various policies, programs and
projects and the encouragement of
consistent planning for development
at the devolved level;

Develop District Development Plans
(DDP); and

Set up or revive District Monitoring
and Evaluation committees DMECs.

The Achievements during the year under re-
view include the following:

1.

District Monitoring and Evaluation
committees (DMECs) were revital-
ized in all the former districts except
for the newly created districts. These
committees are chaired by the Dis-
trict Commissioners and are respon-
sible for coordinating M&E activities
in the Districts, including preparation
of M&E reports;




2. The District Monitoring and Evalu-
ation Committees (DMECs) were
strengthened through training and
provision of computers;

3. All Districts finalised their District
Development Plans that covers the
first MTP period. The Plans have
been launched ready for implemen-
tation;

4. The districts finalised and submit-
ted their first and second quarter
monitoring and Evaluation reports
to MED.

7.2 The National Economic
and Social Council

The National Economic and Social Coun-
cil (NESC) established through the Kenya
Gazette Notice No. 7699 of September 24,
2004 has the primary mandate of advising
the Government on coordinated policies
aimed at promoting economic growth, so-
cial equity and employment creation, and
reducing poverty and inequality. It is also
mandated to offer advice, on request, to
the private sector and civil society, and to
express professional opinion on develop-
ment issues. In carrying out its mandate,
NESC interrogates Government policies for
their effectiveness in achieving econom-
ic and social transformation; engages a di-
verse range of stakeholders, especially pri-
vate and social sector players, for their input
into policy recommendations; and mobilis-
es knowledge and technical resources from
relevant knowledge networks, including re-
search and education institutions.

During the MTP period, the NSEC was ex-
pected to continue playing the advisory role
on all development matters across sectors,
and further provide the important liaison
function and feedback mechanism through
its links with the private sector and civil so-
ciety organisations.

7.2.1 Financial Year Targets
and Summary of NESC’s
Achievements

In the year under review, the council was
expected to:

1. Prepare an advisory report to the
cabinet on the economic perform-
ance of the country;

2. Hold consultative meetings with key
stakeholders on the country’s eco-
nomic development;

3. Hold consultations with the presi-
dent and the prime minister on is-
sues of economic development;

During the period under review the achieve-
ments and progress can be summarised as
follows:

1. Following the formation of the
grand collision government H.E. the
President made changes in the rep-
resentation in NESC by expanding its
membership and terms for a further
three years through appointments
as per gazette notice No. 8436 and
8437 of 12" September 2008. The
following Ministries are therefore
represented by their Ministers: Ag-
riculture, Environment and Mineral
Resources, Energy, Information and
Communication, Roads, Transport,
industrialisation, Nairobi Metropoli-
tan Development, Planning, Nation-
al Development and Vision 2030,
Higher Education, Science and Tech-
nology, Justice, National Cohesion
and Constitutional Affairs and Public
Health and Sanitation. Other mem-
bers include, the Attorney General,
Local Experts, Members from Pri-
vate Sector, Registered Profession-
al Bodies, Labour Unions, Commis-
sion for Higher Education, Farmers
Associations, National Council for

~Science and Technology, Private
¢ Health Care Providers, International
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Experts, The Permanent Secretary,
Secretary to the Cabinet and Head
of the Public Service, Office of the
President and the Governor, Central
Bank of Kenya.

2. NESC made recommendations
aimed at radically transforming the
City of Nairobi into a world Class City
acting as a regional & international-
ly competitive hub for services such
as manufacturing, Financial Servic-
es, Education, and ICT & Back office
services, Health Services, Air, Rail,
Road & Maritime Transportation
Services, and International Organi-
sation etc.

3. NESC also underscored the impor-
tance of Science, Technology and In-
novation (STI) in fast tracking eco-
nomic growth, poverty reduction,
international competitiveness and
the achievement of Millennium De-
velopment Goals (MDGs). This is to
be achieved through substantial re-
orientation of the national develop-
ment policies to integrate STI into
all social and economic production
systems leading to a scientific and
technological transformation of the
economy.

73 The Vision Delivery
Secretariat, the Board and
its Achievements

In an effort to realise the Vision 2030 goals,
Vision Delivery Board (VDB) and Vision De-
livery Secretariat (VDS) were to be estab-
lished as SAGAs operating under the guid-
ance of the Ministry of State for Planning
National Development and Vision 2030. The
Secretariat was to be a Semi-Autonomous
Government Agency (SAGA) with an inde-
pendent board established by way of a legal
notice by the Minister of State for Planning,
National Development and Vision 2030.
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The VDS was to have clear institutional link-
ages with other existing institutions, struc-
tures and organisations both in the public
and private sector.

The role of the VDS is to:

1. Particularly ensure timely imple-
mentation of flagship projects;

2. Establish a Vision Delivery Board to
play a policy making and advisory
role and provide overall leadership,
oversight, guidance, setting of tar-
get, evaluation of results and policy
direction in the implementation of
the Vision 2030 and ensure momen-
tum in the realization of the Vision’s
aspirations;

3. Provide clear institutional linkages
with other existing structures and
organisations both in the public and
private sector.

The role of the VDB on the other hand, is
to provide overall leadership, oversight,
guidance and policy directives in the im-
plementation of the Vision 2030 and suste-
nance of momentum and realization of the
Vision goals and targets. The Board is to be
responsible for setting targets and evalua-
tion of the achieved result. The board mem-
bers to be gazetted by the Minister of State
for Planning, National Development and Vi-
sion2030 and serve for a period of five years
on honorary basis.

The VDS and the VDB were established by
the president under a legal notices No 1386
of 17*" February, 2009 and have undertaken
the following since their establishment:

1. Appointment of a Director-General in
June, 2009;

2. Recruitment of four Directors to work
with the Director-General;

Visiting two benchmarking countries;

4. Commencement of regional Dissemina-
tion of Vision 2030,




5. Undertaken the dissemination of Vision
2030 to key groups and institutions by
engaging different Sector Ministries to
fulfil their various mandates;

6. Operationalised the process of the de-
livery structures for the Vision beyond
the VDS and VDB.

End of Report
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