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Foreword

enya,like the rest of Africa, Kenya recognises that the MDGs offer
Ka great opportunity to address human welfare in the whole world

and especially in the developing world. The adoption of the
Millennium Declaration and the Millennium Development Goals (MDGs)
by the United Nations Assembly in September 2000 was a laudable
initiative by the international community to fight poverty, accelerate
human development, and facilitate the gradual, but more effective
integration of the developing world, especially Africa, into the global
economy. The re-affirmation of the MDGs in subsequent international
conferences was an additional indication of the commitment of the
international community to attack poverty and inequality, and to end the
marginalisation and exclusion of the poor and disadvantaged.

In Africa, the challenges of eradicating poverty, of achieving rapid and
sustainable socio-economic development, and integrating the continent
into the mainstream of the world economy have been increasingly taken
seriously by the top echelon of the African leadership as evidenced by
some of the recent important development initiatives and measures
taken, such as the establishment of the African Union and the adoption
of the New Partnership for Africa’s Development (NEPAD) as the
strategic programme of the Union whose effective implementation would
bolster Africa’s efforts towards meeting the MDGs and hence claiming
the 21° Century for its people.

In recognition of the special needs of Africa for poverty reduction and
accelerated human development, the Millennium Declaration called on
UN Member States to support the consolidation of democracy in Africa
and assist Africans in their struggle for lasting peace, poverty eradication
and sustainable development. These states were to take special
measures to address the challenges of poverty eradication and
sustainable development in Africa, including debt cancellation, improved
market access, enhanced Official Development Assistance (ODA) and
increased flows of Foreign Direct Investment, and transfers of
technology. Africa was to be assisted in building up capacity to tackle the
spread of HIV/AIDS and other infectious diseases. Further measures
were to be put in place to encourage and sustain regional and sub-
regional mechanisms for preventing conflict, promoting political stability
and ensuring a reliable flow of resources for peacekeeping operations on
the continent. Indeed, this recognition and the commitment of the
international community to the special development needs of Africa,
coupled with Africa’s own development initiatives, raised hopes of
achieving the MDGs on the continent by 2015.



However, studies have revealed that while the proportion of people living
in extreme poverty in Africa, excluding North Africa, increased from 44.6
per cent in 1990 to 46.5 per cent in 2001, the world’s developing
countries as a whole experienced a reduction in extreme poverty from
27.9 per cent to 21.3 per cent over the same period. In Kenya, as at
2003, 56 per cent of the population was still living below the poverty line
with a projection that at the current trend, 65.9 per cent of the Kenyan
population would be living below the poverty line by 2015.

On the other hand, Africa experienced positive progress towards
realizing the goal of universal primary education where the net enrolment
rate increased from 54% in 1990 to over 60% in 2002. During this same
period, Kenya recorded a decline in the net enrolment rate from 80% in
1990 to 74% in 2000 mainly due to the cost sharing policy. However, this
situation was reversed when the government introduced a free primary
education policy and at the current trend Kenya is likely to achieve this
goal by the target date. Kenya is likely to achieve the goal on gender
parity by 2015 since the enrolment, retention, completion and
progression rates are almost equal. The trends generally show that
Kenya is capable of achieving the target on primary and secondary
education. However, the main problem is in tertiary institutions where the
ratio of the enrolment of girls to that of boys continues to be low.

For child and maternal mortality goals, current trends indicate that the
majority of African countries are seriously off track in the pursuit of the
achievement of these goals by 2015. In Kenya, there has been a
reduction in infant mortality rate during the period 1960-1990 from more
than 100 deaths per 1,000 live births to about 60 deaths per 1,000 live
births. Unfortunately, this trend reversed for the last decade and infant
mortality increased to reach 71 during 1993-1998. Maternal mortality
stood at 590 deaths per 100,000 live births during the period 1989-1998,
which is still high.

HIV/AIDS is still deepening and spreading poverty in African countries.
The continent accounts for 2.3 million or 74.2% of 3.1 million AIDS
deaths reported in the world in 2004. The global HIV/AIDS prevalence
rate is estimated at 1 per cent while the average for Africa is 8.5 per
cent. In Kenya, the national HIV/AIDS prevalence doubled from 5.1% to
10.4% between 1990 and 1995 and peaked at 13.4% in 2000 before
declining to 10.6% in 2002. The current trend indicates a decline in
HIV/AIDS prevalence due to massive campaign against the scourge.



The target to halve the proportion of Africa’s population without access
to safe drinking water remains a daunting challenge, with about 300
million people or 54% of the continent’s population not currently having
access to safe drinking water. In Kenya access to improved water
sources at a national level was only 48% in 2000.

This glance at MDGs in Africa clearly indicates that Africa has not made
sufficient progress towards meeting the MDGs by the target date of
2015. The Report to the UN Secretary General states that “most
countries in Africa are far off track to achieve most or all of the goals”.
This calls for the continents’ re-examination in terms of the strategies to
put in place to make significant progress towards achieving these goals.
Africa’s development Agenda must, starting now, be made more MDGs-
friendly. The issues of peace and security, and governance as well as
other constraints on Africa’s development have to be urgently and
adequately addressed at the national, regional and continental levels if
Africa is to make progress towards realizing the MDGs. A lasting solution
to the destructive and recurrent conflicts in Africa must be found. It is
encouraging that through AU African leaders have made peace and
security one of its priorities and they, individually and collectively,
between 2000 and 2004, took far-reaching and bold initiatives to
promote peace and security on the continent. These include the
establishment of a continental peace and security architecture,
incorporating the Peace and Security Council of the African Union
(PSC).

Africa also needs to institute measures to realize good governance to rid
herself of unwarranted conflicts and political instability. Most of the
conflicts and political instability which have had disastrous
consequences for poverty eradication and human development have
been largely due to inequitable distribution of national and natural
resources, human rights violation, absence of the rule of law, corruption,
lack of transparency, accountability and responsive institutions, lack of
democracy and a framework for an all inclusive and representative
government.

It is encouraging that most of the African countries through NEPAD and
African Peer Review Mechanism (APRM) have made significant
improvements towards realizing good governance. More important also
is that the African countries which have not ratified the African Union
Convention Against Corruption, which provides for legislative measures
to prevent and punish acts of corruption, non-transparent tendering



procedures, and non-declaration of assets by public officials should do
so. Kenya has so far implemented this.

Africa also needs to focus on social and economic policies that are
effective and directly addressing the MDGs. Central to the achievement
of the MDGs in Africa is the attainment of MDG1, which concerns the
reduction of extreme poverty by 2015. Consequently, African countries
need effective country-based poverty reduction strategies that can
sustain a long-term growth rate of over 7% annually to ensure poverty
reduction and sustainable development.

The financing of the MDGs in Africa still remains a big challenge. As at
end of 2003, only 5 of the 23 OECD largest donors had attained the
target of 0.7% of Gross National Product as Official Development
Assistance. If the donor countries would have delivered on the global
ODA commitment, aid would be US$165 billion a year, which is about
three times the current level and above the current estimates of what is
needed to achieve the MDGs. At the Monterrey Conference, donors
promised an increase of US$18.5 billion per annum in aid yet between
2002 and 2003, aid increased by less than US$2 billion. The Millennium
Declaration also required the international community to support Africa
through increased Foreign Direct Investment, a fairer trading system,
and debt cancellation, yet to date there are no significant improvements
to honour this call.

The achievement of the MDGs requires that the assumptions behind the
MDGs agenda must hold. In this regard, achieving MDGs requires actual
implementation of the commitments. Both parties must live up to the
challenge bestowed upon them during the declaration. It therefore
behoves us, both rich and poor nations, to meet our respective
obligations in the bargain.

If this is done, however far off track Africa could be towards meeting the
MDGs, there is still hope that Africa can meet the goals. Africa is a
wealthy continent. All Africa needs is to put in place MDGs-friendly
policies and programmes as well as adequate donor support and the
continent will deliver on these goals.

Mwai Kibaki, CGH, MP
President of Kenya
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determination at national, regional and global levels to set the world economies,

particularly those of the developing world, on the course of progress. African
countries, Kenya included, subscribed to the Millennium Declaration with a strong
conviction that the future of our societies will be more promising if strong partnerships
are built around mobilizing resources and instituting policy measures to implement the
MDGs. Nationally, regionally and globally, efforts are being made to provide an MDGs-
friendly policy framework because nations have realized that the MDGs are too
important to be allowed to fail anywhere in the world.

! fter decades of social, political and economic difficulties, there is new

Evidence arising from the Needs Assessment Study in Kenya indicates that Kenya has
great potential to meet these goals. Significant progress has been made towards achieving
goals 2 (Achieve Universal Primary Education) and 6 (Combat HIV/AIDS, Malaria and
Other Diseases). As for the rest of the goals, the government will need to scale-up efforts
in order to implement the goals beyond the current pace. This means that the
government will have to meet a number of challenges by 2015 before realizing these
goals. These challenges vary from goal to goal and range from policy and institutional
reforms to increased funding towards the goals. With the current growth of 4.3%, which
is about half of the desired growth of 7% in order to effectively fund the MDGs-related
programmes, the government has a great challenge to formulate sound social, economic
and political policy reforms that can push the economy to grow at this (desired) level.

Similarly, with an annual estimate of US$ 6.1 billion in expenditure to implement MDGs,
it will require serious mobilization of resources and re-orientating the budget to tightly
focus the MDGs programmes. It also requires adequate policy realignment to provide a
conducive policy and institutional framework to implement the MDGs.

However, with the current government’s commitment to the course of pursuing MDGs-
based development agenda, and with the implementation of innovative measures to
address MDGs at all levels, for example through such funds as Local Authority Transfer
Funds (LATF), Constituency Development Fund (CDF) and other constituency-based
funds and the emerging fiscal discipline, there is all the hope that if this is sustained, the
government will meet most, if not all, of these goals by 2015.

Hon. Professor Peter Anyang’ Nyong’o
Minister for Planning and National Development
Government of the Republic of Kenya
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THE MILLENNIUM DEVELOPMENT GOALS

INTRODUCTION

The world’s concern about the human condition in the 21* Century is voiced in the
Millenium Declaration, which calls on governments to put in place actions that
will lead to noticeable improvements in the human condition by 2015. The dream of
making significant differences in human well being by 2015 is given concrete
expression in the Millenium Development Goals (MDGs): a set of quantified and
time-bound targets for reducing poverty by 2015.

The MDGs give governments a common framework for structuring policies and
practices. The framework facilitates speed and efficiency in complying with the
MDG spirit in planning, budgeting and monitoring at the national level. The MDGs
also bring clarity to the shared and individual roles and responsibilities of key actors:
of Governments to achieve or enable the achievement of goals and targets; of the
network of international organizations to marshal their resources and expertise in
the most strategic and efficient way possible to support and sustain the efforts of
partners at the global and country levels; and of citizens, civil society organizations
(CSOs) and the private sector to engage fully in tremendously improving human
conditions by 2015.

The first major MDGs-related activity in Kenya took place in September 2002 when
the first national stakeholders” workshop on the Millennium Development Goals
was held. The workshop led to the establishment of a national MDGs Task Force to
spearhead the MDG campaign and prepare the first status report on MDGs in
Kenya. The MDG Progress Report for Kenya was officially launched in July 2003.
The report cleatly brought to the fore the fact that under the current resource
constraints and policy environment, Kenya is unlikely to achieve the MDGs, even if
the potential exists.

To align policy with the MDGs, the Government set out a three-stage planning
process. First is to conduct a needs assessment that compares the current situation
with MDG targets and identifies the combination of public investments that would
enable the country to achieve the MDGs by 2015. The second stage will involve the
development of a long-term (10-12 year) policy plan for achieving the MDGs. The
third stage will be the review of the medium-term strategies, and specifically the
Economic Recovery Strategy (ERS), to be in line with the MDG-based long-term
plan.
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Kenya fitted well into the needs assessment process when it was selected in 2002 by
the UN Secretary-General to be one of the four African countries to pilot the
implementation of the Millennium Project. [The others are Ghana, Senegal and
Ethiopia]. Consultants were commissioned to undertake needs assessment studies
on hunger, education, gender, child health, maternal health, HIV/AIDS and malaria,
environment, water, energy and slum improvement. This report on the Needs
Assessment and Costing Study is one of the key outputs from this process.

LOOKING AHEAD: CHALLENGES IN ACHIEVING THE MDGs

Kenya’s inter-censual population growth rate declined from 3.9% per annum during
1969-79 to 2.5% during 1989-2000. The country’s population is characterized by
high mortality rates, low and declining life expectancy, increasing fertility rates (from
4.7 children per woman in 1995-1998 to 4.8 in 2000-2003), high infant mortality and
death rates, and declining population growth rates which could be attributed to the
HIV/AIDS pandemic. The population in absolute poverty was estimated at 56% in
2000.

Infant mortality in 2003 was 77 per 1000 live births, while under-five mortality was
115 per 1000 live births. Only 40% of the births are being delivered in a health
facility. Maternal mortality was estimated at 414 per 100,000 live births. Only an
estimated 4% of women sleep under insecticide-treated nets. Marked improvements
wete recorded on HIV/AIDS, with prevalence rate in 2003 being 6.7%, down from
14% reported two years earlier. However, only 15% are visiting VCT centres,
although in some areas the VCT centers have been established up to village level.
About 20,000 HIV/AIDS infected people are using ARV.

In 2003, net enrolment in primary school education increased to 104% from 93% in
2002. The net enrolment for gitls is, however, lower than the overall mean and there
are huge regional disparities, with North Eastern province registering the lowest.

Access to safe water is currently estimated at 89.7% in urban areas and 43.5% in
rural areas, or a national average of about 57%. In addition, about 81% of the
population has access to safe sanitary means, with 94.8% in urban areas and 76.6%
in the rural areas. However, the access to safe water supply and sanitation varies
greatly from region to region and with considerable disparities within regions.

During the 1990s, investments in water resource management declined significantly,
thereby reducing the ability to increase the percentage of the population with access
to potable water. There has also been pressure on environmental goods and services,
especially the forest resources, which threatens the sustainable development of the
counttry.
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Slums are a physical and spatial manifestation of urban poverty and generally
regarded as eyesores and potential areas of insecurity. The rapid growth of urban
centers has been accompanied with myriad challenges whose cumulative effects has
been creation of pockets of urban poverty and general lowering of living standards
among the majority of urban dwellers, most of whom live in slums.

A number of reform measures have been undertaken on the environment sector but
there is no recent data to show that area under forest cover has changed, access to
water and energy services has improved, or life in the slums is now better. However,
there is anecdotal evidence to show that the ongoing reforms are bearing fruit.
These reforms include the ongoing privatisation of water services in Nairobi,
Kisumu, Nakuru, Nyeri, Eldoret and Meru and establishment of water sector
management bodies; the institutional and legal reforms in the energy sector are
leading to more regular power supply; and the National Environmental Management
Authority (NEMA) has designed and is enforcing environmental legislation and
standardization.

Apart from lack of resources, there are a number of issues that the Kenyan society, and the
Government in particular, should focus on, the main ones being governance, security and absorptive
capacity. The IP-ERS' recognized one of the key impediments to economic and social development as
poor economic governance e.g. enforcement of credible contracts, and efficiency and effectiveness of
public administration systems. Other issues include the procurement system, public expenditure
management, and a low absorptive capacity especially of the development budget.

THE MACROECONOMIC SETTING

The Kenyan economy has been characterized by stagnation in economic growth in
the last two decades. Between 1997 and 2002 the economy grew by an annual
average rate of only 1.5%, below the population growth estimated at 2.5% per
annum. The failure to drastically improve the country’s investment and savings
record threatens the recovery effort, since no meaningful growth can take place
without adequate capital accumulation. In the period 2000-2002, the average
domestic savings rate was 13.1%. Public gross fixed capital formation (GFCF) as a
percentage of GDP was 2.01% in 2003. Despite the signs of economic recovery,
the growth of the economy is far below the necessary growth rate of about 7%
needed to support implementation of MDG-related activities within the remaining
decade to 2015.

The core objectives of the NARC Government’s development agenda are to
restore economic growth and reduce poverty through employment and wealth
creation, as articulated in the ERS. The ERS is built around four pillars, namely,
restoration of economic growth within the context of a sustainable
macroeconomic framework, strengthening the institutions of governance,
restoration and expansion of the infrastructure, and investing in the human capital
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of the poor. The ERS has also equity and socio-economic agenda focusing on
reducing inequalities in access to productive resources and basic goods and services.
The other agenda of the economic recovery plan is promotion of sustainable
management of resources on which the very poor depend such as land, water, and
forests. To implement the ERS, an investment programme (IP-ERS) was
formulated taking into account views of development partners, the private sector
and other stakeholders.

The macroeconomic framework emphasises a stable macroeconomic environment
characterized by low inflation, declining fiscal imbalances, declining net domestic
borrowing, and healthy balance of payments. In addition, the IP-ERS called for
policy measures to address the issues of domestic savings and investment,
improving accountability in the use of public resources, and restructuring and
refocusing public spending toward priority activities.

There has been an increase in Government revenue in the recent years, from Kshs.
194,507 in 2001/02 to Kshs 255,087 million in 2003/04. Actual expenditutes rose
from 24.5% of GDP in 2001/02 to an estimated 27.2% of GDP in 2004/05;
recurrent expenditures declined from 21.8% of GDP to 21.3% of GDP with
development expenditure increasing from 2.7% of GDP to 5.9% of GDP over the
same period. Whereas most expenditure components (wages and salaries and
interest payments) have declined over the period, expenditures on pensions
declined from an average of 4.2% of GDP in 2001/02 to 3.8% in 2002/03, before
increasing again to an estimated 4.1% of GDP in 2004/05. Allocations to
operations and maintenance have increased continuously from 5.9% in 2001/02 to
6.5% of GDP in 2004/05.

MDG 1: ERADICATING EXTREME POVERTY AND HUNGER

The main objective of Target 2 of the MDG-1 on Poverty and Hunger MDG is to
reduce the population who suffer from hunger by half by the year 2015. Between
1963 and 1982, agriculture GDP recorded high growth rates of 4% and above per
annum but declined significantly thereafter to reach around 1% in the last one and
half decades. The factors that impacted negatively on agricultural growth included:
() mismanagement of farmer support institutions that affected the areas of
marketing, credit, seeds, and farm inputs; (b) dumping of agricultural commodities,
such as dairy, maize, and sugar in the local market; (c) depreciation of the Kenya
shilling resulted in large increases in the cost of imported agricultural inputs; (d)
reduction in donor support reduced resources available for investment in agriculture;
and (f) decline in budgetary allocation to the agricultural sector.
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The government has formulated two strategy papers relevant to food
security/hunger reduction: the ERS and the Strategy for Revitalization of
Agriculture (SRA) 2004-2014. The SRA estimated annual budget of KShs 13.5
billion (US$ 168.75 million) is based on the traditional activities and budget lines of
the Ministries of Agriculture and Livestock and Fisheries, namely, research,
extension, credit and rural development. It does not address other programmes of
hunger reducing actions envisaged in the Hunger MDG such as school feeding
programmes and food-for-work, hence the need to provide additional resources to
supplement the budget in SRA.

The strategies to increase agricultural productivity include investing in soil health
(mineral fertilizer, organic manure and soil conservation), small-scale water
management (smallholder irrigation, livestock water), improved seed, agricultural
extension (gradually moving away from actual delivery of extension messages to a
supetvisor/ facilitator to other providers), and agricultural research.

The interventions for rural income generation include storage, livestock
(smallholder dairy livestock keepers, and pastoralists), credit and rural financial
services, farmer associations and community-based farmer training centres,
food/cash for work programmes (use of labour intensive methods for development
of infrastructure), and development of smallholder markets (catalysing the formation
of producer and processor groups, market promotion and development e.g.
encouragement of value adding, on-farm storage, and processing).

The nutrition interventions include children under five years, school meals,
pregnant women and lactating mothers, supplemental feeding for vulnerable groups,
elderly people, emergency feeding assistance (to support emergency situations such
as drought, floods, fires and internal displacement), and capacity building for food
security and nutrition (including development of a nutrition policy that is not
embedded in food policy).

To achieve the hunger reduction Goal, the Government will meet the cost of infrastructure, farmer
support services and social welfare programmes; while smallholders will pay for materials and services
directly benefiting them, such as fertilizers, improved seed, Al and credit. Government should ensure
farmer access to inputs and services at affordable rates. Out of the total investment, farmers will pay
$966 million (12%) and the government §7,285 (88%).

MDG 2: ACHIEVING UNIVERSAL PRIMARY EDUCATION

The Millennium Development Goal on education is to ensure that, by 2015, children
everywhere, boys and girls alike, will be able to complete a full course of primary
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schooling. Apart from Universal Primary Education (UPE), Goal 3 aims to eliminate
gender disparity in primary and secondary education by 2005 and at all levels of
education by 2015.

The introduction of FPE in January 2003 has led to significant educational
achievements. Enrolments in public primary schools increased significantly from 5.9
million in 2002 to 6.9 million in 2003; representing a Gross Enrolment Rate (GER)
of 99% (102% gitls; 97% boys). Despite this performance, primary education
continues to experience a number of challenges, such as overstretched facilities,
overcrowding in schools (especially those in urban slums and ASAL areas), high
pupil-teacher ratios, high cost of equipment for children with special needs,
diminished support by communities, gender and regional disparities, increased
number of orphans in and out of school as a result of HIV/AIDS, poor
management, and internal inefficiency that negatively impacts on access, equity and
quality. In addition, most parents are under the impression that it is the
Government’s exclusive responsibility to provide all the necessary resources to
support the primary education sub-sector.

In order to address the above challenges, the Government is already undertaking
certain measures such as providing additional support to low-cost boarding schools
in ASALs; providing special capitation grants for special education; providing
support to NFS institutions offering the primary school curriculum in slum areas;
mobilizing resources from development partners in support of the FPE initiative;
and improving school health and nutrition in collaboration with the Ministry of
Health.

The current heavy investment that is borne, to a large extent, by the Government
alone, calls for a review to ensure collaboration and partnership with other
stakeholders. In view of the large public finances required for basic education,
there is need for increased participation by the private sector in the provision and
expansion of education, particularly at the secondary, TIVET and university levels.

The new programmes proposed are mainly in support of primary level education
aimed at improving quality, equity and access. At the same time, there is need for
support for ECDE and secondary level education in order to respond to the
increased numbers going into primary level from ECDE level and coming from
primary education to secondary. In order to cope with the expected enrolments at
secondary school level due to the FPE initiative, and Government’s policy of
increasing transition rates from primary to secondary, there will be need for
enhanced public funding in secondary education, and for the Government to fund
investments that have previously been the responsibility of the non-government
sectof.
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Other proposed investment programmes will entail investing in crosscutting issues
such as HIV/AIDS, capacity building, quality assurance and standards, ICT, and
monitoting and evaluation. Under HIV/AIDS, the activities will include sensitising
students, teachers and the community and an education support programme for
HIV/AIDS orphans.

MDG 3: GENDER EQUALITY & EMPOWERMENT OF WOMEN

The Millennium Development Declaration commits member countries to promote
gender equality and the empowerment of women as effective ways to combat
poverty, hunger and disease and to stimulate development that is truly sustainable.
The national development framework puts the key pillars as investment in the
agricultural sector and heavy reliance on the private sector within a liberalized
market. Those sectors dominated by women and the poor are at the periphery of the
economy and have meagre investment resources.

Gross gender inequalities persist due to prevailing discriminatory practices, leading
to inequality in opportunities, wage/employment, ownership of property, and access
to education and training. Overall, women continue to have less access to social
services and productive resources than men. Women remain vastly
underrepresented in parliament and local authorities and account for 8.3% of the
seats in the National Assembly. In the recent past, the Government has appointed
women to key positions, but this is still below expectations. There are also large
wage gaps and only a small proportion can be explained by gender differences in
education, work experience or job characteristics.

The success of reproductive health policies was reflected in fertility declines from a
total fertility rate of 8.0 children in 1977 to 4.7 children at the turn of the century.
However, there has been an increase in infant, child and maternal mortality in the
last one and half decades. The earlier gains are being eroded, leading to increased
fertility and reduced life expectancy for both males and females. Other challenges
facing women include:

Box 1.1:Some challenges facing women

e Increasing maternal mortality in the last decade, due to inadequacies and/or
deficiencies in implementation of reproductive healthcare e.g. only about 42%
of pregnant women have births attended to by skilled personnel, and
adolescents and youth lack appropriate information and services to respond
to their reproductive health needs.

e High prevalence of HIV/AIDS and the associated burden on women due to
their multiple roles as mothers, heads of households, as providers of care in
the family, and in the community in general.
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The Government has put in place strategies to address most of the challenges above.
For instance, marked progress has been made in increasing women’s participation
in leadership and decision-making (e.g. in Parliament, the public service including
the judiciary, the police force and the local authorities). The free primary education
programme has also accorded equal educational opportunities to boys and girls,
resulting in almost gender parity in primary school enrolment. The Ministry of
Justice and Constitutional Affairs has included gender in its strategic plan under the
Governance, Justice, Law and Order Sector (GJLOS) Reform Programme to make
the formal justice system more accessible to the poor and women and strengthen
informal/traditional justice system, including removing gender discriminatory
aspects and strengthening linkages and crossover between the two systems. The
National Plan of Action for Elimination of Female Circumcision, launched by the
Ministry of Health, will assist in the implementation of the provision in the
Children’s Act outlawing female genital mutilation (FGM).

A wide range of interventions, coverage targets and costs has been proposed and
fall under the five main categories: (a) social mobilization, awareness creation and
sensitisation; (b) institutional strengthening and programme implementation; (c)
lobbying and advocacy for gender sensitisation; (d) building coalitions and
mobilizing support for policy development, law reform, enactment and
implementation; and (e) research, information, monitoring and reporting. The
strategies for mobilizing necessary resources should focus on increased budgetary
allocations to the Ministry responsible for gender, budgetary allocations in the sector
Ministries towards activities for mainstreaming gender within sectors, and the
balance from international development partners as part of their commitment to the
Millennium Declaration. Most Kenyan households are experiencing abject poverty,
whose prevalence is higher among women, and should not therefore shoulder a big
burden in the implementation of the recommended actions.

MDG 4: REDUCING CHILD MORTALITY
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Goal 4 aims at reducing child mortality and the target is to “reduce by two-thirds,
between 1990 and 2015, the under five mortality rate”. Infant and childhood
mortality declined rapidly in Kenya between the 1970s and the 1990s. But diarrhoea
and the six target infectious diseases are still leading causes of disability and death
among children. Immunization rates slipped in Kenya during the late 1990s.
Children aged 12-23 months receiving full vaccination against vaccine preventable
diseases fell from 65% in 1998 to 60% in 2003. The majority of these deaths result
from five diseases — acute respiratory infections, diarrhoea, measles, malaria, and
malnutrition. To reduce these unnecessary child deaths, the Government
implemented the Integrated Management of Childhood Illnesses (IMCI) strategy,
which combines better management of childhood illness with nutrition,
immunization, maternal health, and other health programmes.

The major challenge in reduction of child mortality is the continued increase in
mortality rates since the 1990s in all regions of the country. There is inequity in
access to health care services while the cost of accessing health care is high especially
tfor the poor. The opportunity is that the Ministry of Health is endeavouring to
strengthen programmes that are currently supporting child health. These include
Kenya Expanded Programme of Immunization (KEPI), Control of Diarrhoeal
Diseases and Acute Respiratory Infections, Nutrition, STI/HIV/AIDS, and Malatia.

Effective low cost interventions available can prevent at least 2/3 of child deaths.
Some of these interventions are preventive such as breastfeeding, use of insecticide-
treated materials, complementary feeding, zinc and vitamin A supplementation,
improved delivery procedures, and immunization. The curative aspects include
treatments such as oral rehydration therapy, antibiotics for sepsis and pneumonia,
anti-malarials and newborn resuscitation. In addition, lack of improvement in child
health indicators may be attributed to the risk of mother-to-child HIV transmission
coupled with other contextual HIV/AIDS and poverty synergies. The key child
health service is therefore to scale up IMCI to cover all areas.

The costing package comprises seven different components: maternal health, child
health, HIV/AIDs prevention and care, malaria prevention and care, TB treatment,
and the health systems. The total cost for intervention and treatment for children in
the period 2005-2015 is approximately US$ 274,698,176 (includes intervention,
treatment and personnel costs). These costs however exclude the rehabilitation of
the facility structures and construction of new ones, research and training. The
interventions for both maternal and child health are essential and should not be
financed by user fees as this discourages the poor from accessing the required
setvices. The investments must therefore come from the public spending and/or
other donor funding.

MDG 5: IMPROVING MATERNAL HEALTH
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Target 6 of the Millennium Development Goal 5 states that a three quarter
reduction in maternal deaths should be achieved by 2015. The measurement for
this reduction is the maternal mortality ratio and the proportion of births attended
to by skilled health personnel.

It is estimated that maternal mortality per 100,000 was 414 in 2003. Approximately
14,700 women of reproductive age die each year due to pregnancy-related
complications; while between 294,000 and 441,000 sutfer from disabilities caused by
complications during pregnancy and childbirth.

There is need to address challenges related to direct obstetric causes of maternal
mortality such as haemorrhage, sepsis, complications arising from unsafe abortion,
eclampsia, etc and indirect obstetric causes such as malaria, anaemia, TB and
HIV/AIDS. Maternal deaths can also be prevented with existing health knowledge
and technology. Women and their families and communities need to be able to
recognize the symptoms of complications and have access to medical care when
complications arise.

Addressing the needs of the adolescents will be quite challenging since majority of
the cases arise from this group. Adolescent mothers have more elevated risk to
experience premature labour, miscarriage and still birth and are four times more
likely to die from pregnancy-related causes. Programmes therefore need to also pay
attention to reproductive services to young people. Key targets are providing
education, stopping FGM, and promoting education and communications about the
benefits of delaying onset of marriage and childbirth.

Gender roles significantly affect maternity care. When complications of pregnancy
and childbirth develop, women are often not able to make decisions about their care.
This places male family and other community members as decision makers. In
addition, increased medical coverage of deliveries, through additional skilled staff
and service points, are basic requirements for improving delivery care. Reliable
supply lines and staff retraining programmes are also critical. There is also need to
improve post-abortion care.

The required cost between 2005 and 2010 would be US$ 36,167,263. There is need
for more accelerated investment in the initial years so as to meet the target.

MDG 6: COMBATING HIV/AIDS, MALARIA AND OTHER
DISEASES
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Tuberculosis, HIV/AIDS and malaria are the leading causes of morbidity and
mortality in Kenya. The three diseases also have a disproportionate impact on
women and children. For women, this is mainly due to underlying socio-cultural
factors such as the burden of household responsibilities they have to bear, including
care for the sick.

PART 1: HIV/AIDS

The target is to have halted by 2015 and began to reverse the spread of HIV/ AIDS.
According to National AIDS Control Council, there are more than 3 million people
currently infected with HIV/AIDS; and more than 2 million have so far died of
AIDS-related complications, leaving behind over 1.5 million orphans. Several
millions of children are living with parents who are ill, often becoming the primary
care givers for their parents, young siblings and other dependants. Over 60% of
those infected live in the rural areas where the socio-economic conditions are
worsening due to poverty and unemployment. This has strained the already
inadequate and ill-equipped health facilities with over 50% of public hospital beds
being occupied by patients with HIV/AIDS related infections.

Kenya launched a National HIV/AIDS Strategic Plan 2000-2005 in December 2000,
mainly focusing on behaviour change. The establishment of the National Aids
Control Council (NACC) in the Office of the President and NASCOP in Ministry
of Health provided the national institutional framework for liaison and coordination
of activities to combat HIV/AIDS. The establishment of Constituency HIV/AIDS
Committees has added yet another layer in the fight against the pandemic.

For the health sector to effectively respond to the pandemic there is need for more
resources to be channelled to innovative interventions such as expanding eatly
diagnosis and including counselling on behaviour change to reduce the spread of
HIV. Though most people in Kenya are aware of the nature and transmission of
HIV/AIDS, the challenge has been to translate this awareness into preventive
behaviour among the sexually active and high-risk populations.

The needs assessment include prevention, care and treatment, and orphan support.
The prevention interventions include youth intervention, public sector condom
provision, condom social marketing, mass media coverage, blood safety, safe
injections, STI management, voluntary counselling and testing, prevention of
mother to child transmission, universal precautions (health facilities and personnel),
orphan care and support, and policy/administration/research/M&E. The vatiables
for care and treatment model are care, palliative care, diagnostic testing, treatment of
opportunistic diseases, prophylaxis for opportunistic infections, laboratory tests for
ARV therapy, antiretroviral therapy, training, and nutritional support.
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The total cost is estimated to be about US$ 7,823,481,000. Out of this 71% goes to
provision of Care and Treatment while the rest (29%) goes to Prevention of
HIV/AIDS. More than half (54%) of the resoutces required for Care and Treatment
goes to provision of antiretroviral drugs while 23% is taken up by laboratory tests.
Laboratories should also be provided and equipped with the necessary equipments
to monitor the patients on ARVs treatment. The costs of prevention include youth
programmes in secondary and primary schools, and training of teachers; and youth
programmes to encourage behavioural change.

PART 2: MALARIA

Out of Kenya’s population of over 30 million, 70% (20 million people) live in
malaria prone areas and are at risk of infection. Each year, an estimated 6,000
pregnant women suffer from malaria-associated anaemia, 4,000 babies are born with
low birth weight as a result of maternal anaemia and 34,000 children below the age
of five years die from malaria.

The overall goal of the National Malaria Strategy (NMS) is to reduce the level of
malaria infection and consequent deaths in Kenya by 30% of the current levels
(2001) by the year 2006 and to sustain that improved level of control to 2010. Four
strategic approaches outlined in the NMS, including the use of insecticide-treated
nets by at-risk communities, are consistent with MDG targets. These are further
refined by the target of 60% of the at-risk population will sleep under nets and at
least 50% of these nets will be regularly treated with insecticides.

The Kenya Government adopted the Roll-Back Malaria (RBM) strategies for its
burden of disease. These strategies are clinical management by providing effective
and prompt treatment of cases; management of malaria and anaemia in pregnancy;
vector control using insecticide-treated nets and other methods; and epidemic
preparedness and response. If there is consistent achievement of targets for 2006
and 2010 as intended, the chances for meeting the malaria target for 2015 remain
high. It is envisaged therefore that scaling up of current activities will be of great
importance.

Government policy with regard to pregnant women living in malaria prone areas is
to ensure access to: (a) two free SP treatment doses, one in the second trimester of
pregnancy, one in the third trimester, or other prophylactic drug regimen which may
evolve; and (b) effective community-based communication to encourage prompt
treatment for fever.

The Global Fund for HIV/AIDS, TB and Malaria control has tentatively approved
the 4" round application for Kenya, which includes the distribution of over 3 million
Long Lasting Impregnated Nets (LLINs) as part of an integrated immunization
campaign beginning August 2005. To tackle the problem of low re-treatment rates,
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LLINS will be introduced in order to achieve meaningful reduction in malaria
morbidity and mortality in Kenya. The campaign combines increased coverage of
ITNs and measles campaign.

Malaria costing has been calculated based on the Global Fund Model (in addition
the August 2005 integrated campaign cost projections have been added). The
resource requirements for scaling up I'TNs are projected to increase from US$
21,682,078 in 2005, 25,135,473 in 2010, and 28,963,453 in 2015. The cost of carrying
out the integrated campaign in August 2005 is estimated at US$ 17,083,629.81,
distributed between purchase of ITNs for distribution to selected districts
(15,033,266.83), distribution of ITNs/logistics (1,670,362.98), monitoring and
evaluation of I'TN coverage and use (320,000.00), and social mobilization and IEC
materials (60,000.00). This cost is part of the overall ITN requirements.

PART 3: TUBERCULOSIS

Kenya is experiencing a generalized TB epidemic that still affects the young
economically productive age groups (15-44 year age group). In recent times, TB
cases have more than doubled, mainly due to the impact of the HIV/AIDS
pandemic. In 2003, a total 96,000 TB cases of all forms were notified compared to
82,000 in the previous year.

The Millennium Development Goal for tuberculosis relate to reduction in
prevalence and death rates associated with tuberculosis. One way of doing this is
through targeting TB patients co-infected with HIV to have increased access to
ARVs. Such efforts should also seek to improve case detection and treatment
success rates for infectious TB cases through Directly Observed Treatment Short
Course (DOTS) and expansion initiatives such as decentralization of TB services
including community TB care.

The Ministry of Health is implementing internationally recommended TB DOTS
Strategy for TB control countrywide. It is also actively pursuing the
WHO/UNAIDS “3 by 5” Initiative to contribute to reducing HIV/AIDS related
morbidity and mortality. The bulk of TB control services are provided through the
public sector. The Ministry of Health has continued to provide most of the
resources including approximately 25% of all anti-TB drugs. Overall, the TB control
strategies appear consistent with the target of the MDGs. With these initiatives in
place, the concern is not whether the country has the framework necessary for
putting in motion activities that will meet the MDG targets for TB but rather the
availability of necessary resources and logistics to translate intention to action.

The cost for TB interventions includes human resources, infrastructure and

equipment, training, commodities and products, planning and administration, and
monitoring and evaluation. The resource requirements for ARVs are under
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HIV/AIDS, although availability of ARVs is likely to reduce the risk of contracting
opportunistic infections like TB. Based on these interventions, assumptions have
been made that initially the cost will be high but will decrease after 2010 due to
increased awareness coverage and availability of drugs.

The Ministry of Health has, through the NLTP, a current medium term strategic
plan for TB that is being implemented. The Global Fund has provided additional
funds that complement the funds from the government and other partners thereby
substantially improving the financing to control TB in Kenya. New funding
(including to finance gaps identified after eatlier rounds) is being negotiated from
Global Fund to allow scaling up of activities countrywide to include hard to reach
districts. The projected funding requirements for HIV/AIDS are US$ 6,684,981,000,
415,024,447 for malaria, and 55,404,979 for tuberculosis.

PART 4: STRENGTHENING SERVICE DELIVERY SYSTEMS

The MDGs do not specifically deal with strengthening of health systems. Yet past
experience with development programmes in the health sector shows that while it is
technically possible to deliver interventions vertically, the successful scale-up and
utilization of a broad range of health interventions requires a functioning health
system. The main components of a functioning health system include health human
resources (including clinical and administrative staff) and infrastructure; and
management capacity in the system.

The country has a total of 4,421 health facilities (500 hospitals, 611 health centers
and 3,310 sub-centers/dispensaties). Of these facilities, the government is the largest
provider of health care. This means that each health facility serves 6,887 people,
while the hospital to population ratio is 1:60,000. There are 57,208 registered
medical personnel. The ratio of medical personnel to 100,000 people is 188.2. Only
25% of Kenyans have access to health facilities within 8 kilometres. Health
expenditure in rural areas account for 30% of the government spending on health
while urban areas account for 70%, yet only 20% of Kenyans live in urban areas.

Quality of care is low particularly in government-run facilities because of lack of
supplies/stocks. The government’s annual budget for health is approximately KShs
24.4 billion of which about 10% is spent on drugs. Government per capita
expenditure on health care declined in real terms from US $10 in the 1980s to
around US$ 3 in 2003/2004. The utilization of the health facilities is low probably
due to high cost of health care coupled with poverty and the effect of user fees.

MDG 7: ENSURING ENVIRONMENTAL SUSTAINABILITY

Goal 7 of the MDGs on ensuring environmental sustainability has two components:
to integrate principles of sustainable development into country policies and

32



programmes, and to reverse the loss of environmental resources. While the first
component can be addressed by an intervention on policy and legislation, the second
component entails several interventions that target root causes. For example, two
broad root causes responsible for loss of environmental resources are those related
to population and its over-exploitation of resources; and those related to
irresponsible behaviour that result in discharge of pollutants into the environment.
In order to address the root causes responsible for loss of environmental resources,
Target 9 must be implemented in concert to existing synergies with the other MDG
Goals and Targets.

Interventions and their targets are organized around five thematic problem areas:
developing a participatory national environment framework, fisheries and other
aquatic ecosystems, forests and other terrestrial ecosystems, wildlife, and community
actions in market-based development.

The interventions under the National Environment Framework include putting in
place an effective policy and legal framework for the conservation and management
of the environment and natural resources; developing a national environmental
accounting and valuation system with a view to integrating environmental
considerations with the national planning process; and environmental management
and enforcement of guidelines, regulations and standards.

The interventions on fisheries target the environmental aspects of fisheries and
aquatic ecosystems (fresh water inland lakes, river systems, wetlands and the Indian
Ocean). The four sets of interventions include ensuring sustainable utilization of
aquatic products; monitoring of pollution and restocking depleted lakes and rivers
with fish; active and positive community participation in the management and
conservation of Kenya’s fisheries and other aquatic ecosystems; and to restore the
biological functions of degraded fisheries and other aquatic ecosystems.

To forestall land degradation, there is need for communities themselves to bear the
establishment and management costs, while the Forest Department’s (FD’s) role will
be to facilitate and support development and effective and efficient functioning of
markets for on-farm wood and non-wood products. This is also closely related to
interventions on promoting on-farm tree establishment and management, and
forests and other terrestrial ecosystems (management and conservation of
indigenous forests, forest plantations, forest research and wildlife management
beyond ministerial and departmental boundaries).

The needs assessment is comprised of two types of interventions: those whose cost
and implementation is to be met by the private sector, and those whose
implementation resources are sought. A gross total of KShs 138.9 billion is needed
for the period 2005-15, which distributed equally result in an annual investment of
KShs 7 billion starting 2005 and peaking to KShs 11.3 billion in 2015.
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Although the budgeted resources are large, some of the interventions will not
require financing from the central government, for example, on-farm tree planting.
More than 50% of the budgeted resources will come from the communities (in the
case of on-farm tree planting), private sector, civil society, development partners,
and an innovative arrangement that will see the Ministries commit resources for
environmental sustainability.

PART 1: WATER AND SANITATION SERVICES

A target for Millennium Development Goal 7 on environmental sustainability is “to
halve by 2015 the proportion of people without sustainable access to safe drinking
water and sanitation services”. Access to safe water is currently estimated at 89.7%
in urban areas and 43.5% in rural areas, or a national average of about 57%. In
addition, about 81% of the population has access to safe sanitary means, with 94.8%
in urban areas and 76.6% in the rural areas. However, access to safe water supply
and sanitation varies greatly from region to region and with considerable disparities
within regions. To achieve the MDGs in the water and sanitation sector, the people
without access to safe water and improved sanitation need to be halved, which
translates to 80% nationwide coverage of safe water supply (urban 96% and rural
66%) and 96% coverage of improved sanitation (urban 96% and rural 89%).

The interventions adopted from the Millennium Project Model include (a) water
supply access through household connections, public stand posts, boreholes with
hand pumps, rainwater collection (roof catchments), and protected dug wells; and
(b) sanitation access through conventional sewerage, septic tank, pour flush toilet,
ventilated improved pit latrine, and improved pit latrine. In addition to the MDG
generic interventions, the country interventions proposed include capacity building
at Kenya Water Institute (KEWI), operationalization of water sector institutional
reforms, catchments conservation and management, flood mitigation and
management, increase of freshwater storage capacity, strengthening of hydrological
monitoring network, ASAL development and land reclamation, water for food
production (irrigation), and public awareness campaigns on efficient water use,
catchments conservation and sanitation.

It has been estimated that the country needs KShs 236.878 billion (US$ 3.0 billion)
by 2015 to meet the MDG for provision of water and sanitation services. This
estimate has been generated from the MDG Model with the generic interventions
adopted for the country (KShs. 65.33 billion) and the country-specific
interventions amounting to KShs 171.548 billion. The average annual investment
on the MDG Model interventions during 2005-2015 will be about KSh. 5.94
billion.

PART 2: LIVING CONDITIONS FOR SLUM DWELLERS
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Goal 7, Target 11, sets to achieve significant improvements in the lives of slum
dwellers while deterring new slum formation. The process of urbanization in Kenya
is still an evolving phenomenon. However, it has proceeded at a tremendous pace
over the past four decades, especially after political independence in 1963. By 1999,
the proportion of the urban population had increased to 34.5%, and is expected to
increase to 50% by the year 2015.

The evolution of policies and interventions dealing with informal settlements in
Kenya fits in four stages, namely: provision of minimum services, extension of
tenure security and physical upgrading, recognition of the legitimate role of low
income settlers and other stakeholders in urban development, and lately the
formulation of a comprehensive national slum upgrading programme under the
Kenya Slum Upgrading Programme (KENSUP).

The Upgrading entails causing systematic improvement of living and working
conditions for people in slums and informal settlements with minimal displacement.
It involves securing land tenure, rehabilitation of existing housing structures,
development of housing where necessary, planning and provision of social and
physical infrastructure, and improving livelihoods through income generating
activities. Due to acute prevalence of the HIV/AIDS, addressing the pandemic is
also a crucial element in the settlement improvement process. Initially the
programme is to cover the towns of Nairobi, Mombasa, Kisumu and Mavoko, and
generally will entail participatory planning and implementation.

The National Housing Policy proposes the facilitation by the Government of the
delivery of 150,000 housing units per year for the next five years in order to
adequately address the acute shortage of housing in urban areas. The quality of a
turther 300,000 housing units will be improved annually to address poor housing
conditions in the rural areas.

Out of the 150,000 units in urban areas, 45,000 (30%) may be met under the
upgrading of slums and informal settlements. The new household formations
between 2005 and 2015 are estimated at 615,288, or about 60,000 per annum. When
this is added to the 150,000 housing required to clear the current backlog, the
aggregate housing need for urban housing over the next 10 years is 210,000 housing
units annually. Given the 30% target set in the National Housing Development
Programme, the annual requirements for slum upgrading is 63,000 per year. The
estimated average cost per housing unit during 2005-2015 is KSh 340,575, taking

into account inflation.

PART 3: THE ENERGY SECTOR
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The MDGs cannot be achieved without provision of sustainable, affordable and
appropriate energy at all times. Indeed, supply of adequate and affordable types of
energy for growth and development is the central theme of the Government’s
energy policy. The proposed interventions include biomass energy (fuel wood
supply strategies, charcoal conservation strategies mainly through improved
cookstoves), petroleum products, electricity, promoting mini-hydros, biogas, and
institution strengthening to promote sustainable energy supply (coordination of
different authorities on energy, energy research and development).

Total energy investment amounts to Ksh 771,586.8 million over the 10-year period.
However, the model presented for the MDGs is not adequate for analysing energy
requirements as it is not responsive to key variables in assessing energy needs e.g.
agro-ecological zones particularly in the use of biomass, the proportion of people
using particular energy, and the mix of energy used by households under varying
income levels and season of the year. It is therefore recommended that a model
capturing all the major energy types, biomass, electricity and petroleum products be
developed urgently for local use and applied for future planning.

MDG 8: GLOBAL PARTNERSHIPS AND OTHER REQUIREMENTS

There are some thematic areas that did not form part of the needs assessment
studies under the MDG project, but are important and constitute the framework
crucial to the achievement of the Millennium Development Goals. Broadly, they
include infrastructure, service delivery mechanisms and governance (especially public
expenditure management), science and technology, trade and industry, the
international trade and aid environment, and security.

Kenya has a large road network of about 195,000 km long, about 6% of which is
paved. A significant part of the network has fallen into disrepair and neglect during
the past decade. Funding for the maintenance of classified road network has been
through the Road Maintenance Levy Fund (RMFL) and Roads 2000 programme,
which has been inadequate. About 150,000 km of road would require upgrading or
reconstruction annually until the entire network is in a maintainable condition.

The ERS estimates that about KShs 19 billion is required to reduce the share of
classified roads in poor condition from 43% to 20%. This is equivalent to KShs 220
billion over the period 2005-2015, which is a conservative estimate based on current
budget constraints. Additional funding would be desirable to upgrade heavily
trafficked unpaved roads. Other measures the government is taking include updating
the roads design manual to include the latest technology in both design and
construction. This can be applied in, for example, the recently proposed concrete
pavement construction, which is more durable and less costly to maintain.
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It is estimated that the road sector requires at least KShs 45 billion to rehabilitate
classified roads to maintainable standards. It is only after that state has been
achieved that about KShs 9.4 billion may be sufficient for normal maintenance.
Capital investments are estimated at least KShs 19 billion per annum. The rail
transport requires KShs 18 billion to rehabilitate the system countrywide, while
KShs 1.7 billion is required annually to rehabilitate airports and improve their
security systems. The improvement and maintenance of maritime transport is
estimated to cost Kshs 3 billion per annum. The construction and rehabilitation of
jetties at the Kenyan coast and inland lakes is estimated to cost KShs 1.7 billion.

The expansion of the information and telecommunication services that includes e-
government and other priority projects is estimated to cost KShs 8 billion annually
while the improvement of the weather monitoring capabilities and eatly warning
systems will cost KShs 7 billion per year. Trade, tourism and industry activities are
likely to cost KShs 8.5 billion annually.

The Government enacted two major pieces of anti-corruption legislation: The Anti-
Corruption and Economic Crimes Act, 2003 and the Public Officer Ethics Act,
2003. The Public Audit Act, 2003, has been enacted, while other instruments such as
the Public Procurement and Disposal Bill, 2003, the Privatization Bill, 2004, and the
Government Financial Management Bill, 2003 are at various stages of debate in
Parliament.

The Government launched a "Strategy for Performance Improvement in the Public
Service", in April 2002. The objective of this reform area is to introduce Results
Oriented Management (ROM) in the public service with an aim of improving
quality, efficiency and effectiveness of services and performance on a continuous
basis. This involves undertaking service delivery surveys in ministries/departments;
developing service delivery standards, benchmarks and charters; introducing annual
work plans, and work improvement teams; reviewing staff performance appraisal;
and introducing merit-based promotion and performance contracts in the public
service.

Other measures have included the establishment control and management of the
payroll, introduction of information technology in the public service, and
decentralization. In an effort to control and arrest payroll fraud, the Government
has developed the Integrated Payroll and Personnel Database IPPD) system. There
have also been measures to deepen fiscal decentralization.

In addition, changes to the Patliament’s Standing Orders made in 1997 established departmental
committees, and required that these committees review legislation. By 2001, the initiative for policy change
had shifted to Parliament’s committees. These Committees are playing an increasing role in instilling
discipline in the management of public affairs, and have the capacity to prevent mismanagement of public
funds before it happens and thus are useful in the fight against corruption.
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SUMMARY OF PROPOSED INTERVENTIONS AND THEIR ESTIMATED
COSTS

Table 1: Summary of costs of achieving the millennium development goals
(us$ million)
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INTRODUCTION

1.1 Kenya and Its
People

1.1.1 Geography
Kenya is situated in the
Eastern part of the African
continent. The country lies
between 5 degrees north
and 5 degrees south latitude
and between 24 and 31
degrees east longitude. It is
almost bisected by the
equator.  Ethiopia  and
Sudan border it to the
North; Uganda to the West;
Tanzania to the South;
Somalia to the northeast;
and Indian Ocean to the
southeast. The coastline is
about 536 kilometres.

The total land area is about
582,650 km® of which
569,250 km® constitutes dry land while water takes the rest of about 13,400 km®.
Approximately 80% of the land area is arid or semi-arid, and only 20% is arable.

The country has diverse physical features, which are a major source of tourist
attraction. These include: vast plains which are home to world famous game parks
and reserves; the Great Rift Valley, which runs north to south and whose floor has
provided potential for geothermal power generation; Mount Kenya, the second
highest mountain in Africa at about 5,199m above sea level; Lake Victoria, the
largest freshwater lake on the continent supporting a major fishing industry in the
East Africa region; Lake Nakuru, a major tourist attraction because of its flamingos;
Lake Magadi, famous for its soda ash; and a number of major rivers, including
Sondu-Miriu, Tana and Athi, which generate the hydropower resources of the
country; Yala, Nzoia and Mara, the major feeders into Lake Victoria.

The disparity in rainfall amounts and distribution has a significant effect on the

country’s capacity for economic production. Many parts of the country cannot
produce adequate food from rain-fed agriculture, and are therefore exposed to
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frequent hunger. The arid and semi-arid lands depend mainly on livestock
production; which is frequently adversely affected by drought.

1.1.2 Demographic and Poverty Situation

Currently, the country’s population is about 32 million people, 75-80% of whom live
in the rural areas. The population distribution varies from 230 persons per km” in
high potential areas to 3 persons per km” in arid areas. Only about 20% consists of
high to medium potential agricultural land, and supports 80% of the population. The
remaining 20% of the population lives in the 80% of the land, which is arid and
semi-arid.

Kenya is faced with a high dependency burden, with over 50% of the population
below 15 years of age. This has resulted in high dependence ratios placing high
demands on social services such as primary education and health care. However, the
inter-censal population growth rate declined from 3.9% per annum during 1969-79
to 2.9% during 1989-99. The country’s population is characterized by high mortality
rates, low and declining life expectancy, slightly increased fertility rates (from 4.7
children per woman in 1995-1998 to 4.8 in 2000-2003), high infant mortality and
death rates, and declining population growth rates (which could be attributed to the
HIV/AIDS pandemic). All these reflect the enormous challenges to be expected in
achieving the MDGs.

The population in absolute poverty was estimated to be 44.7% in 1992, 52% in
1997, and 56% by 2002.

1.1.3 Political Governance

For administration purposes, the country is divided into eight provinces, namely,
Central, Coast, Eastern, Nairobi, North Eastern, Nyanza, Rift Valley and Western.
These provinces are further sub-divided into districts and divisions. The country has
one national assembly with 210 elected and 12 nominated Members of Parliament

(MDs).

Kenya has an active multi-party democracy with a growing number of political
pressure groups in the areas of human rights Jabour unions and religious groups,
non-governmental organizations(NGOs) and international organizations, among
others. The challenge is to translate this political space into a positive environment
that would contribute to human development.

1.2 Macroeconomic Situation

42



1.2.1 Introduction

The Kenyan economy has been characterized by stagnation in economic growth in
the last two decades. Between 1997 and 2002 the economy grew by an annual
average rate of only 1.5%, below the population growth estimated at 2.5% per
annum, thus leading to a decline in per capita incomes. Among the key reasons for
the economic decline:

Box.1.1: Reasons for Kenya’s economic decline

e Weak implementation capacity in the public service leading to a completion rate

as low as 3% for major development projects;

Low levels of donor inflows such that between 1997 and 2003, the annual per
capita average was US $ 0.75, compared to Sub-Saharan Africa ODA average of
US$ 20. Declining ODA was occasioned by donor perceptions that Kenya was a
reluctant reformer and that the governance situation was worsening. This decline
in ODA levels seriously affected the pace of development in the country, as the
development budget was highly dependent on external support;

Exogenous shocks, including droughts and deteriorating external environment. In
2000 and 2004, Kenya suffered severe droughts and famine that hampered the
performance of the productive sectors, particularly agriculture and
manufacturing. Due to the decline in food production, budgetary resources were
diverted to famine relief, thus interrupting the development momentum. Another
external shock that has affected the country, like most other developing
countries, is deterioration in the terms of trade, which is as a result of falling
international prices of primary exports, while prices of imported raw materials
and machinery increased. Kenya’s terms of trade worsened by 21% in the last
seven years;

Poor governance and perceived weak commitment to the reform agenda led to
the loss of business and investor confidence, which led to low private sector

The decline in economic growth coupled with increasing inequality in the
distribution of income has led to a rise in poverty levels such that currently about
17 million Kenyans or 57% of the population live below the poverty line. With
500,000 job seekers entering the job market every year, while only about 80,000
formal sector jobs have been created in the last six years, unemployment rates
continue to rise. The NARC Government’s Economic Recovery Strategy (ERS) is
built around four pillars, namely, restoration of economic growth within the
context of a sustainable macroeconomic framework, strengthening the institutions
of governance, restoration and expansion of the infrastructure, and investing in the
human capital of the poor. To implement the ERS, an investment programme (IP-
ERS) was formulated taking into account views of development partners, the
private sector and other stakeholders.
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1.2.2 Real Economy Developments

The macroeconomic framework articulated in the IP-ERS emphasises a stable
macroeconomic environment characterized by low inflation, declining fiscal
imbalances, declining net domestic borrowing, and healthy balance of payments. In
addition, the IP-ERS called for policy measures to address the issues of domestic
savings and investment, improving accountability in the use of public resources,
and restructuring and refocusing public spending toward priority activities.

The first implementation year of the ERS was 2003 while June 2005 will represent
the halfway point of the 5-year programme. The year 2005 therefore in many ways
represents the critical year for implementation of the ERS and stocktaking of initial
achievements. Table 1.1 presents the major macroeconomic targets of the IP-ERS
for the period 2003 to 2005.

Table 1.1: Key macroeconomic targets in the ip-ers for 2003-2005

Source: IP-EERS' Progress Report, Economic Survey 2005

The key issues emerging from the above table include:

Box 1.2:Issues in [P-ERS’ macroeconomic targets

* The IP-ERS envisioned economic growth rising from 1.1% in 2002 to 3.7% in
2005, hence year-on-year growth needs to rise by at least 1 percentage point per
year;

* Rapid improvement in both investments and savings are essential for ensuring
the growth remains sustainable;

= Export growth need to be fairly rapid to ensure the balance of payments remain
sustainable; and Inflation is to be maintained at low levels, hence the
importance of macroeconomic stability.

1.2.3 Trends in Budgetary Performance 2001/02 — 2003/04

Revenues: Total government revenue has been increasing over the years. During
the fiscal years 2001/02 to 2003/04, total revenue collected was Kshs. 194,507,
210,750, and 255,087 million, respectively. The Government revenue for
2003/2004 was above the target by Kshs. 13,122 million, mainly due to improved
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revenue collection measures. Ordinary revenue collection amounted to Kshs.
226,478 million against a target of Kshs. 215,534 million, resulting in an over
collection of Kshs. 10,944 million. Notable improvements were in Import Duty,
Income Tax, Vat, and other Revenues. However Excise Duty and Investment
Revenue collection were below the target during the period under review.
Estimates of revenues and grants over 2001/02 to 2004/05 are provided in Table
1.2.

Table 1.2: Revenue and grants, 2001/02 - 2004/05

*Provisional figures
** 2004/05 Budget Estimates

Expenditure: Actual expenditures rose from 24.5% of GDP in 2001/02 to an
estimated 27.2% of GDP in 2004/05; recurrent expenditures declined from 21.8%
of GDP to 21.3% of GDP with development expenditure increasing from 2.7% of
GDP to 5.9% of GDP over the same period. This indicates that the much needed
expenditure restructuring has begun. However, recurrent expenditures have
remained high. Whereas most expenditure components (wages and salaries and
interest payments) have declined over the period, expenditures on pensions have
been rising. Expenditures on pensions declined from an average of 4.2% of GDP
in 2001/02 to 3.8% in 2002/03, before increasing again to an estimated 4.1% of
GDP in 2004/05. Allocations to operations and maintenance have increased
continuously from 5.9% of GDP in 2001/02 to 6.5% of GDP in 2004/05.

Development expenditure as proportion of total expenditures increased from
11.5% in 2001/02 to 21.9% in 2004/05, implying that the ratio of recurrent to
total expenditures declined from 88.95% to 78.24%. Notably, expenditures on
wages and salaries declined from 34.4% to 29.3% of total expenditures over the

same period. Table 1.3 summarises the expenditures for the financial years
2001/2002 to 2004/2005.

Table 1.3: Expenditures(including the payment) 2001/02 - 2004/05
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The total Government Expenditure and Net Lending for the 2003/04 financial
year was Kshs. 282,187 million, against a target of Kshs. 309,440 million. This was
below the target by Kshs. 27,253 million and is mainly attributed to low
disbursement of external funds especially those meant for capital-related
expenditures. Recurrent expenditure amounted to Kshs. 244,476 million against a
target of Kshs. 253,897 million. This shortfall was mainly due to low expenditures
recorded in Domestic Interest (by Kshs. 4,402 million), Pensions (by 455 million),
Wages and Salaries (by 1,436 million), and Operations and Maintenance (by 3,488
million).

1.2.4 Deficit, Financing and Public Debt

Government’s fiscal policy has concentrated on reducing the overall deficit. In
particular, the fiscal policy prescribes a deficit strategy that allows increases in net
external borrowing in order to allow for net repayment of domestic debt. This was
mainly to allow reduction in domestic borrowing, hence allow the expansion of
credit to the private sector. Essentially, overall deficit (including grants) was
targeted in the 2004/05-06/07 fiscal strategy paper to tise from 2.38% of GDP in
2001/02 to 3.55% in 2004/05. Net external financing was to rise from a net
outflow of Kshs. 12.9 billion in 2001/02 to a net inflow of 27.7 billion in 2004/05.
Equally, net domestic financing was to decline from Kshs. 47.3 billion in 2001/02
to Kshs. 15.2 billion in 2004/05. It is estimated that the overall budget deficit
(including grants) as a proportion of GDP will be about 4.2% in 2004/05. Net
foreign financing was worse than targeted with only Kshs.12.8 billion being
realized, while the targeted decline in net domestic borrowing, however, fell below
target by Kshs. 17.2 billion over the same period. Table 1.4 summarises the deficit,
financing, and public debt position for the financial years 2001/2002 to
2004/2005.

Table 1.4: Deficit, financing and public debt (2001/02-2004/05)
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Government debt has declined consistently from a high of 62.98% of GDP in
2001/02 to an estimate of 51.98% in 2004/05 fiscal year. Both domestic and
external debt declined over the period. After domestic debt rose from 22% of
GDP in 2001/02 to 24.1% of GDP in 2002/03, it declined thereafter reaching an
estimate of 22% of GDP by 2004/05. External debt on the other hand declined
continuously from 40.95% in 2001/02 to an estimate of 29.9% in 2004/05. The
decline in external debt in 2004/05 was precipitated by lower receipts of balance of
payments support than projected.

1.2.5 Investment and savings

The failure to drastically improve the country’s investment and savings record
threatens the recovery effort, since no meaningful growth can take place without
adequate capital accumulation. In the recent past, the Kenyan economy has not
performed well in this regard. For example, in the period 2000-2002, the average
domestic savings rate was 13.1%, compared to 13.4% recorded in 2003. Public
savings were —0.29 % of GDP in 2003, and it is expected to deteriorate to —0.30%
in 2004, even as government continues with its efforts to narrow the budget gap.
The private savings deficit, which was —2.79% of GDP in 2003, is expected to
stand at 1.65% in 2004. It is expected to turn into a deficit as private investment
picks up. Total savings are expected to fall from 13.41% in 2003 to 9.17% in 2004,
as domestic savings are not expected to rise significantly.

Low savings undermines investment given that investment is either funded from
domestic or foreign sources and adequate foreign resources may not be
forthcoming. Not surprisingly therefore, the investment record has not been
impressive. Public gross fixed capital formation (GFCF) as a percentage of GDP
was 2.01% in 2003. However it is expected to increase to 2.29% in 2004, following
implementation of various public projects lined up in the IP-ERS, especially in
road construction and completion of stalled projects. Private GFCF is also
expected to rise, albeit marginally, estimated to be 11.12% in 2004. This is a slight
improvement over 10.92% of GDP recorded in 2003. Total investment is forecast
to have increased to 13.41% in 2004, up from 12.93% recorded in 2003.
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1.3 The Millennium Development Goals (MDGs)

1.3.1 The MDG Campaign in Kenya

The first major MDGs-related activity in Kenya took place in September 2002 when
the first national stakeholders’ workshop on the Millennium Development Goals
was held. The main objective of the workshop was to seek consensus and promote
understanding of the significance of the MDGs, their links to the national planning
trameworks, and the mode and frequency of country level reporting.

The workshop led to the establishment of a national MDGs Task Force to
spearhead the MDG campaign and prepare the first status report on MDGs in
Kenya. Consequently, a MDG Progress Report for Kenya was officially launched in
Kenya in July 2003. The MDG Progress Report for Kenya formed a major reference
material for subsequent work and MDG campaign in Kenya. The report clearly
brought to the fore the fact that under the current resource constraints and policy
environment, Kenya is unlikely to achieve the MDGs, even if the potential exists.

1.3.2 MDGs Needs Assessment Studies

This report on the Needs Assessment and Costing Study is one of the key outputs
of the Government’s efforts to conduct needs assessment studies in order to align
policy with the MDGs. The needs assessment will help this country map out an
investment path and develop a long-term plan for scaling-up investments to achieve
the Goals by 2015. The results from the needs assessment will also be used in the
preparation of a long-term plan on MDGs to 2015 that will in turn form the basis
for reviewing the ERS and Medium Term Expenditure Framework (MTEF) budgets
so as to align them more towards achieving the MDGs.

1.3.3 The Institutional Framework on MDGs

The institutional framework on MDGs consists of three main levels. At the policy
level is a National Steering Committee (NSC) chaired by the Head of Public Service
and Secretary to the Cabinet. The Permanent Secretary in the Ministry of Planning
and National Development is the Convener. The members of the National Steering
Committee are Permanent Secretaries in the Ministries implementing MDGs-related
activities, representatives from development partners, civil society, and private
sector. At the second level is a Technical Committee responsible for the provision of
technical oversight to the MDG process, which is chaired by the Permanent
Secretary, Ministry of Planning and National Development. The actual work is
carried out within the existing Sector Working Groups (SWGs). The national MDG
Focal Point at the Ministry of Planning and National Development coordinates the
whole process.

1.3.4 Monitoring and Evaluation of MDGs
The monitoring and evaluation (M&E) of the MDGs will be anchored on the new
monitoring and evaluation system in the central government system. The current

48



M&E system is a radical improvement of the previous system, which had weak
coordination mechanisms because it was institution based. The new system is a
result of a prolonged consultative process, during which a national institutional
tramework was agreed upon. The system combines a central structure involving line
ministries and other central public bodies, and a devolved structure to provide for
reporting by the districts. The National M&E Steering Committee, operational since
early 2004 and a National Stakeholder Forum act as the oversight bodies for the
system. A Monitoring and Evaluation Department (MED), under the Ministry of
Planning and National Development, coordinates the M&E system on a national
basis. The activities the MED has undertaken include the finalization of priority
indicators for reporting to government, stakeholders and development partners on
the IP-ERS. The indicators developed include those focusing on MDGs. The first
progress report of the IP-ERS was completed recently.

The monitoring of MDGs will also rely on the existing data gathering systems and
surveys. The Central Bureau of Statistics (CBS) has an integrated data management
system that periodically captures data from various sectors. The CBS also conducts
national surveys and censuses to generate data for planning purposes, which includes
a significant proportion of MDG-related parameters.

1.3.5 The Challenges Ahead

The achievement of the MDGs poses tremendous challenge if the current status of
the economy is anything to go by. Despite the signs of economic recovery, the
growth of the economy is far below the necessary growth rate of about 7% needed
to support implementation of MDG-related activities within the remaining decade to

2015.

To achieve these goals within the stipulated timeframe, the government needs to
move with speed in implementation of macroeconomic policies to accelerate growth
and adopt practical strategies for eradication of poverty. To translate these goals into
reality, the government is putting in place a stable macroeconomic policy framework
that is supportive to growth and poverty alleviation. Such policies include prudent
monetary and fiscal policies that ensure low and stable inflation levels; improvement
in management and targeting of public resources; sustainable debt management;
prudent exchange rate policy; maintaining an optimal level of foreign exchange
reserves; tax rationalization and broadening of tax base; promotion of good
governance; and prudent foreign policy with emphasis on economic aspects.

1.4 International Environment and Donor Assistance

During the endorsement of the MDGs, countries undertook to take up the task of
mobilizing financial resources needed to achieve the goals. However, resources have
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remained a constraint among developing countries, which is caused by the fact that
development partners do not always honour their commitments. In addition, the
existing global financial systems and arrangements for financing development
demonstrate the inability of developed countries to adequately address the needs of
developing countries. For instance, ODA flows to Africa declined substantially in
1990s. Therefore, there is need to put in place a new framework to create the
enabling environment for developing countries to achieve high and sustainable
growth. The emphasis of the new framework should be on concessionary financing
and greater use of grants. Also, the conditions tied to the release of aid should be
realistic, achievable and sufficiently flexible to take into account changing conditions
and circumstances.
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CHAPTER 2

THE GOAL ON POVERTY AND HUNGER

2.1 Introduction

The main objective of the Hunger MDG is to reduce the population of hungry
people by half by the year 2015. To achieve this, Kenya must commit to good
governance and development policies based on sound science and scaling-up of best
practices while her development partners must commit to much greater financial
assistance, access to their markets and expanded knowledge transfer.

The strategy to achieve the Hunger' MDG consists of three elements: (a) mobilize
political action to end hunger at the global as well as national and local scales; (b)
align national policies that restore budgetary priority to agriculture as engine to
economic growth, build local infrastructure, empower women, and build human
capacity in all sectors involved in hunger-reducing actions; and (c) implement and
scale-up proven actions that improve the nutrition of vulnerable groups, raise
agricultural productivity in smallholder farms and improve market functions — in
ways that create synergy and result in positive transformations.

2.2 Situation Analysis

The root causes of hunger in Kenya are poverty (inability to produce own food and
lack of means to access food); unemployment and underemployment; landlessness;
vagaries of weather (especially because of dependency on rain-fed agriculture); the
maize syndrome (overemphasis on maize which locks people into risky maize-based
subsistence agriculture even in areas where maize production is unsuitable);
education (especially female education because of its effect on child health and
nutrition); inadequate sanitation, health facilities and clean water (effect of common
infectious diseases on nutrition and health); and socio-political issues affecting access
to food (disempowered groups, especially women, have limited access to food and
incomes). The incidence of poverty is estimated at 56% of the population, where
82% of the poor live in the rural areas and 18% in urban areas.

The categories of persons at risk include pregnant women and lactating mothers
(1.1 million); children under 5 years (5.3 million); elderly people above 55
years (1.8 million); AIDS orphans (1.8 million); people living with AIDS (2.2

The principal forms of hunger are: (a) chronic hunger - constant under-nourishment that results in stunted children and high
child mortality due to hunger-related diseases, but not starvation (b) acute hunger - severe under-nourishment over a distinct
period, reflected in wasting and starvation; and (c) hidden hunger - micronutrient and vitamin deficiencies found in vast number
of people who would otherwise have access to calories and proteins
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million); and people suffering from tuberculosis (32,000), and malaria (6.7
million cases reported each year).

2.2.1 The Policy Environment

The government has formulated two strategy papers relevant to hunger reduction:
the ERS and the Strategy for Revitalization of Agriculture (SRA) 2004-2014. ERS
presents a broad development framework for reviving the economy, creating jobs
and reducing poverty. ERS recognizes agriculture as the critical sector that must be
revitalized if the economic recovery objective is to be achieved. The SRA is expected
to contribute significantly towards attainment of the following ERS targets: (a)
reducing the proportion of the population below the poverty line from 56% in 2000
to 28% by 2010, 10% by 2015 and 0% by 2020; and (b) reducing the proportion of
tood poor from 48.4% in 2000 to 23.5% in 2010, 10% in 2015, and be eliminated
altogether by 2020. Thus, Kenya intends to reduce hunger faster than envisioned in
the Hunger MDG.

The main national development objectives of the agricultural sector include ensuring
food security (access to adequate and balanced food), increasing rural incomes,
creating employment (on-farm and off-farm), support to agro-industries (supply of
raw materials to local industries), promoting exports (increasing production,
diversification and value-adding), and conservation (natural resource management).
The main service delivery systems to the agricultural sector include technology
generation (research), technology transfer (extension), facilitating access to credit,
facilitating access to inputs, and development of markets.

The food security” objective aims at ensuring that as far as possible farm households
produce sufficient quantities of food to meet family nutritional requirements and
also produce excess foodstuffs to feed non-producers. Increasing rural incomes
through production of cash crops, livestock products, raw materials for local agro-
industries and export commodities generates cash to raise the quality of life in rural
areas. Conservation of natural resources ensures the future productive capacity of
agricultural land.

The service delivery systems ensure (a) availability of agricultural production and
post-harvest technologies, generated by national, regional and international research
institutions; (b) dissemination of information through state extension and other
technology transfer institutions (T'TIs) in the private, NGO and CBO sectors; (c)
facilitating farmers’ access to credit and inputs; and (d) and development of markets
for farm produce.

2 Food security is defined as “a situation that exists when all people, at all times, have physical, social and economic access
to sufficient, safe and nutritious food that meets dietary needs and food preferences for an active and healthy life”.
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2.2.2 Performance of the Agricultural Sector

Between 1963 and 1982, agriculture GDP recorded high growth rates of 4% and
above per annum but declined significantly thereafter to reach around 1% in the last
one and half decades. The factors that impacted negatively on agricultural growth
included: (a) mismanagement of farmer support institutions that affected the areas
of marketing, credit, seeds, and farm inputs; (b) dumping of agricultural
commodities in the local market such as dairy, maize, and sugar; (c) suspension of
the International Coffee Agreement in 1989 resulted in fall of coffee prices and
subsequent drop in production from 129,000 tonnes in 1987 to 48,000 tonnes in
2002; (d) depreciation of the Kenya shilling resulted in large increases in the cost of
imported agricultural inputs; (e) reduction in donor support reduced resources
available for investment in agriculture; (f) implementation of structural adjustment
programmes without proper planning; and (g) decline in budgetary allocation to the
agricultural sector. Although the agricultural sector contributes 45% of government
revenues, the proportion of government annual budget to the sector has decreased
significantly over the last 20 years from a high 13% in 1983 to the current 4%.

The SRA estimated annual budget of KShs 13.5 billion (US$ 168.75 million) is based
on the traditional activities and budget lines of the Ministries of Agriculture and
Livestock and Fisheries, namely, research, extension, credit and rural development.
It does not address other programmes of hunger reducing actions envisaged in the
Hunger MDG such as school feeding programmes and food-for-work, hence the
need to provide additional resources to supplement the budget in SRA.

Table 2.1: Estimated annual cost of implementing SRA

Source: Strategy for Revitalizing Agriculture 2004-2014

Total extension staff in agricultural ministries stood at 23,605 in 1983, rose to
40,753 in 1994 and then declined to 26,645 in 2002. As shown in Table 2.2, only
50% of staffs are professionals (certificate, diploma and degree levels); the
remaining 50% being support staff. Furthermore, technical departments are staffed
at 66% of the authorized establishment, which greatly constrains delivery of
technical services.
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Table 2.2: Technical and non-technical staff in the agricultural sector by
function (2002

2.2.3 Policy Interventions Supportive to Hunger Reduction

The main government policies for mitigating hunger are (a) raising the productivity
of smallholder farmers; (b) providing nutritional assistance to child-bearing women,
children and other vulnerable groups; and (c) improving market functions to raise
on-farm and off-farm activities.

The above broad policy interventions can be desegregated into eight actions, namely,
(a) make agriculture and rural investments a priority; (b) greatly enhance capacity,
particularly of professionals and technicians working on agriculture, nutrition and
markets; (c) build and improve rural infrastructure; (d) empower women and invest
in girls; (e) institute risk-reducing safety nets; (f) provide incentives that promote
sustainable natural resource management; (g) strengthen property rights to motivate
private investments; and (h) have stable and fair macroeconomic and trade policies
that level the playing field.

2.2.3.1 Make agriculture and rural development a priority

The activities envisaged in the SRA include: (a) increasing productivity to lower the
per unit cost of production; (b) improving extension services; (c) improving linkages
between research, extension and farmers; (d) improving access to financial services
and credit; (e) reducing taxes on agriculture; (f) increasing competition in the supply
of inputs to reduce costs; (f) market development and orientation in favour of small
producers; (h) encouraging growth of agribusiness; and (i) improving regulatory
services to ensure quality inputs and products.

2.2.3.2 Build technical capacity in agriculture, food and nutrition

There are approximately 13,000 public sector professionals and technicians working
in the field of agriculture, food and nutrition scattered in various ministries and
parastatals; equivalent to 33% of the 40,000 that prevailed in 1994.

Another area of concern relates to training of professionals, technicians and farmers.
Farmer training at FT'Cs no longer exists. Certificate training has all but ceased, yet
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this is the level of extension staff best suited to interact with small-scale farmers, and
should be the source of community extension workers (CEWs) proposed in this
study. Training institutions have converted diploma training to degrees courses, a
level too high for a predominantly smallholder agriculture. The government should
seriously address capacity building to meet the Hunger MDG. The starting point is
massive training of professionals and technicians in the field of agriculture, food and
nutrition by government, the private sector, NGOs and CBOs.

2.2.3.3 Build and improve rural infrastructure

Kenyan agriculture is serviced by poor trunk and rural access roads. The ministries
involved in hunger reduction should (a) advocate for investments in improving
roads as much of the road maintenance levy, and taxes on fuel and other economic
activities used for building and maintaining roads come from the agricultural sector;
and (b) ensure better use of the 80% of county council cess collections that are
earmarked for road improvement. Other infrastructure required to improve rural
economies are availability of electricity and agricultural water.

2.2.3.4 Empower women

Kenya’s gender policy provides for articulation and mainstreaming gender issues in
development. The main problem in achieving gender equity is the unwillingness of
some communities to change entrenched cultural beliefs e.g. land inheritance by
women. Gender disparity is not confined to rural communities; it extends to
leadership positions e.g. the small proportion of women elected councillors in local
authorities (4.5%) and elected women members of parliament (4.2%). Resolving
gender parity must begin from the top.

The SRA interventions in mainstreaming gender issues in agricultural development
are to: (a) use the gender policy in the formulation of agricultural development
interventions; (b) develop special programmes within local areas for gender
empowerment and access to land, credit, inputs, technology, markets and
information; and (c) engender new technology development and review old
technologies to make them gender appropriate.

2.2.3.5 Invest in youth development especially the girls

The possible interventions for youth development, including girls, are to: (a) expand
vocational youth training institutions for youth as future farmers; (b) develop a
financial or loan programme targeting the youth to engage in agriculture and related
activities; (c) develop appropriate programmes to reduce youth migration and
increase their gainful employment in agriculture; and (d) promote and support the
private sector to develop rural agro-industries and other enterprises for alternative
employment of youth.
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2.2.3.6 Reduce the incidence of waterborne and common infectious
diseases

Common infectious diseases and water borne diseases such as malaria, tuberculosis,
upper respiratory tract infections, diarrhoea and intestinal parasites result in
morbidity and reduce the body intake of food even when available. HIV infection
has also become a “new variant famine”, as people affected by AIDS lack the energy
to farm. Most farmers are women, so AIDS reduces their ability to nurture children.
All of this has a direct effect on household food security. Adequate nutrition slows
down the progress of HIV infection into full-blown AIDS.

2.2.3.7 Increase and diversify incomes

An important way of achieving this is to make markets work for the poor. In most
rural areas markets either do not exist or function poorly. Selling is normally at farm
gate or roadside and farmers have little or no information on the prevailing
commodity prices in major market places. Investment is required in strengthening of
farmer groups and associations, market information, rural infrastructure, storage,
processing, and capacity building.

2.2.3.8 Restore and conserve the natural assets

Soils, vegetative cover, waterways, and environmental management are essential for
sustainable crop, livestock, fisheries, wildlife and biodiversity of the wvarious
ecosystems. These resources must therefore be protected for posterity.

2.2.3.9 Strengthen property rights to motivate private investments

Land tenure in Kenya falls under three categories: communal land based on
customary rights; Government trust land normally used for public good such as
urban and rural settlement, forestry, research, and game reserves; and private land
owned by either individual, group of persons or company. Private land owners have
title to land either as freehold or leasehold.

Land registration processes should therefore be accelerated, but measures must be
taken to protect the interests of small landowners. There have been many incidences
where private titling quickly leads to land being transferred to the rich, adding to the
growing list of the landless.

A special land policy is required for ASALs. Without irrigation, these areas are only
suitable for extensive livestock production and therefore require large tracts of land.
In this regard, group titles in marginal areas have proved more successful where
common rights have been the norm. The important thing is to institute a process
under which the kind of tenure arrangement is defined through dialogue with the
land users and, once agreed, the tenurial arrangements should be protected by law.
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2.2.3.10 Have a stable and fair macroeconomic and trade policies

There is ample evidence that macroeconomic instability is the main obstacle to
agricultural growth. The macroeconomic framework should include: (a) deepening
the financial sector, encourage competition and efficiency in order to lower the cost
of agricultural services; (b) pursue prudent monetary and fiscal policies to eliminate
macroeconomic distortions; (c) maintain a market-driven exchange rate; and (d)
intensify supervisory and monitoring functions to ensure sound and efficient
management of the financial system.

The interventions required to reduce taxes on agriculture include: (a) review and
rationalize all taxes, cesses, fees and other levies charged on agriculture by the central
and local authorities; (b) explore possibilities of moving away from taxation in the
form of duties and levies on agricultural produce to taxing income; (c) provide tax
incentives to encourage agro-industries in the rural areas; and (d) consider
introducing land tax to provide a tax base for local authorities and to discourage
holding of idle land for speculative purposes.

2.2.3.11 Institute risk reducing safety nets

Target interventions of food-poor population should be complemented by strategic
contingency plans. The actions should include (a) contingency budget allocation for
disaster rapid response; (b) minimizing procedures and trigger mechanisms; (c)
strengthening national disaster response agencies and early warning systems; (d)
expansion of preschool and school feeding programmes based on locally sourced
foods; (e) exploring modalities of establishing daily feeding programmes for the
elderly, the sick and the extremely poor; (f) food and cash for work programmes,
focusing on rural road works, small-scale irrigation and other infrastructure to
support productivity and income improvements; and (g) easing of procedures for
government procurement to support hunger-reducing programmes.

2.3 Interventions and Costs

Analysis of hunger interventions is based on the guidelines given in the Millennium
Project’s Hunger Costing Model of June 2004. The model covers an 11-year period
from 2005-2015 and is made up of three sections: agricultural productivity, rural
income generation, and nutrition.

The expected outputs under each section include:

o Agricultural productivity: All smallholder farms will have been covered by soil
conservation; all smallholder-managed irrigation and livestock water projects
completed; research and extension services for the smallholders well established; and
all smallholders will have had access to fertilizers and improved seed.

e Income generation: Programmes for intensifying livestock production, credit
and rural financial services, and creation of markets for smallholder produce will
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have been established and functional. Similarly, capacities for the management of
food security, nutrition and rural development will have been accomplished.

e Nurtrition intervention: Following improvements in food access and income
level of the poor, food poverty will be greatly reduced, with approximately 90% of
persons targeted for nutritional intervention free from hunger. However, there will
still be children in schools, the sick and the elderly whose families are unable to take
care of, but the number of people requiring intervention will be much lower because
tamilies will have access to food and increased incomes. The number of people in
need of nutritional intervention is estimated at 4 million by 2015.

2.3.1 Increasing Agricultural Productivity

Agricultural productivity interventions target small-scale farmers with less than 1 ha.
There are 2.9 million such farm households in Kenya. The main reason for targeting
smallholders is that this category is considered food insecure. In order to reach the
hunger MDG, agricultural productivity of smallholder farms must triple. Five
interventions identified for agricultural productivity are investing in soil health,
improved seeds, small-scale water management, extension services, and agricultural
research.

2.3.1.1 Investing in soil health

mineral fertilizer: Crop yields have declined significantly due to soil poverty, best
manifested in smallholder maize yields. The soil health programme aims at
ameliorating soil fertility through integrating physical, chemical and biological
methods. The physical and biological methods include soil erosion control, use of
animal and green manure, cover crops, crop rotation, agro-forestry, and integrated
crop-livestock production systems.

The 2.9 million smallholders use little or no fertilizers, and the estimated 15% who
are able to apply fertilizers do not actually use the recommended amounts because
of cash constraints. The major challenge in fertilizer use is therefore affordability,
availability, access, and information on usage. Current main users of fertilizer are
found in high value crop sub-sectors of tea, sugar, coffee to some extent, and large-
scale producers of maize, wheat, and horticulture.

2.3.1.2 Small-scale water management

smallholder irrigation: Kenya relies on rain fed agriculture for production of
foodstuffs and other marketed crops. Rainfall is intermittent and unreliable in some
years. The area suitable for irrigation is approximately 540,000 ha but only 103,233
ha (19%) is irrigated. The current structure of irrigated agriculture comprises 48,075
ha for smallholders (47%), 42,700 for private commercial farmers (41%), and 12,458
ha Government-managed (12%), making a total of 103,233 ha.

Both government and smallholder managed irrigation programmes settle
smallholders on approximately 1.3 ha per family. Experience has shown that
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government managed irrigation schemes are inefficient due to management
problems. The government is therefore giving high priority to smallholder managed
irrigation development. The major cost of irrigation is the development of
infrastructure for land levelling and water conveyance. Once completed, farmers
become responsible for maintenance through a maintenance levy. The relevant
farmer association becomes responsible for produce marketing on contractual
arrangements with produce buyers.

Once developed, the remaining 437,000 ha suitable for irrigation will, at the rate of
1.3 ha per household, accommodate 336,000 smallholders. Assuming a family size of
five, 1.7 million family members will have a source of livelihood and food security.

livestock water: Most livestock production is carried out in ASALs where water is
scarce during dry seasons. Provision of livestock water is a priority under the Arid
Lands Resource Management Project and will involve construction of small water
dams, water pans, and boreholes strategically placed in production areas and along
livestock routes. This component of small-scale water management has not been
costed but available figures indicate an annual estimate of $10 million, equivalent to
$110 million over 11 years.

2.3.1.3 Improved seed

Seed systems comprise of certified hybrid and open pollinated varieties, and farmer’s
own selection from the last harvest. Use of improved small cereals seed (sorghum
and millets) and vegetatively propagated material (cassava, Irish and sweet potatoes)
is promoted by NGOs, CBOs and research establishments on very limited and
localized areas and are therefore not captured in seed statistics. Only data on maize
and beans is available.

Smallholders invariably interplant maize and beans. The maize seeding rate is 25 kg
per ha at a cost of KShs 2,750 ($34). The corresponding figures for beans are 55 kg
per ha at a cost of KShs 4,950 ($69). The inter-planting ratio for maize to beans is
4:1. It is estimated that smallholders will allocate only 0.3 ha of their land to maize
and beans, leaving the rest to other crops and pasture. It is also estimated that
farmers will recycle seed for a minimum of three years before replenishment. Taking
these factors into consideration, the annual demand for improved seed amounts to
5,800 tonnes of maize and 3,190 tonnes of beans, worth $11.6 million per annum, or

$128 million for 11 years.

2.3.1.4 Agricultural extension
The performance of the once vibrant state extension has deteriorated in the last
decade following retrenchment, natural attrition, freeze on hiring of new staff, and
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reduced resources for operations and maintenance. The number of extension service
providers declined from 30,000 in mid 1960s to 4,783 in 2002. The cadres of
extension staff in contact with the farmer are the diploma and certificate holders,
who numbered 3,532 in 2002, or one field extension worker for 820 smallholders.
This ratio is grossly inadequate and farmers do not feel the impact of state extension.

Recent studies have shown that alternative extension service systems (e.g. by NGOs
and CBOs) cannot perform in the absence of state extension, which they rely upon
tor support and expertise. There is therefore justification for maintaining some
presence of professional state extension workers. There is need to undertake radical
reform of public agricultural extension by, for example, (a) moving away from
maintaining a permanent presence in every administrative sub-location; (b) gradually
moving away from actual delivery of extension messages to a supetvisor/facilitator
to other providers; (c) funding new initiatives under this strategy, including piloting
of a number of recent innovations and best practices in new methods and
institutional frameworks for delivering extension services; and (d) instituting a new
pluralistic, and demand-driven extension system, as more of the actual delivery of
messages will be delivered by players outside the public sector.

To meet the new role of supervisor/facilitator, the human capacity in public
extension needs to be superior to that amongst alternative extension providers.
Linkages with agricultural research will provide some of the additional human capital
required. However, public extension will need replacement graduate staff to be
trained in the new approaches as well as retraining of existing staff, and an explicit
new design of public agricultural extension in the districts that allow for optimisation
of technical capacity and value-added interaction with other partners and clients.

Another innovative way of extension delivery to be promoted is the formation of
producer groups and farmer associations to facilitate delivery of extension messages
and acquisition of inputs. This strategy compliments the expansion of farmer field
school (FFS) extension method being piloted in 25 districts and which will be
extended to cover all the 78 districts in Kenya.

The cost of extension is calculated on the basis of policies and approaches described
above. The existing 4,700 agricultural professionals in government will serve as
trainers of community-based extension workers (CEWs, also known as master
farmers) proposed in this study. One CEW will serve 300 smallholder households.
CEWs will be selected from the local community, trained in agricultural extension,
and will thereafter live within the community. CEWs will be supervised by
professional extension workers and be constantly updated on new technologies and
1nnovations.

At the ratio of 1:300 CEW to farm households, approximately 10,000 CEWs will be
required to serve the 2.9 million smallholders, and half of the CEWs will be women.
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The main cost of the new extension approach is salaries for CEWs. NGOs running
similar programmes in rural areas pay CEWs a salary of KShs 5,200 ($65) per
month. CEWSs will be hired on contractual terms.

Implementation of the envisaged novel extension system will require additional
funds. State extension agents will have to be retrained on their new role of
supervisor/facilitator of the new emerging extension providers. Formation of farmer
groups/associations will foster, strengthen and train farmers to create demand and
facilitate delivery of extension, as well as acquisition of farm inputs and access to
markets. In addition, extension staff, CEWs, and farmers require constant flow of
information on the latest technologies and markets, whose cost is estimated at $43
million per year ($473 million over 11 years).

2.3.1.5 Agricultural research

It is estimated that investment of 1% of agricultural GDP (or $17 million in Kenya
case) in research is necessary to support a threefold increase in productivity in the
smallholder sector. The required areas of research intervention for the smallholder
sector are smallholder technology development, on-farm research and verification,
and technology delivery. Analysis shows that research costs amount to $6 per
smallholder per year. This translates to $17 million per year, or $187 million for 11
years.

2.3.2 Rural Income Generation Interventions

A major national development objective of the agricultural sector is to increase rural
incomes through production of marketable surpluses, high value crop and livestock
products, processing to add value, and stimulation of off-farm activities to create
employment. Rural income generation will be achieved through several fronts,
namely, storage facilities, livestock production, value-added agricultural products,
credit, strengthening farmer associations, building market space for smallholders,
and food/cash for work for the landless and unemployed.

2.3.2.1 Storage

On-farm storage losses are high, estimated at 30%. Smallholders sell immediately
after harvest when there is glut in the market and prices are low. Grain storage will
ensure that farm households have sufficient food to last until the next harvest and
tetch better prices for their produce later in the year. However, there are sufficient
market outlets that pay decent price for food grains (NCPB, grain millers). It is
estimated that only 10% of smallholders will require community store facilities.

NGO rural projects show that improved storage facilities can be constructed at

community level of one storage point for every 50 smallholders. Consequently, 5,800
community stores are required to cover the 290,000 smallholder households. A
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community store costs KShs 100,000 ($1,250). At a rate of 500 stores per year, the
annual costs will be $0.6 million, equivalent to $6.6 million over 11 years.
Maintenance costs are met from storage charges.

2.3.2.2 Livestock

Most smallholders also rear livestock for income generation. The livestock
population comprises of 29 million chickens, 10 million beef cattle, 3 million dairy
cattle, 9 million goats, and 300,000 pigs. As with crops, production levels are very
low, mainly because of non-use of livestock inputs. The main interventions required
are availability of improved breeds, better pastures, livestock feeds, animal
husbandry, disease control, and markets for livestock products.

Government policy envisages construction of abattoirs in the major red meat
production areas in ASALs to facilitate higher off-take rates. This is an area where
private sector is expected to invest, but the required capital is not available and
government intervention is justifiable as a public good. Construction and equipping
abattoirs is estimated at $3 million per annum, equivalent to $33 million in 11 years.

2.3.2.3 Credit and rural financial services

Kenya’s agriculture is served with a range of services of widely varying quality. These
services include financial services, marketing services (including product buying,
selling, promotion), and processing services. But there are major problems, for
example where commodity traders and cooperative societies do not pay farmers, or
processors have no capital to replace obsolete equipment and are unable to attract
new investment funds. There is therefore a clear need for technical and financial
support to agriculture.

The financial services to smallholder agriculture require special mention, as only
about 22% (about 638,000) of rural farming households have any form of bank
account. Under such environment, the challenge is to design strategies that meet the
tinancial service needs of small-scale producers and pastoralists. There is therefore
need for careful study leading to formulation of a policy and administrative
mechanisms to implement the programme. The key planks in achieving this are
increasing access to financial services, savings as well as credit to smallholder
farmers; and availing farmers’ access to longer-term investment funds at affordable
interest rates.

development of a credit policy: Currently, only a few smallholders have access to
credit because existing lending practices favour borrowers with collateral.
Experience with micro-finance institutions show that lending to small businesses is
teasible and that default rate is very low. There is therefore need to formulate a
policy that allows smallholders access to credit, and preparation of guidelines on
smallholder lending and dissemination to district level, followed by training on the
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mechanisms involved. The credit policy intervention and management is estimated
to cost $5 million per year, equivalent to $55 million in 11 years.

annual credit: Annual credit to farmers to enable them to access farm inputs and
meet the needs of pastoralists is estimated at KShs 8,000 ($100) per household per
year, which will be repayable before the next credit is given. This will therefore
become a revolving fund to be repaid and relent in the following year. The total
required to reach 3 million households is $30 million over 11 years. Other
smallholder credit comprises of long-term borrowing for farm capital development
e.g. improved breeds, farm structures and machinery. Demand is estimated at $30
per annum, but loans will be repaid every year and rolled over the next year. The
first year $30 million credit should therefore suffice during the 11-year MDG period.

oft-farm financial services: The projected increase in agricultural productivity will
stimulate off-farm activities such as produce buying and selling, processing of both
crop and animal products, processing facilities for livestock and fish products,
provision of farm inputs, and fabrication and repair of farm equipment. There is
therefore need for technical and financial support for off-farm nascent private sector
initiatives for both existing and potential new entrants into agribusiness services.

Development of off-farm service sector will require venture capital and a
competitive rural access fund. The venture capital will assist entrepreneurs who wish
to invest in processing and marketing of farmer’s produce, estimated at $10 million
annually. The competitive rural access fund will be advanced to rural finance
institutions for on-lending to investors in rural areas at a competitive service charge,
estimated to cost $20 million annually. As is the case with annual and longer-term
credit, these funds are repayable but, because of the nature of such investments and
the risks involved, access to such funds should be double of the annual level
suggested to cover the 11-year period.

2.3.2.4 Farmer associations and community centres

farmer associations: There are over 5,000 registered agricultural cooperatives and
3,000 savings and credit cooperatives (SACCOs) supporting over 2.5 million people.
Performance of cooperatives declined during the last two decades due to
mismanagement of farmers’ resources. Cooperatives must be revitalized to better
serve their clients. The desired actions are training of farmers on their rights and
obligations, enhancing the capacity of cooperative sector leadership on business
acumen, and better management of cooperatives.

community centres: Community centres are important facilities for farmers to
share experiences, learn new techniques, and gather information on agricultural
production and marketing. One community centre adequately serves 600
households, at coverage rate of 2 centres per community extension worker (CEW).
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Approximately 5,000 community centres are required throughout the country.
Community centres will also double up as farmer training centres (FTCs).
Approximately 450 community centres will be constructed annually at a unit cost of

KShs 400,000 ($5,000), or an annual cost of $2.3 million, equivalent to $25 million
over 11 years.

2.3.2.5 Food/Cash for work programmes

Use of labour intensive methods for development of infrastructure provides an
opportunity for absorbing a large number of the unemployed and landless. The
Hunger MDG model does not provide for food-for-work in major infrastructure
such as major roads and waterworks, but there is justification of including this item
for minor works in support of smallholder development. The infrastructure includes
access roads to markets, minor irrigation schemes, water for livestock, etc. At a
labour rate of §1 per day (which demarcates the poverty threshold) and working for
300 days per year, investment of $36 million per year will generate 120,000 jobs
(distributed equally between the unemployed and landless). The total needs for 11
years amount to $396 million.

2.3.2.6 Development of smallholder markets

The strategies to make smallholders access markets include: (a) catalysing the
formation of producer and processor groups for acquiring information, inputs and
accessing markets; and (b) market promotion and development, encouragement of
value adding, on-farm storage, and processing. Development of markets for
smallholder farm produce should cover both animal and plant products. The cost of
the above interventions is estimated at §1 per household per annum; thus the annual
cost will be $3 million, or $33 million over 11 years. The funds will be channelled
through self-help groups, CBOs, cooperatives, and commodity producer
associations to enable them develop markets for the smallholders they support.

2.3.3 Nutrition Interventions

2.3.3.1 Children under five years

Complementary feeding interventions are aimed at infants aged 7 to 24 months. Out
of the over 5.2 million children under 5 years, 1.74 million are stunted and 1.2
million underweight. Estimates show that 23,000 child deaths in year 2000 were
associated with severe malnutrition. Interventions for infants and young children
should be met through programmes aimed at mothers. For example, protein rich
foods (powdered milk and Soya bean derivatives) should be available at health
institutions involved in mother and child health education and issued free to
destitute families.
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Nutrition studies show that the incidence of child malnutrition is very low among
households with a dairy cow. An intake of one half litre of milk per child per day
would reduce malnutrition. A half litre of unprocessed milk in the rural areas costs
$0.10, which works to $36 per child per year. Providing 1.7 million stunted children
trom poor families with milk will cost $62 million per annum, equivalent to $682
million for 11 years.

2.3.3.2 School meals

School meals intervention applies to pre-primary, primary, and secondary schools in
both urban and rural areas. As of 2003, there were 1,204,606 in pre-primary
education, 7,208,000 in primary school, and 862,907 in secondary school, making a
total of 9,275,513. The School Feeding Programme, which targets mainly the
poverty-stricken ASALs, shows that school lunches improve school attendance and
performance.

Nutritional stunting (chronic under-nutrition associated with long term deprivation)
is widespread in rural (35%) and urban (25%) areas. Students from families that can
afford will not require school meals. Based on the proportion of stunted children
from poor families, it is estimated that 50% of children in pre-primary (600,000),
10% in primary (720,000), and 5% in secondary schools (43,000) will be availed
school lunches.

The standard diet provided in school meals comprises of a mixture of maize and
beans at a ratio of 2:1. At current prices, the cost per student works to KShs 5 per
student per day ($0.00), assuming 0.25 kg per student per day. Students are in school
tor about 165 days (excluding weekends and school holidays), and it would therefore
cost $10 to feed a student for one year. The annual cost of feeding 1.4 million
children works out to $14 million per year, equivalent to $148 million for 11 years.
The school meals intervention will be an expansion of the school-feeding
programme based on locally sourced foods. This will reduce distribution costs,
promote participation of beneficiaries in the management of the programme, and
create markets for locally produced food.

2.3.3.3 Pregnant women and lactating mothers

Judged by the number of children below one year, there are over one million
expectant and nursing women in any one year. Most of the women in the rural areas
suffer from poor health during pregnancy (e.g. anaemia), yet they are involved in
agricultural production and household chores. Women will be specifically targeted to
access productive resources and technology, and in improving their knowledge of
nutrition and childcare through agricultural and health extension. It is estimated that
only 10% of expectant and nursing mothers (100,000) will need nutrition
intervention. Religious groups and NGOs provide this kind of assistance at a cost of
$26 per woman per year. Based on the NGO norm, nutrition intervention for
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women is estimated at $2.6 million per annum, equivalent to $28 million over the
11-year period.

2.3.3.4 Supplemental feeding for vulnerable groups

The total number of people afflicted by debilitating diseases is estimated at 6.7
million.Novel ideas on how to enhance productivity of people affected by disease
should be implemented e.g. provision of nutritious food and inputs for their own
food production. It is estimated that 500,000 sick people and a similar number of
orphans will require nutrition intervention, calculated at the rate of $26 per annum
proposed for women. Nutrition intervention for vulnerable groups is estimated to
cost $26 million per year, equivalent to $286 million for 11 years.

2.3.3.5 Elderly people

There are approximately 1.8 million people over 55 years of age, who are classified
as elderly in Kenya. The breakdown of the extended family support system due to
urbanization, modernization and poverty has rendered some older persons helpless
and sometimes destitute. Due to their vulnerability, they require basic services
including medical attention, security, and alleviation from hunger. However, not all
elderly people need food assistance. It is estimated that only 10% (180,000) might
need assistance at a cost of $50 per annum for high nutrient supplements, equivalent
to $9 million or $99 million over 11 years.

2.3.3.6 Emergency feeding assistance

Emergency feeding assistance supports emergency situations such as drought,
floods, fires and internal displacement as a result of clashes. In the year 2000, over 5
million people were under famine relief programme and it took famine relief
recipients 3 years to recover from the effects of drought. The government, NGOs
and donors spend approximately $135 million on food assistance to distressed
communities every year. Over 50% of famine relief expenditure is on logistics, hence
the high cost of famine relief. The $135 million per annum is retained as a working
figure in projecting future needs.

2.3.4 Capacity Building for Food Security and Nutrition

The Government policy on food and nutrition is based on the Sessional Paper No. 2
of 1994 on National Food Policy and the 1994 National Plan of Action for
Nutrition (NPAN). However, the implementation of the NPAN has not been
encouraging because (a) activities have been implemented on an ad hoc basis; (b)
there has been inadequate funding for nutrition-related activities; (c) there is lack of a
continuous process through which nutrition concerns find their way to the national
planning processes; and (d) other policy documents (e.g. the PRSP and the
Development Plans) take a limited view of nutrition as an output rather than an
input to development.

66



Capacity building for food security and nutrition is required in various government
ministries at headquarters and district level, NGOs and CBOs, religious
organizations and the general citizenry. Districts will be the main sources of primary
data on food and nutrition, and will eventually be responsible for implementation of
interventions. It is proposed that $0.5 million be allocated to each district, bringing
the total to $36 million per year. It is also estimated that ministries” headquarters will
require $5 million every year to develop capacities of technical staff capable of data
collation, statistical analysis, and continuous monitoring and evaluation.

Table 2.3: Summary of costs

2.4 Investment Plan
The MDG on Hunger is to reduce the number of hungry people by 50% by 2015,

but the government has decided to accelerate the process by reducing the
percentage of food poor people from 51.4% in 2005 to 23.3% in 2010 and 10% in
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2015 and eliminate food poverty altogether by 2020. The resource estimates in the
ERS and SRA are not sufficient to meet the targets set by the government in
mitigating hunger. An additional $8.3 billion is required in the next 11 years if the
set goal for hunger reduction is to be realized. In this connection a Fast Track
Action plan has been designed by the Agricultural sector Ministries and the
Development Partners called “’“Njaa Marufuku Kenya” to be implemented during
the rainy seasons of 2005 (see annexe 1B for details).

2.4.1 Cost Sharing Between Government and Beneficiaries

Table 2.4 shows the proportion of costs borne by the government and beneficiaries.
The Government will meet the cost of infrastructure, farmer support services and
social welfare programmes; while smallholders will pay for materials and services
directly benefiting them, such as fertilizers, improved seed, Al and credit.
Government should ensure farmer access to inputs and services at affordable rates.
Out of the total investment, farmers will pay $966 million (12%) and the
government $7,285 (88%).
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Table 2.4: Cost sharing between government and beneficiaries
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CHAPTER 3

EXPANDING OPPORTUNITIES FOR QUALITY BASIC
EDUCATION TO ALL KENYANS

3.1 Introduction

The Millennium Development Goal (MDG) on education is to ensure that, by 2015,
children everywhere, boys and gitls alike, will be able to complete a full course of
primary schooling. The indicators are (a) net enrolment in primary education — boys,
gitls, (b) proportion of pupils starting grade 1 who reach grade 5 — boys, gitls, and (c)
literacy rates of 15- to 24-year-olds — women, men. Apart from Universal Primary
Education (UPE), Goal 3 on promotion of gender equality and empowering women
aims to eliminate gender disparity in primary and secondary education by 2005 and
at all levels of education by 2015.

The Government, through the Ministry of Education, Science and Technology
(MOES&T) has set six goals in order to achieve EFA by 2015, which are to:

@) Expand and improve Early Childhood Development and Education (ECDE)

by 2010;

(i)  Ensure that all children, particularly gitls, have access to and complete quality
primary education by 2015;

(i)  Ensure that learning needs of all young people and adults are met through
equitable access to appropriate learning and life-skills programmes by 2010;

(iv)  Achieve 50% improvement in adult literacy, especially for women and
equitable access to basic and continuing education for all adults by 2015;
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(v)  Eliminate gender disparities in primary and secondary education by 2005, and
achieve gender equality in education with focus on ensuring girls’ full and
equal access to, retention and achievement in basic quality education by 2015;
and

(vi)  Improve the quality of education and ensure excellence so that measurable
outcomes are achieved by all, especially in literacy, numeracy and essential life
skills by 2010.

3.2 Situational Analysis

The provision of education and training to all Kenyans is fundamental to the success
of the Government’s overall development strategy. First, the long-term objective of
the Government is to provide every Kenyan with basic quality education and
training, including 2 years of pre-primary, 8 years of primary and 4 years of
secondary/technical education. Second, development of quality human resource is
central to the attainment of national goals for industrial development. Education
also aims at enhancing the ability of Kenyans to preserve and utilize the
environment for productive gain and sustainable livelihoods. Third, the realization
of universal access to basic education and training ensures equitable access to
education and training for all children, including disadvantaged and vulnerable
groups. Fourth, education is necessary for the development and protection of
democratic institutions and human rights.

Since independence in 1963, the number of students enrolled at various levels of
education has substantially increased. At the ECDE, enrolment grew from 483,148
children in 1982 to 894,295 children (420,741 girls and 473,554 boys) in 2003. At the
primary level, enrolment grew from 891,533 pupils in 1963 to 7.2 million pupils (3.5
million girls and 3.7 million boys) in 2004. Primary school enrolment rates show
great disparity across regions and gender, being particularly low among girls in arid
and semi-arid regions. In addition, output and quality assessment studies reflect
problems of quality in teaching and learning.

Enrolment in secondary education rose from 30,000 students in 1963 to over
862,907 students in 2003. The number of public secondary schools has also
increased from 151 at independence to 3,661 today. Based on the 1999 census, a
total of 2.8 million boys and gitls aged between 14 and 17 years who should have
been in secondary school were not enrolled. There is massive emerging pressure to
substantially expand total secondary enrolment due to the larger number of students
that will be passing through primary school following the introduction of FPE,
combined with government’s stated policy intent of increasing the transition rate
from primary to secondary from the current 54% to 70%. However, despite
increased enrolment at the three education sub-sectors, these sub-sectors are still

71



faced with issues of access, equity and quality, especially the poor access to
secondary education.

The proportion of people with special education needs in Kenya is estimated at 10%
of the total population, and about 25% of these are children of school-going age.
Enrolment in special education is low. Out of a total population of about 750,000
school-going age children with special needs, only an estimated 90,000 have been
assessed to establish the nature of their special needs. Of this number, about 26,885
are enrolled in educational programmes. This implies that over 95% of children with
special needs are at home. At the tertiary level, the enrolment level of people with
special needs is very low. There is need therefore to strengthen mobilization and
awareness programmes to eradicate taboos and beliefs associated with disability, as
well as develop and implement a flexible curriculum that is child-centred and
triendly to this category of learners. In addition, there is an urgent need to make all
learning institutions truly inclusive by removing the key barriers.

Total enrolment in public Technical, Industrial, Vocational and Entrepreneurship
Training (TIVET) institutions has increased to over 79,000 in 2003. Female
enrolment constituted 44% of the total, but there exists serious gender disparities in
terms of overall enrolment in science and technology-related professions. The bulk
of female students (52.4%) are enrolled in business studies-related courses compared
to less than 5% in engineering programmes.

Due to the limited places available in TIVET institutions, only a small proportion of
eligible school leavers are absorbed. Every year less than a half of those graduating
from the primary schools either join the Youth Polytechnics for artisan training or
enrol directly for apprenticeship training within the ‘Jua Kali’ sector. There is thus a
need to develop quality skills development programmes through TIVET institutions
that target this group. This will enable them to engage in productive employment in
both the formal and informal sectors.

Enrolment and growth in universities have been increasing since the establishment
of the University of Nairobi in 1970. The total enrolment in public universities has
increased from 3,443 students in 1970 to 58,017 students (18,317 females and 39,700
males) in 2003/04. In private universities, the total enrolment for 2003/04 was 9,541
students (5,128 females and 4,413 males). In the 2003/04 academic year, the total
number of those enrolled in public and private universities rose to 67,558. However,
despite the rise in enrolments, the transition rate from secondary level to university
still remains low, at 12%. Female students constitute 32% of the total enrolment in
public universities and 54% in private universities.

The main challenges facing Non-Formal Education (NFE) relate to the low quality

of education offered and lack of linkage with the formal education system. The sub-
sector has inadequate teaching and learning resources, poor physical facilities and
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low prioritisation by Government in terms of budgetary allocations. Following the
implementation of FPE in 2003, a total of 1.2 million out-of-school children were
absorbed in public schools and 200,000 in NFE centres. This still left 1.5 million
children not enrolled in any form of schooling. Many of these children may not opt
to enrol in formal primary schools for various reasons, and it is therefore imperative
to provide more learning opportunities for the out-of-school children as well as
creating a strong linkage with the formal education system.

The teacher-training sub-sector has also grown with an enrolment of 16,794
students (8,515 females and 8,279 males) in the 21 public colleges in 2003, up from
14,316 in 1999. The 8 private training colleges had a combined intake of 2,222
students (1,178 females and 1,044 males) in 2003. The enrolment of female and male
students in diploma colleges in 2003 was 935 and 1,185, respectively. However,
employment upon graduation from Teacher Training Colleges (TTCs) is not
guaranteed, as the number of graduating teachers does not match the established
vacancies available in schools.

The 1999 Population and Housing Census estimated that there were 4.2 million
illiterate adults in Kenya. Illiteracy manifests itself more dramatically among the poor
particularly women who constitute 61% of the total illiterate population. Regional
disparities also exist in literacy levels among adults, with women in the Coast and
North Eastern provinces showing the lowest literacy levels. Additionally, enrolment
in the adult literacy programme has been characterized by declining rates. In 1979
when the national literacy programme was launched, the total enrolment was
415,074. Twenty years later, the total enrolment had dropped to 101,261. The
enrolment in 2001 was even lower, at 93,052. Every effort requires to be made to
reduce the number of illiterate Kenyans and to ensure that the education offered is
of acceptable quality.

Although there is almost near-gender parity in the primary education cycle, the lower
scholastic progression rate for girls from primary to secondary education means that
the gender ratios are not maintained at the secondary school level. The relatively low
access of gitls to postsecondary wage employment and tertiary education institutions
is largely determined by their performance and the choice of subjects in secondary
education (which may be limited by facilities e.g. laboratories). Girtls normally do
better than boys in English and Swahili, but the boys do better in all the other
subjects. In addition, the choice of subjects in secondary school is restricted by their
pass rates in various subjects at the end of the primary school cycle. There are other
household-based factors that may explain the fate of women after secondary school,
but the foundation for what girls become in their adult life appear to lay in their
choice of subjects and performance at the end of the secondary school cycle.
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3.3 Challenges and Concerns in Education Sector

3.3.1 Free Primary Education

The introduction of FPE in January 2003, following the passing of the Children’s
Act in 2001, has led to significant educational achievements. Enrolments in public
primary schools increased significantly from 5.9 million in 2002 to 6.9 million in
2003 - a 17% increase; representing a Gross Enrolment Rate (GER) of 99% (102%
gitls; 97% boys). The Government provides funds, through both the School
Instructional Management Book Account (SIMBA) and the General Purpose
Account (GPA), to procure needs-based materials and improve on some
infrastructure, thereby raising the quality of education.

Despite this performance, primary education continues to experience a number of
challenges, such as overstretched facilities, overcrowding in schools especially those
in urban slums, ASAL areas and pockets of poverty, high pupil-teacher ratios, high
cost of special equipment for children with special needs, diminished support by
communities, gender and regional disparities, increased number of orphans in and
out of school as a result of HIV/AIDS, poor management, and internal inefficiency
that negatively impacts on access, equity and quality. In addition, most parents are
under the impression that it is the Government’s exclusive responsibility to provide
all the necessary resources to support the primary education sub-sector. This
misunderstanding needs to be addressed.

There is need for a sustained support to FPE programme if the sector is to meet the
present challenges. To improve access and retention, there will be need for
appropriate teaching and learning environments, suitable furniture, water and
sanitation, and improved deployment of teachers to achieve reasonable class sizes.
Increasing access has to be directed towards the ASALs and other pockets of
poverty e.g. urban slums.

In order to address the above challenges, the Government is already undertaking
certain measures such as providing additional support to low-cost boarding schools
in ASALs; providing special capitation grants for special education; providing
support to NFS institutions offering the primary school curriculum in slum areas;
mobilizing resources from development partners in support of the FPE initiative;
and improving school health and nutrition in collaboration with the Ministry of
Health.

The process of consultation, through the Sector Wide Approach (SWAP) has begun,
but there is a need to build on and strengthen this consultation and coordination.
There are weaknesses in the areas of sector analysis, policy and planning, and overall
system monitoring and evaluation. There is need for closer coordination within the
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education sub-sectors in MOES&T, with the various line ministries (such as
Finance, Planning and National Development, Labour and Human Resource
Development, Health, Water, Local Government and Gender, Sports, Culture and
Social Services), and to extend consultations to key stakeholders such as parents,
NGOs, CBOs, faith-based organizations and the private sector. It is also essential to
strengthen the capacity of school management committees (SMCs), head teachers
and District Education Officers (DEOs) for the success of FPE.

3.3.2 Disparities in Education and Training

There has been a marked growth in the general enrolment rates especially at the
primary school level due to the introduction of FPE. However, both regional and
gender disparities are evident especially in the ASAL districts, pockets of poverty,
and urban slums. Primary education also faces challenges in retention, completion
and attainment rates. Increasing poverty and the HIV/AIDS pandemic have also
resulted in high dropout and low completion rates.

While the primary level participation rates are close to gender parity, there are wide
gender gaps at the secondary, TIVET and university levels. There is therefore need
for targeted support programmes for girls, fight against retrogressive or
discriminative cultural practices, and to embrace affirmative action as a strategy to
address existing inequalities affecting females, disadvantaged communities and the
disabled. There is need to increase the enrolment of girls at all levels of the
education system; boost retention and completion rates for gitls; improve
performance of girls in national examinations; reduce the gap in participation;
improve the performance of girls in mathematics and science in primary and
secondary schools; improve awareness and support for girls’ education; and provide
gender-sensitive teaching and learning materials and resources by creating linkages
with Government, publishers, development partners and communities.

3.3.3 Quality and Relevance of Education and Training

The education system is dominated by examination-oriented teaching, where passing
examinations is the only benchmark for performance because there is no internal
system of monitoring learning achievements at other levels within an education
cycle. This implies that there is need to set up internal systems of monitoring
learning achievements for primary school children, so that it will be possible to plan
for any intervention measures. In addition, performance in KCPE and KCSE has
been low over the years, particularly in mathematics and sciences. This is manifested
in the low transition rates to secondary and university.

3.3.4 Adult Basic Education (ABE) and Non-Formal Schools (NFS)

The ABE and NFES offer opportunities for those outside the formal school system
to benefit from education. One of the benefits of a successful adult education
system is that once parents become literate, they will value taking their children to
school. However, access and equity in ABE and NFS are characterized by low
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participation rates, and regional and gender disparities that arise from a long history
of neglect. The quality and relevance of ABE and NFES is affected by lack of a clear
policy, a negative image, lack of clear transition mechanisms, inadequate resources,
unqualified teachers, lack of teaching and learning materials, lack of quality assurance
mechanisms, and uncoordinated large number of service providers.

Currently, there are initiatives by Government that are directed towards providing
support to some NES schools that comply with the Ministry’s requirements on
accountability. The Government is also selectively providing teachers to ABE
programmes and teaching and learning materials have been developed for
accelerated learning. Under both NFS and ABE, the Government is carrying out a
needs assessment to determine the level of literacy among Kenyans. Finally, the
Government has developed a post-literacy curriculum and an accelerated curriculum
for those wishing to re-enter the formal education system.

3.3.5 Special Education

Special education has for a long time been provided in special schools, special units
attached to regular schools, and more recently through inclusive settings in regular
schools. However, special schools and units only cater for children with special
needs in the areas of hearing, visual, mental or physical challenge. This leaves out
other areas of special needs such as autism, multiple handicapped, specific learning
difficulties, and communication disorders.

The main challenges relating to access and equity include lack of clear guidelines on
the implementation of an all inclusive education policy, lack of data on children with
special needs, and inadequate tools and skills in identification and assessment. The
situation is compounded by inappropriate infrastructure, inadequate facilities, and
lack of equipment that make it difficult to integrate special education in regular
programmes. The sub-sector is also characterized by inadequate capacity among
many teachers to handle children with special needs, lack of co-ordination among
service providers, inappropriate placement of children with disabilities, inadequate
and expensive teaching and learning materials, and inadequate supervision and
monitoring of special education programmes.

The Government is currently implementing measures aimed at improving the
participation of children with special needs. Under the FPE, additional capitation
grants are provided to physically challenged children enrolled in special education
institutions and units attached to regular primary schools. In addition, the
Government continues to train primary school teachers in special education as well
as training teachers at university level in order to improve the national capacity. In
order to increase access and improve quality, there is need to:
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Box 3. 1:Strategies for improving access to /quality of special education.

e Rechabilitate and strengthen the assessment programme in order to facilitate
identification and placement of learners with special needs;

e Integrate special education programmes in all learning and training institutions
and ensure that the institutions are responsive to the education of learners with
special needs;

e Collaborate with and coordinate other providers of special education;

e Provide instructional materials through the waiving of duty on specialized
equipment and materials as well as provide incentives for local production of
such equipment as a way of reducing the cost of providing special needs
education; and

e Ensure that the national policy comprehensively defines areas of all special needs.

3.3.6 Management of Education and Training

There is a wide range of education and training managers and stakeholders involved
in the management of education institutions in Kenya. As a consequence, it is
necessary to decentralize some of the functions to the district and school level
managers and also clearly separate roles and functions of the various actors in the
sector. The Ministry should handle issues relating to policy development, curriculum
design, monitoring and evaluation, and quality assurance. Issues relating to day-to-
day operations, local supervision and resource mobilization as well as counselling of
students and staff should be left to local stakeholders with backstopping services
from the Ministry and other national level actors.

3.3.7 Human Resource Development

In order to provide efficient education and training services, the capacity and skills
of staff in the various offices and organizations involved should be commensurate
with the tasks they perform. Currently, the MOES&T faces various challenges with
respect to human resource development and management. In addition, there is no
adequate information and skills inventory to guide those who carry out deployment
functions. Further, while KESI is charged with the responsibility of training and in-
servicing education managers, it does not have adequate human and financial
resources to undertake this task effectively. In order to strengthen the capacities of
the human resource involved in the discharge of education services, there is need to
expedite the decentralization of education services and deploy senior and
experienced managers to lower level structures; expand the capacity and
programmes of KESI to provide in-service training to all heads of education and
training institutions and other personnel involved in the various aspects of
institutional management; and ensure that all persons serving as members of school
committees and BOGs are exposed to focused training educational institution
management.
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3.3.8 Teacher Management

The teacher training programmes cater for the development of teachers for pre-
primary, primary, secondary, special, vocational and technical education. The
primary school teachers are trained to teach all the subjects offered in the primary
school curriculum. However, the content is too wide while at the same time
acquiring the requisite pedagogical skills. In addition, there is the need for Primary
Teacher Education college curriculum to encompass emerging issues such as
HIV/AIDS education, drug and substance abuse, among others. The curticulum for
this level should place more emphasis on child-centred approaches in teaching so as
to enhance both quality and motivation.

3.3.9 Information and Communication Technology

Information and Communication Technology (ICT) skills play a key role in
promoting economic development of a country. Against this background, education
should be made the natural platform for equipping the nation with ICT skills in
order to support a dynamic and sustainable economic growth. To facilitate faster
dissemination of ICT skills, there is need to work with other stakeholders in
establishing ICT capacities across the country. In turn, this will facilitate the use of
education institutions as hubs of ICT dissemination in rural areas.

3.3.10 Cost and Financing Education and Training

The financing of education and training encompasses all financial outlays by central
and local Government, the private sector, NGOs, households, communities, and
external donors. The average Government spending on education and training,
excluding the share by households has ranged between 5% and 7% of GDP. At the
national level, the recurrent Government spending on education has been higher
than any other social sector spending. In addition, education recurrent budget has
risen from 35% of public sector recurrent budget in 2000 to 40% in 2004. There is
therefore need to prioritise spending within the sector and to have detailed and
rationalized costing of these programmes in line with the resource envelope.

3.4 Proposed Interventions

At present, the main MOES&T spending areas are primary education including
teacher salaries that takes about 52% of the total education budget (recurrent plus
development), followed by secondary education (about 25%), and the university
sub-sector (capitation grants to the universities, and to Higher Loans Board for
student loans and bursaries). Thus, the most important part of the projection of
costs and resource requirements for education represents the costs of primary and
secondary teacher salaries, as these teacher costs together represent about 4.6% of
GDP.
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The Government should continue to provide capitation grants for instructional
materials as well as for general purposes for NFS. The proposed programmes
include investment in national NFS coordination, teacher support, and revision of
the NFE curriculum. Investment in ABE will entail close collaboration between
MOES&T and the Ministry of Gender, Sports, Culture and Social Services
(MGSC&SS). Currently, the MGSC&SS plans a series of interventions in ABE,
which include advocacy, provision of quality ABE, hiring of part-time teachers,
development of an examination system, and networking within ABE.

The proposed investment support programmes for special education will include a
national survey in order to determine the children with special needs, and to
determine the equipment needs. Other proposed investment programmes will
include teacher training in order to handle children with special needs, provision of
equipment, teaching and learning materials to resource centres and special
institutions, grants to special schools, running costs for resource centres, and
capacity building for advocacy and awareness creation.
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The MOEST proposes the following quality assurance, control and standards for its
programmes:

Box 3.2:MOEST’s proposals for quality assurance, control and standards

Improved school-based supervision whose objective involves organizing subject-based in-service
courses with the aim of imparting special skills in methodology;

Enhanced quality assurance and control, to ensure that learning processes are relevant to the
needs of society and achievable with available resources;

Monitoring and evaluation of MOES&T programmes, to take stock of levels of achievement
attained against the objectives. It also entails ensuring quality control of teachers’ curriculum
delivery, teaching/learning materials, and the school environment;

Action research on teaching and learning methodologies to improve education standards and
performance; the aim is to ensure that teachers use appropriate teaching methods and
techniques, correct interpretation of the syllabus, proper preparation and planning, and
appropriate mastery of subject mattet/content;

Development of a national accreditation system and a national assessment system for
continuous professional development;

Implementation of Student Achievement Monitoring Programme (SAMP), to facilitate quality
improvement by assessing learning outcomes, and the acquisition of minimum learning
competences, at each grade level;

Review of ABE and NFS examinations;

Establishment of an educational broadcasting channel at KIE;

Establishment and operationalization of a national assessment system; and

Adoption of alternative teaching approaches such as multi-grade, double shift and mobile
schools in order to enhance access and retention. Multi-grade teaching is suitable in areas with
low enrolment and/or few teachers; double shift where enrolments are high and there are
limited classrooms; and mobile schools within nomadic communities.

The proposed programmes under ICT and monitoring and evaluation will entail
investment in FEducational Management Information System (EMIS) and
monitoring the whole investment programme to ensure that the set objectives are
monitored. The other costs that need to be included are future costs of
administering the education and training system and the teachers’ salaries both at
primary and secondary school levels. These costs are recurrent in nature and
constitute a high proportion of total investment in education and training.
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3.4 Resource Requirements

In order to achieve EFA by 2015, there will be need for substantial investment in
education and training at ECDE level, primary school level, secondary school level,
NFS, ABE, special education, HIV/AIDS, capacity building, quality assurance and
standards, health and nutrition, school feeding, and monitoring and evaluation. In
addition, substantive resource requirements will be required to meet the recurrent
costs for administering the investment programme and payment of teachers’
salaries. The proposed investment programme entails both enhancement of
ongoing initiatives (e.g. FPE) and new initiatives (e.g. capacity building).

Table 3.1: Summary of Indicative Education Costs: 2005/06 — 2014 /15 (Million KShs
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CHAPTER 4

GENDER EQUALITY AND WOMEN EMPOWERMENT

4.1 Introduction

The Millennium Development Declaration commits member countries to promote
gender equality and the empowerment of women as effective ways to combat
poverty, hunger and disease and to stimulate development that is truly sustainable.

MDG Goal 3 focuses on women and girls’ historical disadvantage and identifies
men and boys as strategic allies in transforming the factors causing this disparity.
The gender equality goal mainly focuses on eliminating gender disparities in
education at primary, secondary and tertiary levels, in addition to adult literacy. The
gender goal also incorporates indicators which address persistent gender differences
in labour market opportunities, legal rights, and the ability to participate in public life
and decision making e.g. the share of women in wage employment in non-
agricultural sector and proportion of seats held by women in national parliament.

The concept of empowerment is related to gender equality but distinct from it;
empowerment lays in the ability of a woman to control her own destiny. This
implies that to be empowered, women must not only have equal capabilities and
equal access to resources and opportunities, but must also have the space to use
those rights to make choices and decisions provided through leadership
opportunities and participation in political institutions.

4.2 Gender Equality and Women Empowerment Profile

Glaring gender gaps exist in access to and control of resources, in economic
opportunities and in power and political voice. Overall, women continue to have less
access to social services and productive resources than men. Women remain vastly
underrepresented in parliament and local authorities and account for 8.3% of the
seats in the National Assembly. Gitls are less likely to attend school than boys. Even
when there is gender parity at lower classes in primary school, girls drop out, often
due to unwanted pregnancy, poverty mainly accentuated by deaths of parents due to
HIV/AIDS, and very often due to heavy domestic workload. There are also large
wage gaps and only a small proportion can be explained by gender differences in
education, work experience or job characteristics.

4.2.1 Women and the Economy

Women comprise over 51% of the total population and over half of the labour
tforce. Despite this, their recorded contributions to GDP continue to be minimal.
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Most women are still engaged in subsistence and smallholder agricultural
production, and the care economy. However, women’s labour is not adequately
captured or recognized in the system of national accounts, nor rewarded. This also
applies to women’s household chores such as cooking, fetching firewood, collecting
water and care for other family members, including reproductive roles and childcare.
The Central Bureau of Statistics (CBS) has recently embarked on developing
measures to capture data on women’s contribution to GDP into the national
accounts, in addition to the regular data on wage employment in both agricultural
and industrial sectors and the routine disaggregating of survey data by sex. The CBS
is however constrained by its current capacity, insufficient staffing, and lack of skills
in gender analysis.

During 1998/1999, the labour force patticipation rate was higher for males at 84.5%
compared to 80% for females. The male labour force participation rates were lower
than for females for age groups 15-19 and 20-24, and the reverse was true for all
other age groups. This shows that women start working much earlier than males.
Although on average the male labour force participation rates have remained higher
than those for females, the gap between them is gradually narrowing. The CBS data
on wage employment shows that the proportion of women employees in the
modern sector has remained stagnant at around 29.5% during 2000-2003. The
Government undertook to enhance the participation of women in both labour force
and employment. The country has recorded some level of success, but there is a
need to increase women’s labour force participation rates.

4.2.2 Women and Health

The objectives of Kenya’s health policy include the reduction of morbidity and
mortality, reduction of fertility, and promotion of primary healthcare. The
decentralization of management of health facilities and financial resources to the
districts has created an enabling environment for the implementation of healthcare
activities including safe motherhood. The success of reproductive health policies was
reflected in fertility declines from a total fertility rate of 8.0 children in 1977 to 4.7
children in 1998. However, decline in donor funding led to deterioration of services
and shortage of contraceptives. In addition, factors such as non-involvement of men
have continued to undermine the family planning programme; while failure to target
adolescents and youth has resulted in unwanted pregnancies and the consequent
illegal abortions. The earlier gains are being eroded, leading to increased fertility and
reduced life expectancy for both males and females. The understaffing and poor
quality of health services, coupled with cost-sharing policies, has constrained women
trom using health services especially in the rural areas.

Maternal mortality has been increasing in the last decade. Maternal mortality is
mainly due to inadequacies and/or deficiencies in implementation of reproductive
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healthcare. More than half of public health institutions are pootly equipped to
handle pregnancy-related complications, while only about 42% of pregnant women
have births attended to by skilled personnel. This means that most deliveries take
place at home assisted by poorly skilled traditional birth attendants. Adolescents and
youth lack appropriate information and services to respond to their reproductive
health needs and engage in unprotected sex, experience the highest levels of STIs,
unwanted fertility, risk complications in pregnancy and delivery, and are the leading
contributors to abortion and abortion-related mortality. To reduce bring down the
high maternal mortality, the government has to address several challenges including
the need to ensure the availability of adequate maternity services and to address
complications caused by unsafe/induced abortion, malaria, and HIV/AIDS, among
others.

4.2.3 Women and HIV/AIDS

The HIV/AIDS is a severe health problem in Kenya. Virtually, all aspects of
development have felt its impact within households, communities and at the
national level. On a positive note, recent information indicates that its prevalence
has slightly declined, although it is still higher for women than men. Women are
mote vulnerable than men to HIV/AIDS both due to biological factors and socio-
cultural barriers to women’s autonomy such as expectations for a wife to satisfy their
husbands on demand; women are not expected to discuss sex or make decisions
about sex; ignorance about sex is seen as a sign of purity while too much knowledge
is a sign of immorality; women may be pressured into having sex as a sign of love
and obedience; woman rarely have a say on whether to use a condom; insistence on
condom use invites suspicion of infidelity; violence against women and multiple
partners may be culturally acceptable; men tend to seek younger partners to avoid
infection; and sex with a virgin is believed to cure AIDS.

4.2.4 Violence Against Women

A nationwide surveys undertaken by Population Communication Africa, in
association with the National Council of Women of Kenya during the period
2001/2002 revealed that gender abuse and violence continues to be a widespread
phenomenon among Kenyan women and girls. In particular, domestic violence
continues to be the most common form of violence in Kenya, with men being the
main perpetrators. Physical and sexual assault is most common among young girls
particulatly at puberty, and is perpetrated by older males within homes and schools.
For many adolescent girls and young adult women, further abuse episodes are
associated with early marriage, from intimate partners or male relatives. Expectedly,
both physical and sexual violence and abuse were commonly reported among the
young and vulnerable than older, stronger or more powerful young adults.
According to police records, the number of reported cases of rape and attempted
rape rose steadily from 1,050 in 1997 to 2308 in 2003. During the same period cases
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of assault and battery increased from 10,288 in 1997 to 13,401 cases in 2003. The
number of women who sought legal aid from FIDA has also increased in the recent
past.

The above trends demonstrate a heightened awareness among the victims as well as
the general public that rape and battery are criminal offences which must be
reported and punished, resulting from the intensified education and awareness
created by the anti-violence crusaders in both government and NGOs.

4.2.5 Education and Training

The national education policy emphasizes the right of every child to education and
the duty of the Government and parents to ensure this. The Children’s Act (2001)
ranks provision of basic education as a basic human right that every Kenyan child
should enjoy. The Act promotes equal educational opportunities for both girls and
boys through provisions for addressing cultural, religious, and other forms of biases
particularly against girls. Education is currently undergoing reform to improve the
quality and internal efficiency.

Currently, it is not compulsory for all children to pass through early childhood
education institutions in order to qualify for primary school. Although there is low
gender disparity in enrolment, the national average enrolment of 35% is low and
there are major regional disparities, with ASALs and urban slums recording the
lowest enrolment rates. Since the burden of pre-primary education is borne by
households, there is higher access by children from non-poor families while poor
tamilies (dominated by female-headed households) are at a disadvantage. Despite the
tree primary education, the children from poor families are denied this foundation to
education and hence experience difficulties in coping with primary education.

Primary educational has shown impressive gains in enrolment since independence
and currently has achieved near gender parity. There was also a large increase in
enrolment due the introduction of free primary education programme in 2003,
although this has led to overcrowding and overstretched facilities, teachers and
financial resources. However, some regions still have low enrolment and high
dropout rates for girls due to customary values, limited infrastructure and amenities
especially water and sanitation, and the burden of household responsibilities. Gitls
also drop out of school on account of pregnancies, early marriages and gender
violence within communities and school environments.

In the secondary education sector, the secondary-school age population has been
growing more rapidly than enrolment in the secondary education cycle. Boys
outnumber girls, though by a small margin, due to limited secondary school
opportunities for girls, high cost of education which forces poor parents to invest in
boys’ education, patriarchal values and practices leading to preference for sons
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compared to daughters, dropouts due to pregnancy and early marriage, while
HIV/AIDS also force gitls to drop out of school to work and care for sick relatives.

The data on enrolment in the polytechnics and technical training institutes shows
that the ratio of female enrolment to total has slightly increased from 30.4% in
1997/98 to 39.4% in 2003/04. Although the proportion of female students shows
an upward trend, their numbers are still too low, mainly on account of traditional
attitudes and practices which discourage girls from enrolling in mathematics and
sciences, and limited facilities supporting technical subjects in girls’ schools.

Kenya has five public universities with an enrolment of over 52,408 in 2003,/2004.
The ratio of females has increased from 27.8% in 1995/96 to 30.8% in 2003/04.
The relatively lower admissions of female students into universities reflect the
cumulative effects of the factors that hinder girls’ participation and performance at
primary and secondary school levels. The recent decision to put the cut-off points
for female students at one point lower than their male counterparts during
admission aims to narrow this yawning gender gap.

Total enrolment in private accredited universities has increased from 3,646 in
1997/98 to 8,021 in 2003/04, while their proportion of female students has
increased from 50.3% to 54.5% during the same period. It is notable that private
universities, which charge higher fees compared to public universities, have slightly
higher female students than males.

4.2.6 Women in Power and Decision Making

Opver the years the Kenyan women has been grossly underrepresented in both the
political and other leadership spheres. In 1998, women constituted only 4.1% of
members of parliament, but this has increased to 18 women or 8.3% of the total.
Some of the barriers to women’s representation in patliament are traditional cultures
(which fail to support women leadership), the high costs of mounting election
campaigns, lack of campaign and leadership skills, and lack of information. A
disconnect within the women’s movement also robs them of valuable support from
the women constituency.

In the recent past, the Government has appointed women to key positions, but this
is still below expectations. As of June 2003, the proportion of women in the
judiciary was 36.4%, where most of them are in the rank of the chief magistrate and
below. As there are no quotas or policy on affirmative action in this area, the
appointment of women to senior positions is the prerogative of appointing
authorities, mainly the President.
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4.3 The Policy and Legal Environment for Gender Equality and
Women Empowerment

4.3.1 Policy Framework

Those economic sectors dominated by women and the poor are at the periphery of
the economy and have meagre investment resources. The greatest obstacle in
achieving Gender Equality and Women Empowerment is that most of Kenya’s
development policies and strategies are grounded and rationalized by the paradigm
of gender and regional inequalities.

4.3.2 Women and Poverty

The national policy and legislative environment for gender equality has not changed
significantly in the last decade. However, the new NARC administration has slightly
widened democratic space through (a) ongoing poverty reduction and wealth
creation strategies, (b) strengthening institutions of governance and other legislative
reform to reduce inequalities and human rights violations, (c) rehabilitation and
expansion of physical infrastructure to increase productivity and enhance
opportunities for trade and communication, and (d) investment in human capital
through free primary education, the proposed National Social Health Insurance
Scheme (NSHIS), and prioritising the fight against HIV/AIDS. The Government
has made considerable efforts to enhance the welfare of the poor, especially through
the ERS and the PRSP. In addition, the preparation of the Medium Term
Expenditure Framework (MTEF) includes key Kenyan stakeholders, with women’s
participation having improved and gender concerns routinely incorporated in sector
plans.

4.4 Specific Policies and Legislation Necessary for Gender
Equality and Women Empowerment

4.4.1 HIV/AIDS

The relevant policy documents on HIV/AIDS in Kenya recognizes the gender
dimensions of the pandemic, especially the rising prevalence rates among women
compared to men, and infection among younger women at an earlier age. However,
explicit strategies that focused on gender issues in relation to HIV/AIDS were not
included in the development policies and programmes until November 2002 when
the gender aspects of the pandemic led to the establishment of the Gender and
HIV/AIDS Sub-committee of the National AIDS Control Council NACC) to put
in place strategies for mainstreaming gender into the Kenya National HIV/AIDS
Strategic Plan.
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4.4.2 Adolescent Reproductive Health and Development Policy

This policy was prepared in 2003 and outlines measures to address the concerns
about adolescents and youth raised in various international conventions, conferences
and instruments regarding poverty and socio-economic development, participation
in the labour market, school enrolment and dropout, the family, migration,
reproductive health information and services, HIV/AIDS and sexually transmitted
infections (STIs), safe motherhood, unsafe abortions, and harmful practices.

4.4.3 Affirmative Action

The Government is implementing some affirmative actions e.g. in admissions of
female students to public universities, and allowing girls who drop out of primary
and secondary school due to pregnancies to re-enter and complete their education.
However, affirmative actions are selectively implemented without a grand plan for
gender equity in all facets of human life.

4.4.4 The Budget

The macroeconomic framework adopted by the Government is a pro-growth
strategy that focuses on promotion of access to markets through infrastructure
provision, credit and employment generation, increased public resources towards
poverty reduction, enhanced security of the poor and vulnerable groups, and human
capital development. However, there is no sufficient appreciation of the need for
application of gender-responsive budgeting. For example, in 2003, 13 ministries
failed to make budgetary allocations for gender activities and 10 ministries did not
allocate staff to be responsible for gender units. Only the Ministry of Agriculture and
Livestock Development had incorporated gender issues into its functions through
establishing Gender Equity Mobilization Units. Furthermore, most ministries do not
have staff responsible for the Units on Gender Issues (UGIs).

4.4.5 The National Policy on Gender and Development

This draft National Policy on Gender and Development will facilitate the
mainstreaming of the needs and concerns of men and women in all areas in the
development process. The policy has made several important suggestions in respect
of regulatory and institutional reforms that can be undertaken to ensure that
obstacles to equitable sustainable development are removed. The policy identifies
key forms of discrimination in respect of customary law, the law of succession, and
citizenship as well as cultural biases against women perpetuated by the patriarchal
social structure of Kenyan communities. This policy needs to be widely disseminated
to Kenyans to create awareness and support for implementation.

4.4.6 Women'’s Participation in Leadership and Decision-making

Marked progress has been made in this area although more still needs to be done.
For example, following the 2002 General Elections, the number of women
Members of Parliament doubled from 9 in the 1997 elections to 18 in 2002. This
achievement was not confined to the National Assembly, but was reflected in the
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various elective positions and in appointments made in the public service including
parastatals, the judiciary, the police force and the local authorities.

4.4.7 Free Primary Education

The free primary education programme has accorded equal educational
opportunities to boys and girls, resulting in almost gender parity in primary school
enrolment. However, more girls than boys still experience obstacles in school
enrolment, participation and transition, due to socio-cultural practices.

4.4.8 Governance, Justice, Law and Order

The Ministry of Justice and Constitutional Affairs has included gender in its strategic
plan under the Governance, Justice, Law and Order Sector (GJLOS) Reform
Programme to make the formal justice system more accessible to the poor and
women and strengthen informal/traditional justice system, including removing
gender discriminatory aspects and strengthening linkages and crossover between the
two systems.

4.4.9 National Plan of Action for Elimination of Female Circumcision

The plan of action, launched by the Ministry of Health, will assist in the
implementation of the provision in the Children’s Act outlawing female genital
mutilation (FGM) through education campaigns mainly focused on girls, their
families and communities. Wide dissemination and full implementation of the
Children’s Act will assist to address violations of children’s rights including those
that are gender based.

4.4.10 Gender-Disaggregated Data

The Central Bureau of Statistics is the repository of planning information and data.
The Bureau has embarked on engendering data collection processes but lacks skills
in gender analysis. For example, gender based violence statistics is not disaggregated
by sex.

4.4.11 The Legal Framework

The draft Kenya Constitution is a milestone towards achievement of enhanced
governance in the country. The key areas in the Constitution on women
empowerment include commitments to non-discrimination based race, sex,
pregnancy, marital status, health status, ethnic or social origin, colour, age, disability,
religion, conscience, belief, culture, dress or language. The draft Constitution also
commits the Government to implement affirmative action in policies and
programmes to benefit individual or disadvantaged groups in accessing education
and gainful employment; participation in governance; and guarantees equal political
rights and freedom from discrimination, exploitation or abuse.

The Children’s Act 2001 is intended to give effect to the principles of the
Convention on the Rights of the Child (CRC), the African Charter on the Rights and
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Welfare of the Child, and address related issues such as early marriages, FGM, right
to survival, health and medical care, education, protection from child labour, sexual
exploitation, prostitution, harmful drugs, and for legal assistance by the
Government. Following the enactment of the Children’s Act, both boys and girls
have been accorded equal education opportunities through the free primary
education programme. In addition, the Family Court has been established as a
Division of the High Court and is fully operational.

A comprehensive Draft National Employment Policy that mainstreams women’s
rights in employment and bans child labour has been formulated. In addition,
recommendations of a Task Force appointed to review labour laws also address
gender imbalances in employment and labour practices.

The Public Officer Ethics Act, 2003 was passed to guide the conduct of public
officers, and includes an elaboration of what constitutes sexual harassment and
identifies the Public Service Commission as the institution responsible to investigate
and take disciplinary actions.

The Domestic Violence (Family Protection) Bill is due for reintroduction in
parliament, and provides for judicial intervention in cases of domestic violence,
including physical, sexual, psychological harassment, intimidation, and destruction of
property. The HIV Bill has been revised, and provides for criminalization of
deliberate spread of HIV/AIDS by infected people, and ease of access to services
(include life insurance).
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4.4.12 Establishment of Key Commissions
The Government established a task force in 1993 to review all laws relating to
women. Its recommendations include:

Box 4.1:Recommendations of the government’s 1993 task force on laws relating to women

e Recognize full-scale equality between women and men, on matters such as citizenship
and personal choice linked to customs;

e FEliminate discrimination in traditions, policies and laws, which violate women’s rights,
and ease the burden on women of social problems emanating from poverty,
unemployment, poor health, child bearing and childcare roles, illiteracy, physical
violence and negative cultural practices;

e Implement affirmative action policies in public recruitment, working conditions,
education and training and in information and media, both in law and policy, to
redress the deeply rooted disadvantages in the domain of governance;

e Remove inequalities in the economic opportunities and policies and in access to
resources in all policy instruments relevant to sustainable human development, which
Kenya has developed or signed;

e [Establish mechanisms to progressively implement policy, administrative and legal
reform in the area of gender through oversight, coordination, and monitoring the
implementation of legal and policy recommendations and strategies, and work with
the Attorney General’s Office and the Kenya Law Reform Commission to ensure
amendment and development of laws and regulations aimed at removing the sources
of gender inequality.

The Kenya National Commission on Human Rights was established by law to
promote and protect human rights and ensure that innate rights are not violated;
educate, inform and sensitise the public on human rights; and observe the principle
of impartiality and gender equity in the course of its work.

The Kenya National Commission on Gender and Development, established under
the National Commission on Gender and Development Act 2004 is mandated to
coordinate, implement and facilitate gender mainstreaming in national development
and advise the Government on gender with the core mandate to undertake lobbying
and advocacy, monitoring and evaluation, and oversight for legal reforms on issues
affecting women and the girl child.

Kenya is also a signatory to international conventions and treaties, including the
Protocol to the African Charter on Human and People’s Rights adopted at the July
2003 AU Summit, Convention on the Elimination of all Forms of Discrimination
Against Women (CEDAW), Convention on the Rights of the Child (CRC),
Commission on the Status of Women, and African Platform of Action. Most of
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these agreements have provisions for periodic reporting and domestication e.g. CRC
and CEDAW.

4.5 Institutional Mechanisms for Implementation

The existing national machinery for implementing gender and development goal is
the Ministry of Gender, Sports, Culture and Social Services (MGSC&SS), which
houses the Department of Gender. The National Commission on Gender and
Development Act has been passed and the Commission formed and operational.
Other relevant institutions include civil society organizations, CBOs, women groups
and development partners.

4.5.1 The Government

The Government has the core responsibility for policy formulation, implementation
of gender equality interventions, and gender mainstreaming through the MGSC&SS.
In 2004, the National Commission on Gender and Development was established
through an Act of Parliament to coordinate, implement and facilitate gender
mainstreaming in the national development and to advise the Government and
other organizations on gender issues.

Prior to the establishment of the department of Gender, the Women’s Bureau, a
division within the Ministry, was the national machinery for the advancement of
women. Its mandate included the formulation, implementation and monitoring of
policies on gender issues, coordination of gender-related activities, and collection,
analysis and dissemination of sex-disaggregated data, among other functions. The
Women’s Bureau, however, lacked the capacity to carry out its mandate effectively
due its low status, which limited its negotiating capacity for adequate budgetary
allocation to support gender equality and women empowerment. Although the
Women’s Bureau has now been elevated to the Gender Department headed by a
Director, there is still gross understaffing, minimum financial resources, insufficient
equipment (e.g. computers and vehicles), and lack of capacity in gender analysis.

The Department of Gender coordinates its networking activities through the Units
on Gender Issues (UGIs) in line ministries. Although the UGIs were established in
most Ministries, they are either ineffective or non-functional due to lack of adequate
capacity and resources.

4.5.2 Civil Society Organizations and Local Level Institutions

There are many effective civil society organizations (CSOs) actively involved in
coordination and implementation of gender equality. Their activities include
development and gender, law and gender, women and politics, and women and
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micro-finance. Although these organizations are active in advocacy on the role of
gender in the development process and even collaborated in the development of the
PRSP, inter-agency interactions between them and with policy makers are not
strong. There is need for stronger linkages among the CSOs, and support through
capacity building and budgetary allocations. Their main source of support is the
international development agencies, a link that perhaps limits their independence in
preparing their development agenda.

4.5.3 Development Partners

The development partners continue to give technical and financial support for the
programmes and activities geared towards gender issues and concerns in vatrious
Ministries and CSOs. The programmes supported include advocacy, capacity
building and research activities. The agencies have been supporting gender-
mainstreaming programmes with the MGSC&SS, and areas of support include
conducting baseline surveys on women empowerment, sensitisation activities in
selected districts on gender issues, and dissemination of survey results.

The challenges facing almost all the institutions implementing the gender equality
policies and programmes include lack of capacity, inadequate financial and material
resources, and weak coordination. In addition, the Gender Focal Points (GFPs) have
no specific budgets for gender activities, and the personnel manning the national
machinery and the GFPs lack specialized training on gender issues. The national
focal point should improve its collaboration, coordination and networking with
CSOs and development partners. There will be need for capacity building in all the
institutions and allocation of adequate resources for their activities.

A monitoring and evaluation system should be established to strengthen the gender
equality and women empowerment agenda. The data compiled by the MGSC&SS is
inadequate, and is mostly limited to tabulation of tables by sex. The Gender
Department also lacks personnel and skills in gender-based statistical analysis, and
most of the work in this area is therefore sporadic and haphazard.

4.6 Challenges to Gender Responsive Reform

There are two challenges to gender responsive reform with ramifications for gender
equality: (a) the legacy of violation of gender responsive policies, regulations and
laws; and (b) the non-implementation of the findings of the task force on laws
relating to women and policies contained in the policy documents e.g. the PRSP.

Kenya is a signatory to and has ratified several international human rights

instruments, which should be domesticated into municipal law to ensure gender
equality. Key gender discriminatory practices requiring policy/ legal reform include:
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Box: 4.2:Key gender discriminatory practices in kenya

Education/ literacy undermined by son preference and eatly marriage, bride price, division of
labour in the household that limits a git]’s time to concentrate on education, and enforcement
of legislation such as the Children’s Act and rational age of marriage;

e Health including reproductive health (early marriages, FGM, son preference in nutrition) and
need to amend the Children’s Act to make men also legally responsible for children;

e HIV/AIDS regarding widow inheritance, polygamy, and high incidences of sexual abuse and
rape; this requires review of matrimonial laws to register all marriage, right to choose spouse, and
give same rights and responsibilities in marriage and dissolution;

e Labour and social security regarding perception of women as minors dependent on husbands to
justify exclusion from benefits, and discrimination based on pregnancy;

e Agriculture regarding gender-blind policies in provision of extension services and division of
labour; this should include addressing the patriarchal inheritance practices and membership in
cooperatives;

e Access to property rights: the Succession Act (which excludes agricultural land and produce
trom its provision), and the Constitution (which permits discriminatory customary and religious
laws that limits a woman’s access to inheritance). This should be addressed through completing
the constitutional review, the national gender policy and its implementation, amendment of the
Succession Act, and land tenure legal and policy reform;

e Access to financial resources, whose access is normally limited by lack of access to credit due to
lack of collateral;

o Access to leadership and decision-making as a result of non-implementation of
gender-responsive policies

4.7 Proposed Gender Responsive Interventions

The human rights approach was used in identifying interventions and programmes
tor Gender Equality and Women Empowerment.

The interventions have four broad objectives: building the essential capabilities,
economic and political opportunities, systemic issues, and provision of security to
women to ensure their ability to participate in the economic and political affairs of
the country.
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The broad interventions to build the essential capabilities include:

Box 4. 3: Gender responsive interventions

e To increase awareness and provide education on women’s reproductive
health and rights (including negative cultural practices, safe motherhood
and family planning services, and sexual maturation education in schools
and communities);

e Preventing practices that are harmful to women’s sexual and reproductive
health and promote rights through legislation (e.g. on equality, domestic
violence, FGM, HIV/AIDS, establishment of gender focal points, and
sufficient budget for reproductive health); and

e LEffective monitoring and implementation of laws protecting women’s

human rights.

The broad interventions on economic and political opportunities include provision
of budgetary and human resources for gender focal points across all Ministries,
financial support to women’s organizations and ensure access to independent
sources of income for women, ensure that social protection schemes reach women
on equitable basis as men, ensure the right to own and inherit property (issuance of
identity documentation, legislation, enforcement, land titling and registration),
promote access to credit and work (equal access to work and pay, recognition of
women’s responsibility to care for dependants, grievance redress mechanisms),
provide access to infrastructure to reduce women’s work burden (access to clean
cooking fuel and access to safe drinking water), enhance ability to improve political
representation, and vocational training for women

The systemic issues include strengthening ministries and government agencies to
handle gender issues, implementing international agreements on ending gender
discrimination (such as CEDAW, CRC, Beijing Platform of Action), and supporting
the set up of data systems to monitor progress towards the gender equality goal.

The fourth objective is the provision of security to women to ensure their ability to
participate in the economic and political affairs of the country, which includes
preventing violence against women through legislation, awareness campaigns and
education; promoting awareness of women’s rights to legal redress and state
services; improving state responsiveness to incidence of violence and rehabilitation
of victims of gender based violence; and provision of counselling services, shelters,
rehabilitation setrvices, conciliation and medication setrvices.
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4.8 Intervention Costs

4.9 Conclusion

A wide range of interventions, coverage targets and costs has been proposed and fall
under the five main categories: (a) social mobilization, awareness creation and
sensitisation; (b) institutional strengthening and programme implementation; (c)
lobbying and advocacy for gender sensitisation; (d) building coalitions and
mobilizing support for policy development, law reform, enactment and
implementation; and (e) research, information, monitoring and reporting.

The strategies for mobilizing necessary resources should focus on increased
budgetary allocations to the Ministry responsible for gender, budgetary allocations in
the sector Ministries towards activities for mainstreaming gender within sectors, and
the balance from international development partners as part of their commitment to
the Millennium Declaration. Most Kenyan households are experiencing abject
poverty, whose prevalence is higher among women, and should not therefore
shoulder a big burden in the implementation of the recommended actions. It is
however necessary to identify CBOs such as women, welfare and youth groups to
collaborate with households in meeting the costs of the proposed interventions. The
resources of NGOs and the private sector should also be harnessed, and their
efforts coordinated, supported and harmonized.

The cost of gender exclusion will be increased anomie and alienation (due to
powerlessness and breakdown of the social fabric); increased abortion; commercial
sex work leading to increased abortion and HIV/AIDS; increased gender-based
violence; low education particularly for girls; low agricultural productivity; and lack
of equitable access to leadership and decision-making.
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CHAPTER 5

IMPROVING CHILD SURVIVAL

diarrhoea, measles, malaria, and malnutrition — or from a combination of these
conditions.

5.1 Introduction

Goal 4 aims at reducing child
mortality and the target is to
“reduce by  two-thirds,
between 1990 and 2015, the
under five mortality rate”.
Several international public
health initiatives in recent
decades have focused on
children. Infant and
childhood mortality declined
rapidly in Kenya as a result of
these initiatives between the
1970s and the 1990s. But
diarrthoea and the six target
infectious diseases are still
leading causes of disability
and death among children.
Immunization rates slipped in
Kenya during the late 1990s.
The result is that the
mortality of children under
age 5 has continued to
increase in the 1990s. The
majority of these deaths
result from five diseases —
acute respiratory infections,

Although most of these diseases are preventable or manageable, this burden of
disease is projected to continue to 2015 unless greater control measures are taken.
To reduce these unnecessary child deaths, WHO and UNICEF implemented a new
approach for improving child health in the mid-1990s - the Integrated Management
of Childhood Illnesses (IMCI) strategy. The IMCI strategy combines better
management of childhood illness with nutrition, immunization, maternal health, and

other health programmes.
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The core of IMCI is training health staff for integrated case management, but it also
strives to improve the management of childhood illness throughout the health
system and to enable communities and families to practice better health. To
accomplish its goals, IMCI is trying alternative training methods to accelerate the
improvement of health workers’ case management skills and is seeking innovative
ways to get communities to participate.

5.1 Situation Analysis

One of the key observations in Kenya’s demographic history has been the rapid
decline in infant and child mortality in the 1970s and early 1980s, and an upsurge in
the nineties. In addition, there has been a decline in the level of child immunization,
a key indicator of child health. Children aged 12-23 months receiving full vaccination
against vaccine preventable diseases fell from 65% in 1998 to 60% in 2003. Table 5.1
gives a summary of trends in under-five mortality.

Table 5.1: Trends in Infant and Under-Five Mortality since 1989 by sex

Trends in Under Five Child mortality
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The expected target for the achievement of the MDG goals are to reduce by two
thirds, between 1990 and 2015, the under five mortality rate, which translates to
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reducing from 99/1000 in 1990 to 33/1000 in 2015, despite the fact that the rate has
since increased to 115/1000. Secondly, it is tatgeted to increase the proportion of
one-year olds immunized against measles from the current 76% to 100% by 2015.

5.2 Challenges

The major challenge in reduction of child mortality is the continued increase in
mortality rates since the 1990s in all regions of the country. There is inequity in
access to health care services while the cost of accessing health care is high especially
tfor the poor. The opportunity is that the Ministry of Health is endeavouring to
strengthen programmes that are currently supporting child health. These include
Kenya Expanded Programme of Immunization (KEPI), Control of Diarrhoeal
Diseases and Acute Respiratory Infections, Nutrition, STI/HIV/AIDS, and Malatia.
There is also a Government proposal to initiate a National Social Health Insurance
Scheme that will ensure universal access to sustainable health care.

The five-year interval for which the mortality rate is computed may provide
misleading policy options, and it is more interesting to focus on mortality within
various age cohorts. For example, the mortality data based on the 2003 KDHS
showed that 29% of the child deaths occurring in the first five years of life take place
within one month after birth (neonatal mortality), 66% within the first year, and the
remaining 34% in the remaining 1-4 years. It is therefore important to investigate
and work on the causes of mortality within the first month after birth, if any
progress is to be achieved in reducing under-five mortality.

Ensuring a critical mass of the human resource with skills needed to manage
childhood illness remains a challenge to the government. The freeze on
employment, worsened by high levels of attrition, has greatly reduced the skilled
personnel that would provide the required services in the existing and new public
health facilities. Inadequate supplies affect sustainable quality healthcare necessary
for reduction in child morbidity and mortality.
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5.4 Interventions

Effective low cost interventions available can prevent at least 2/3 of child deaths.
Some of these interventions are preventive such as breastfeeding, use of insecticide-
treated materials, complementary feeding, zinc and vitamin A supplementation,
improved delivery procedures, and immunization. The curative aspects include
treatments such as oral rehydration therapy, antibiotics for sepsis and pneumonia,
anti-malarials and newborn resuscitation. There is also a direct linkage between the
health of the newborn and that of the mother. The IMCI strategies provide this
simple comprehensive service delivery in addition to interventions that target the
mother. In addition, lack of improvement in child health indicators may be
attributed to the risk of mother-to-child HIV transmission coupled with other
contextual HIV/AIDS and poverty synergies. The key child health service is
therefore to scale up IMCI to cover all areas.

Table 5.2: Matrix of interventions

5.5 Costing

The package to determine resources for the health sector uses models adopted by
the Millennium Project. These models allow the user to determine the resources
required to provide a basic set of health interventions for achieving the MDGs. The
package comprises seven different components: maternal health, child health,
HIV/AIDs prevention and care, malaria prevention and care, TB treatment, and the
health systems. The models can be used as a package for the total health costs or
individually for each programme. The basic assumption used is that they adopt a full
cost methodology rather than incremental cost approach. The analysis calculates the
costs of all resources needed to achieve a given coverage target. The incremental
analysis considers resources required to cover the gap between current coverage and
target coverage. If the incremental cost approach is used, then the current
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government spending can be added to the incremental cost to provide the total
sector needs.

The model for estimating the cost for child health needs is based on unpublished
UNICEF/WHO Integrated Management of Childhood Illnesses (IMCI) costing
models. It costs both preventive and treatment interventions for most common
child diseases in developing countries. The targets has two indicators: % of sick
children receiving medical care, and percentage of infants receiving medical care and
for this purpose is set to 99%. It is expected that the impact of health and non-
health sector interventions could prevent up to 63% of child deaths if there is
universal access (99%) to health care. The inputs for the model are derived from the
2000 MICS survey.

Table 5.3 presents a summary of the costs of providing child health interventions
and treatment by the year 2015. The total cost for intervention and treatment for
children in the period 2005-2015 is approximately US$ 274,698,176 (includes
intervention, treatment and personnel costs). To achieve the desired results the per
capita spending will be approximately US $6.1 while per capita spending for
intervention and treatment alone will be about US§ 3.5. These costs however
exclude the rehabilitation of the facility structures and construction of new ones,
research and training.

Table 5.3: Summary of total costs of child health.

Table 5.4 summarizes the direct case management recurrent costs by facility by
various inputs. The costs exclude the actual staff time in service delivery. The costs
at hospital level is about 10 times the lower level facilities and largely driven by
personnel and drug and supply costs. Details are provided in annex A showing the
total costs for intervention and treatment.

Table 5.4: Total cost of delivery by level of delive
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5.6 Investment Strategy

The interventions for both maternal and child health are essential and should not be
financed by user fees as this discourages the poor from accessing the required
services. The use of user fees to supplement the costs is partly responsible for the
decline in the uptake of maternal child health services. The investments must
therefore come from the public spending and/or other donor funding. Despite the
higher per capita cost for child survival, implementing the maternal health care can
grossly cut costs for child health since the survival chances of children are highly
dependent on maternal health.

5.7 Conclusion

The situation analysis in this study shows declining trends in child and maternal
health. Further, unless checked the attainment of Goals 4 and 5 is unlikely.
Nevertheless, the expected achievement requires an increase in per capita spending
of about US$6.1 and US§ of 4.1 for goal 4 and 5, respectively. It will also require an
accelerated investment in the first five years to approximately US$3.0 per capita for
maternal health and US$3.45 for child health by the year 2010. The estimation of
costs has been hampered by lack of data for some of the core interventions. It is
expected that strengthening of data collection, analysis and dissemination will be one
of the core concerns of the Ministry of Health in order to produce reliable results in
future.
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CHAPTER 6
-

FOCUSING ON MATERNAL HEALTH

6.1 Introduction

Target 6 of the Millennium Development Goal 5 states that a three quarter
reduction in maternal deaths should be achieved by 2015. The measurement for this
reduction is the maternal mortality ratio and the proportion of births attended to by
skilled health personnel.

6.2 Situation Analysis

While maternal mortality figures vary widely by source and are highly controversial,
it is estimated that maternal mortality per 100,000 was 670 in 1990, 365 in 1990-94,
590 in 1998 and 414 in 2003. Approximately 14,700 women of reproductive age die
each year due to pregnancy-related complications; while between 294,000 and
441,000 suffer from disabilities caused by complications during pregnancy and
childbirth. However, there is lack of reliable regional estimates of maternal mortality
despite anecdotal evidence of wide regional differentials.

6.2.1 MDG Targets

The Reproductive Health Agenda endorsed by 179 countries following the 1994
Cairo International Conference on Population and Development (ICPD) led Kenya
to spell out a broad based approach to reproductive health. This culminated in the
launch of the National Reproductive Health Services (NRHS) Delivery Strategy
1997-2010. Safe motherhood and child survival has been listed among the
components towards the operationalization of comprehensive health care.

The strategy identified the key pillars of safe motherhood to include family planning,
antenatal care, clean and safe delivery, essential obstetric care, postpartum care,
newborn care, and post-abortion care. In addition the Kenya government launched
the Integrated Management of Childhood Illnesses (IMCI) strategy in 1998 but its
implementation begun much later in the year 2000. The core strategy interventions
are the integrated management of the five most important causes of death among
children, namely, acute respiratory infection (ARI), diarrhoea, measles, malaria,
malnutrition and anaemia. Malaria, which is endemic in most parts of the country, is
also a common cause of hospital admission among all age groups. It is also one of
the key indirect causes of maternal morbidity and mortality.
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6.2.2 Uptake of Maternity and Child Care Services

Despite the strategies and policies designed to improve maternal health, the
proportion of mothers assisted by skilled health personnel declined from 51% in
1989 to 45% in 1993 and more currently 42% in 2003 (while 40% delivered in a
health facility). Only 15% of the health facilities are able to provide Basic Obstetric
Care, while for emergencies a mere 9% of the facilities are equipped to provide
Comprehensive Essential Obstetric Care (NCPD, MOH, ORC 2000). According to
2003 Kenya Demographic and Health Survey (KDHS), about 90% of women
receive any antenatal care. The use of antenatal care is less likely in rural areas and in
addition wide regional differentials still exist. Currently only 52% receive the
required 4 or more antenatal visits (against the recommended 12 visits) while only
11% do visit within the first trimester. There has been limited change over the last
five years for women receiving the recommended Tetanus Toxoid immunization.

Although there had been major gains in contraceptive use in the last decade leading
to a large decline in fertility, contraceptive prevalence rate (CPR) reached a plateau in
the recent past. The contraceptive prevalence rate continued to stay at 39% (32%
modern methods) in the last decade (NCPD, 1999; CBS, 2004). The major challenge
is not only how to tackle the increased unmet need but also addressing persistent
contraceptive stock-out. Only 63% of the total demand for family planning is
currently satisfied, with 60% in rural areas and 74% in urban areas.

Table 6.1: Trends in current contraceptive use by currently married women

Source: KCPS, 1984, KDHS 1988/89, 1993, 1998, 2003
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6.3 Challenges

There is need to address challenges related to direct obstetric causes of maternal
mortality such as haemorrhage, sepsis, complications arising from unsafe abortion,
eclampsia, etc and indirect obstetric causes such as malaria, anaemia, TB and
HIV/AIDS. Essential obstetric services will be critical in the prevention of maternal
deaths and morbidity. Addressing the needs of the adolescents will be quite
challenging since majority of the cases arise from this group. There is also a need for
change in provider attitudes in order to encourage more women to deliver in health
tacilities and also ensure sustainable availability of required supplies and equipment.

The current contraceptives rates are based on data obtained by interviewing married
women only leaving out unmarried women utilizing family planning methods.
Although girls as young as fifteen years old are sexually active, family planning policy
is silent on the provision of contraceptives for these adolescents majority of whom
are still in school.

6.4 Interventions

Family planning can prevent many maternal deaths by helping women prevent
unintended pregnancies and by reducing their exposure to the risks involved in
pregnancy and childbirth. Family planning allows women to delay motherhood,
space births, prevent unsafe abortions, protect themselves from sexually transmitted
infections including HIV/AIDS, and stop childbearing when they have reached
desired family size.
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Maternal deaths can also be prevented with existing health knowledge and
technology. All pregnant women, even healthy women, face some unpredictable
risks — 15% of pregnancies require special medical care. Thus women and their
families and communities need to be able to recognize the symptoms of
complications and have access to medical care when complications arise. It is
possible to make pregnancy and childbirth safer for mothers and their newborns by
taking some basic steps. The essentials of maternal and newborn health are highly
dependent on eatly recognition of complications of pregnancy and delivery. Many
women, especially in rural areas, live far from sources of adequate obstetric care.
Families and birth attendants need to be aware of the warning signs of complications
and must act quickly to get women in need to health facilities. This can be achieved
successfully through the use of prenatal care.

6.4.1 Adolescent Mothers

Adolescent mother have more elevated risk to experience premature labour,
miscarriage and still birth and are four times more likely to die from pregnancy-
related causes. In addition their children are also four times more likely to die before
age one. Because of their growth status and other socio-cultural constraints, they are
also more likely to have greater risk of obstructed delivery and prolonged labour that
can lead to permanent injury or death. Studies also indicate that they are more likely
than older women to suffer from obstetric fistula (tears between the vagina and
urinary tract or rectum that cause faecal or urinary incontinence). Programmes
therefore need to also pay attention to reproductive services to young people. Key
targets are providing education, stopping FGM, and promoting education and
communications about the benefits of delaying onset of marriage and childbirth.

6.4.2 Gender Roles and Safe Motherhood

Gender roles significantly affect maternity care. When complications of pregnancy
and childbirth develop, women are not often able to make decisions about their care.
This places male family and other community members as decision makers. It has
been reported that men often make poor decisions about seeking care during
pregnancy and childbirth in part because they do not understand the dangers
involved. Other key gender issues that inhibit women from utilizing available
services include:

Box 6.1:Gender issues inhibiting women from utilizing available services

e Differential access to household resources for transportation during pregnancy-
related emergencies;

e Cultural norms that do not support reduced workload during pregnancy;

e Cultural beliefs and practices about women’s bodies contribute to adverse
outcomes (e.g. FGM and certain beliefs about food and dietary restrictions);
and

e Women are not often empowered to make decisions about seeking maternity
care.
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However, some of the reasons include little education, few resources, and
inadequate access to social health insurance. Policies and programmes therefore
need to provide education to men about safe motherhood; and empower women to
articulate health needs and concerns, to access services with confidence without
delay, and to demand quality services from service providers.

6.4.3 Increase Access to Skilled Delivery Care

Delivery is a critical time in which decisions about unexpected, serious
complications must be made. Skilled attendants — health professionals such as
doctors or midwives — can recognize these complications, and either treat them or
refer women to health centers or hospitals immediately if more advanced care is
needed. Women in rural areas live far distances from quality obstetric care, so
improvements depend greatly on early recognition of complications, better
provisions for emergency treatment, and improved logistics for rapid movement of
complicated cases to district hospitals. Increased medical coverage of deliveries,
through additional skilled staff and service points, are basic requirements for
improving delivery care. Reliable supply lines and staff retraining programmes are
also critical.

6.4.4 Provide prompt postpartum care, counselling, and access to family
planning

It is important to detect and immediately manage problems that may occur after

delivery, such as haemorrhage, which is responsible for about 25% of maternal

deaths worldwide. Postpartum care and counselling will help ensure the proper

care and health of the newborn. Counselling should include information on

breastfeeding, immunization and family planning.

6.4.5 Improve post-abortion care

About 13% of maternal deaths worldwide are due to unsafe abortion. Women who
have complications resulting from abortion need access to prompt and high quality
treatment for infection, haemorrhage, and injuries to the cervix and uterus.

6.4.6 Strengthen health promotion activities

Mass media should be used to educate the public about pregnancy and delivery,
and community-level organizations should assist this through systematic
programmes. In order to prevent negative maternal health outcomes, an important
step for health promotion is to have the Ministry of Health supply adequate
educational materials regarding safe practices.

6.4.7 Improve access to reproductive health and family planning
services, especially in rural areas

Due to the limited access to care in rural areas, maternal death rates are higher in

rural areas than in urban areas. In addition, many men and women in rural and
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urban areas lack access to information and services related to HIV/AIDS and
other ST1Ts.

6.4.8 Strengthen reproductive health and improve planning management
and resource allocation

Although Kenya adopted the ICPD and the WHO-recommended package for
mother and newborn care through the NRHS strategy, there is no official policy
paper on reproductive health. Implementation of the policies may be inadequate
and available resources are often insufficient. There is need to resolve budgetary
allocation for reproductive health and family planning. Barriers to implementation
and full financing of reproductive health and family planning need to be removed.

6.4.9 Improve access to, and awareness of family planning

Another feature that relates closely to preventing maternal mortality is the
provision of family planning. Family planning helps women prevent unintended
pregnancies and space the births of their children. It thus reduces their exposure to
risks of pregnancy, abortion, and childbirth. Reliable provision of a range of
contraceptive methods can help prevent maternal deaths associated with unwanted
pregnancies. Addressing the unmet need for family planning needs to be speeded
up. In addition, management of contraceptive supply logistics needs to be put in
place in all areas.

6.4.10 Increase access to high quality antenatal care

High quality antenatal care includes screening and treatment for STTs, anaemia, and
detection and treatment of hypertension. Women should be given information
about appropriate diet and other healthy practices and about where to seek care for
pregnancy complications. The WHO’s recommended package of antenatal services
can be conducted in a minimum of four antenatal visits throughout the pregnancy
but the first visit needs to take place within the first trimester for eatly recognition
of danger signs.
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Table 6.2: Matrix of antenatal services

6.5 Costing

The targets in the health models indicate what percentage of the population in need
of an intervention should be gaining access to it by 2015. These targets reflect the
international consensus on the achievements to reach the greatest impact. Targets




for maternal health are % of women receiving antenatal care, % of women with
access to emergency obstetric care (EmOc), % of deliveries performed by skilled
attendant, contraceptive prevalence rate (CPR), and % of obstetric fistula cases
treated.

By 2015, the target for EmOc and obstetric fistula indicators is 90%. The target for
skilled attendance and antenatal care (4 visits) is 99% of all pregnancies while the
target for CPR is current CPR plus the unmet need for women 15-49 years. Data for
the inputs were obtained from the 2003 DHS and MOH current annual salaries for
the service providers. Two factors determine the cost of maternal health care
services. These are average treatment cost per client (which will increase when the
interventions are provided according to the standards of the package), and the
number of women who will require these services.

Previous costing models suggested that the interventions would cost approximately
US$2.60 per capita in a low-income setting and about US$ 5.60 in a middle-income
setting. The costs of providing maternal health by the year 2015 are $4.13 per capita,
$162.92 per birth and $148.41 per pregnant woman. The per capita cost compares
reasonably well with previously worked up costing in other similar Sub-Saharan
Affican countries (Ghana, Tanzania and Uganda) and also Cambodia. It generally
represents an increase of about US$ 3.4 per capita from the current annual cost.

Table 6.3 shows that there is need for more accelerated investment in the initial
years so as to meet the target. The required cost between 2005 and 2010 would be
US$ 36,167,263 while the incremental cost is US $143,538,1406.

Table 6.3: Annual costs of providini maternal health care in us$

Table 6.4 shows the average treatment cost per client and the total cost for each
intervention. At the health post level, equivalent to dispensary in the Kenyan case,
providing female condom has the largest cost per case. However, providing Depo
provera (injectables) contraceptives will require the largest investment at all levels.
Providing contraceptives has the largest share of cost at all levels. Eclampsia has the
highest cost per case but requires little investment due to low prevalence. There is
need to consider interventions at the health centre level during the process of
transfers of patients, although no allocation is given in the Model outputs for such
conditions. Such costs will include transportation, stabilizers and drugs to sustain the
patient until the referral hospital. The costs for some elements have not been

estimated due to lack of data e.g. male sterilization, safe abortion, and obstetric
fistula.
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Table 6.4: Average and total treatment cost by intervention

Table 6.5 shows the costs by all direct inputs for all levels of health facilities.
Personnel costs will constitute the largest cost as a result of increased number of
women to be treated in the system. Similarly if the standard package is fully adopted,
the average time per woman will increase. Similarly at the health post level,
laboratory supplies will increase the cost of running them due to the introduction of
laboratory test during antenatal care and for screening the STIs.
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Table 6.5: Costs by direct inputs

6.6 Maternal and Newborn Health

Maternal deaths have both direct and indirect causes. About 80% of maternal deaths
are due to causes directly related to pregnancy and childbirth — unsafe abortion and
obstetric complications such as severe bleeding, infection, hypertensive disorders,
and obstructed labour. Women also die of causes such as malaria, diabetes, hepatitis,
and anaemia, which are aggravated by pregnancy. Table 6.6 summarises the
interventions to improve maternal health.

Table 6.6: Interventions to improve maternal health
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CHAPTER 7

COMBATING HIV/AIDS, MALARIA AND OTHER DISEASES

7.1 Introduction

T arget for 2015: Halt and begin to reverse the spread of HIV'/ AIDS and the incidence of

malaria and other major diseases

Tuberculosis, HIV/AIDS and malaria are the leading causes of morbidity and
mortality in Kenya. The three diseases also have a disproportionate impact on
women and children. The Government released the National Health Sector Strategic
Plan for the period 1999-2004 whose vision is to “create an enabling environment
for the provision of sustainable quality health care that is acceptable, affordable and
accessible to all Kenyans” through better targeting of resources to the poor. In this
regard, HIV/AIDS, tuberculosis and malatia control are priotity programmes in this
Plan.

PART 1: HIV/AIDS

The target is to have halted by 2015 and began to reverse the spread of HIV/ AIDS.
The indicators are HIV prevalence among pregnant women aged 19-24, condom use
rate and the contraceptive prevalence rate, and number of children orphaned by
HIV/AIDS. Progtess is normally assessed by:

Box.7. 1:Factors indicating progress towards achieving HIV/AIDS —related goals

e HIV prevalence among pregnant women aged 15-24 years attending antenatal care
clinics or among population groups at high risk;

ePercentage of people aged 15-24 reporting the use of a condom during sexual
intercourse with a non-regular partner;

ePercentage of young people aged 15-24 who both correctly identify ways of
preventing the sexual transmission of HIV and who rejects major misconception
about HIV transmission; and

eRatio of current school attendance among orphans to that among non-orphans aged

10-14 years

7.2 Situation Analysis

According to National AIDS Control Council, there are more than 3 million people
currently infected with HIV/AIDS; and mote than 2 million have so far died of
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AIDS-related complications, leaving behind over 1.5 million orphans. Several
millions of children are living with parents who are ill, often becoming the primary
care givers for their parents, young siblings and other dependants. Over 60% of
those infected live in the rural areas where the socio-economic conditions are
worsening due to poverty and unemployment. This has strained the already
inadequate and ill-equipped health facilities with over 50% of public hospital beds
being occupied by patients with HIV/AIDS related infections. It is estimated that
many mote persons living with HIV/AIDS stay at home unable to access health
care and stressing the households’ ability to cope.

It is estimated that two people die of AIDS every five minutes and 200,000 urgently
need antiretroviral drugs but only 12,000 can afford. As a result the disease is costing
Kenya more than KShs 200 million daily (KDHS, 2003). The social and economic
damage caused by HIV/AIDS in Kenya is enormous and there is urgent need for all
actors to intensify the fight against the pandemic.

7.2.1 HIV/AIDs Policy and Strategic Plan

Kenya launched a National HIV/AIDS Strategic Plan 2000-2005 in December 2000.
The overall theme is behaviour change to reduce HIV/AIDS and poverty. Key
components in the document include priotity areas for the control of HIV/AIDS as
well as mechanisms for the mitigation of socio-economic impact at individual,
family, community, sectoral and national levels. This approach facilitates the
investment of significant amounts of resources at district, community and household
levels where both the main determinants and the main impact of the disease lie. The
five priority areas highlichted in the plan include prevention and advocacy;
treatment, continuum of care and support; mitigation of socio-economic impacts;
monitoring and evaluation; and research, management and coordination. All these
priority areas fall within and are consistent with the interventions developed for
meeting the millennium development goals.

To meet the challenge of the HIV/AIDS pandemic, the Kenya government
approved Sessional Paper No. 4 on AIDS in Kenya in September 1997. This was a
clear intent of political will on part of the government to support effective
programmes to control the spread of AIDS, to protect the human rights of those
with HIV/AIDS, and to provide care for those infected and affected by
HIV/AIDS. The goal of the Sessional Paper is to provide a policy framework within
which AIDS prevention and control efforts will be undertaken for the next 15 years
and beyond.

The Sessional Paper recognizes the fact that responding to the HIV/AIDS crisis will
require strong political commitment at the highest level, implementation of a multi-
sectoral prevention and control strategy with priority focus on young people,
mobilization of resources for financing HIV prevention, care and support, and
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establishment of a national AIDS Control Council to provide leadership at the
highest level possible.

Following the 1999 Presidential Declaration that AIDS is a national disaster, the
National AIDS Control Council (NACC) was established. The establishment of
NACC in the Office of the President and NASCOP in Ministry of Health provided
the national institutional framework for liaison and coordination of activities to
combat HIV/AIDS. Unfortunately, sometimes a tug of war tends to inhibit their
ability to work together. Strengthening of coordination of responsibilities is
necessary in the efforts to scale up activities to meet the MDGs. The establishment
of Constituency HIV/AIDS Committees has added yet another layer in the fight
against the pandemic.

International development partners disburse some of their HIV/AIDS funds
through non-governmental and community-based organizations. These
organizations sponsor a broad spectrum of interventions. Institutional responses and
interventions now need to scale up from high-risk groups to nationwide coverage. It
is proposed that the scaling up process could be accelerated by adopting and
implementing the targets set in the Millennium Development Goals by
incorporating them in development plans.

7.3 Interventions

There is need for a comprehensive care approach aimed at the large numbers of
those infected and support for the affected. In order to promote health and quality
of life for people infected and affected, an intervention package that links medical
facilities (infrastructure) with community services and home-based care should be
developed. Such an intervention should encompass the following:

Box: 7.2:What an appropriate HIV/AIDS intervention package should encompass
* (linical care to reduce suffering and prevent opportunistic infections;
of infections and ensure patients’ compliance with prescriptions;
the information and support necessary to make decisions;
collaborative effort between hospital, community and family;

"  Social support to help people cope, participate and be accepted;
"  Occupational therapy to promote self-care and economic self-reliance

* Nursing care to attend to personal needs, maintain dignity, prevents transmission
* Counselling and emotional support to reduce psychological stress and provide

* Home-based care to provide physical, psychological and spiritual support in
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Given the above situation, interventions are proposed (as in the Health Model) that
could be scaled up towards meeting the millennium target

Table 7.1: Interventions that could be scaled up towards meeting the HIV/AIDS
millennium target
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7.3.1 Specific Interventions

7.3.1.1 Awareness of AIDS and HIV transmission

Most of the people in the country have a high knowledge about HIV/AIDS and are
aware of the prevention measures of Abstinence, Faithfulness and use of Condoms
(ABC). The 2003 KDHS recorded knowledge and awareness about HIV/AIDS at
98% among women and 99% among men. However, the same cannot be said for
men and women aged 15-19 years whose knowledge of prevention is likely to be
lower. This could be attributed to lack of Information, Education and
Communication (IEC) materials especially on sexual and reproductive health
information necessary to enable them to avoid infection. There is also lack of trained
peer educators and counsellors as well as trained caregivers for the infected. In
addition, there are few VCT centers within the country as well as lack of awareness
on the importance of the centres. Those infected do not have access to quality
medical and home-based care due to lack of trained care providers, poverty and
ignorance. This has led to poor nutrition, increased contact infections, trauma, pain,
suffering and premature deaths.

There is therefore need for more awareness creation especially among the youth and
the most vulnerable groups on prevention, care and support of the infected and
affected, importance of voluntary counselling and testing, as well as support and care
of the orphans.

7.3.1.2 Condom use

Condom use is an important tool in the fight to curtail the spread of HIV/AIDS.
Effective protection would require condom use at every sexual encounter and
especially among the high-risk groups. This can be achieved if such groups are made
aware of the importance of condom use as a tool for protection against HIV/AIDS.
Condom social marketing has been found to be an effective method of passing the
message especially among the youth in the country. There is therefore a need for
resources to be allocated towards social marketing and especially in the rural areas
where people still feel embarrassed to buy them. Acquisition and distribution of
condoms has been more successful in urban areas but is yet to pick up in the rural
areas. Moreover, as Table 7.2 shows, there is need for greater social marketing of the
female condom whose relative demand is lower compared to male condom. It is
assumed that enhanced use of the female condom has the added value of giving
women the decision on condom use.
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Table 7.2: Projections of Condom Requirements 2004-2015
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Figure 7.2:Condom projection
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7.3.1.3 Sexually transmitted infections

Sexually Transmitted infections (STIs) are an important indicator of prevalence of
unprotected sexual intercourse that also contributes to HIV transmission. In Kenya,
collection of data on incidence and prevalence of STIs has been through the
surveillance systems that include passive case reporting and routine screening
systems. Nationally the prevalence of syphilis and other STIs is reported from
seroprevalence testing among pregnant women attending antenatal care clinics at
selected sentinel sites. Studies have shown that reported declines in prevalence of
HIV have been accompanied by declines in prevalence of other STIs.
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7.3.1.4 Mother to child transmission

The National HIV/AIDS Strategic Plan 2000-2005 and the National Prevention of
Mother to Child Transmission Strategic Plan (Ministry of Health, 1999) are the
current strategies geared towards improving the health of the HIV infected mother
and reducing the transmission to children during pregnancy, labour, delivery, and
post-delivery during breastfeeding. According to the 2003 KDHS, majority (72%
women and 68% men) of those interviewed knew HIV could be transmitted
through breastfeeding. Only 33% of women and 38% of men interviewed knew that
the risk of transmission from mother to child could be reduced by the mother taking
certain drugs during delivery. At the same time the knowledge of transmission
through breastfeeding and knowledge of antiretroviral drugs is lower for the
youngest women and men, as well as those who never had sex. Given this scenario
increasing the level of general knowledge of transmission of the virus from mother
to child and reducing the risk of transmission by use of antiretroviral drugs are
critical to achieving the millennium targets.

7.3.1.5 Testing and counselling for HIV

Voluntary Counselling and Testing is now widely accepted as an effective strategy
tor HIV prevention. The Government is fully committed to encouraging the
provision of VCT services throughout the country so that all Kenyans who wish to
know their HIV status have access to this service. Knowledge of HIV status helps
HIV negative individuals make specific decisions to reduce risk and increase safer
sex practices. For those who are HIV infected, knowledge of their status allows
them to better protect their sexual partners, to access treatment for HIV infections,
and to plan for their future.

Majority of Kenyans have heard about VCT though many of those who are aware
have not used the services. Knowledge of VCT is highest among those in their early
20s and among never married women and men who have ever had sex (KDHS,
2003). Likewise urban residents recorded high knowledge of VCT services as
compared to their rural counterparts. Efforts are necessary to raise awareness and
use of these centres. Furthermore, the lack of use of VCT associated with
stigmatisation needs to be addressed.

7.3.1.6 Orphans

Kenya has observed an increase in the number of orphans due to deaths occasioned
from HIV/AIDS related infections. According to the 2003 KDHS, data on
orphaned children (children under fifteen who have lost either one or both of their
natural parents) show that 9% have lost their father, 4% have lost their mother and
2% have lost both parents. Altogether the study reported 11% of children under 15
have lost one or both parents.

Orphans are usually considered to be disadvantaged compared with children whose
parents are both alive. These children are not only exposed to risk of malnutrition,
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physical and sexual abuse but also to HIV infection. The extended family network,
which would have traditionally been relied upon to care for the orphans, is
overstretched and overwhelmed by poverty and other socio-economic factors.

Failure to respond adequately to the looming orphan crisis jeopardizes the children’s
future and the country’s prospects of development. Childhood and adolescence
without parental care and protection will leave most of the orphans ill prepared to
assume community responsibilities and production, therefore condemning the
country to a vicious circle of poverty.

7.4 HIV/AIDS Costing

The needs assessment has adopted the Futures Group model (on HIV/AIDS) for
estimation of resources needed for Prevention, Care and Treatment, and Orphan
support. The model is divided into three sub-models, namely, prevention model
which calculates the cost of twelve prevention interventions listed below; care and
treatment which calculates costs for five care and treatment programmes; and

orphan support, which calculates the cost of three interventions to support children
orphaned by HIV/AIDS.

The interventions under the Prevention Model include youth intervention, public
sector condom provision, condom social marketing, mass media coverage targets,
blood safety, safe injections, STI management, voluntary counselling and testing,
prevention of mother to child transmission, universal precautions (health facilities
and personnel), orphan care and support, and
policy/administration/research/M&E. There are three sets of assumptions that
underlie the prevention model. These are (a) population target groups which
describe the population in need of prevention services; (b) coverage targets which
give an indication of the estimated population that would actually use the service;
and (c) unit costs which assist in estimation of the total resources required.

The variables for care and treatment model are number of people needing care,
palliative care, diagnostic testing, treatment of opportunistic diseases, prophylaxis for
opportunistic infections, laboratory tests for ARV therapy, antiretroviral therapy
(mainly population with access to ARV therapy), training, and nutritional support.

During the calculations for the total resources required, an attempt has been made
to utilize the local available data as much as possible. However, in cases where such
data was not available, the study utilized the data already given in the models most of
which is derived from the World Bank Development Indicators database and other
definite sources of data.
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Table 7.3 gives a summary of the resources required for each intervention. Total
cost for the three sub-models is estimated to be about US$ 7,823,481,000. Out of
this 71% goes to provision of Care and Treatment while the rest (29%) goes to
Prevention of HIV/AIDS. More than half (54%) of the resources required for Cate
and Treatment goes to provision of antiretroviral drugs while 23% is taken up by
laboratory tests. Scaling up the provision of antiretroviral therapy to those infected
will go a long way in prolonging life and reducing mortality. Laboratories should also
be provided and equipped with the necessary equipments to monitor the patients on
ARVs treatment.

Table 7.3: Resources required for HIV/AIDS interventions, 2004-2015
in thousands US$

The total resources required under Prevention are US$ 2,255,942, Out of the total
budget, 23% goes towards youth programmes in secondary and primary school, as
well as training of teachers who are believed to be change agents in the society.
Majority of the people at risk of getting infected are the sexually active youths
between 13-24 years. There is therefore need to put more resources in youth
programmes and especially to encourage behavioural change.

122



PART 2: MALARIA
7.5 Situation Analysis

Out of Kenya’s population of over 30 million, 70% (20 million people) live in
malaria prone areas and are at risk of infection. Each year, an estimated 6,000
pregnant women suffer from malaria-associated anaemia, 4,000 babies are born with
low birth weight as a result of maternal anaemia and 34,000 children below the age
of five years die from malaria (MoH, 1998). This disease burden has a draining effect
upon Kenyan health resources as 30% of all outpatient attendance and 19% of
inpatient admissions are due to malaria (National Malaria Strategy, 2001). It has
significant, measurable, direct and indirect costs that place major constraints on
economic development in Kenya thus constraining efforts on wealth creation.

Among the direct costs of malaria is the high personal and public expenditure
necessitated by treatment. It is estimated that every household affected by malaria
spends approximately US$20 annually for clinical management of the malaria
attacks. This expenditure on malaria presents an overwhelming financial burden,
especially for the rural poor. It is estimated that 120 million working days per year
are lost due to malaria in Kenya. Indirect costs of malaria include loss of
productivity and income associated with illness and death; loss of working days
and/or absenteeism from school and formal employment; and in cases of death of a
family member, the loss of future lifetime earnings. Therefore prevention strategies
are a crucial part of reducing the socio-economic and biological impact of malaria.

7.5.1 National Goal for Malaria Control

The overall goal of the National Malaria Strategy (NMS) is to reduce the level of
malaria infection and consequent deaths in Kenya by 30% of the current levels
(2001) by the year 2006 and to sustain that improved level of control to 2010. In
order to meet the Millennium Development Goal (halt and reverse the incidence
and prevalence of malaria), the stated national initiatives to sustain improved level of

control must shift to focus on further decline in infection and deaths from malaria
by 2015.

Four strategic approaches outlined in the NMS, including the use of insecticide-
treated nets by at-risk communities, are consistent with MDG targets. These are
turther refined by the target of 60% of the at-risk population will sleep under nets
and at least 50% of these nets will be regulatly treated with insecticides. As such the
national framework does exist. There is however an urgent need to accelerate the
mechanisms and resources to achieve these targets.

7.5.2 Mapping Malaria Risk Areas

e There have been a number of attempts to define the range, seasonality and
intensity of malaria transmission in Kenya developed either from expert opinion on
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length of malaria seasons, modelled assumptions about rainfall and temperature on
the stability of Falciparum transmission, the application of remote sensed imagery
to define seasonality or distribution, and the application of models of climate and
ecology to predict endemicity as classified by the parasite ratio. All approaches to
mapping malaria risk in Kenya demonstrate that the country has a huge diversity in
risk largely driven by climate and temperature (including the effects of altitude).

All districts classified as endemic and highlands were selected for free Long Lasting
Impregnated Nets (LLIN) distribution and promotion. Based on this, 46 districts
have been targeted for mass LLIN distribution and promotion. These districts carry
the biggest burden of disease in terms of malaria morbidity and mortality.

7.5.3 Institutional Framework

Malaria is one of the six essential packages of the Health Sector Strategic Plan and
complete harmonization between the NMS and the HSSP will guarantee Roll Back
Malaria success in Kenya. These structures are in line with MDG assumption that
strong and responsive institutions are critical in the tracking of MDG indicators.

7.5.3.1 Community level

The HSSP aims to strengthen community structures to enhance the participation of
households in health-related activities at the local level. At the community level and
peripheral health facilities there will be integration of all the components of the
NMS in the basic health package as outlined in the district health work plan.
Planning and implementation will involve local community authorities and leaders,
peripheral health workers, drug shop owners, community groups, religious
organizations, employers, other Government administrative systems and
community-based organizations. Malaria control activities will be integrated with
activities of other health programmes and particularly with those provided by
Integrated Management of Childhood Illnesses (IMCI) at the local level.

7.5.3.2 Provincial and district levels

Special efforts will be put in place to strengthen and empower the Provincial and
District Officers to institute clear mechanisms for control of malaria as the local
conditions may dictate. Provincial and District teams will build on existing structures
and ensure a close relationship with other Government structures such as municipal
authorities. The Stakeholders Forum in each district will help identify alliances for
malaria control.
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As IMCI is introduced into districts, these teams will be able to take forward ready-
integrated malaria and IMCI capacity building. Training of health and other relevant
personnel will be crucial. A focal point for integration will be the District Health
Work Plan that will allow a strategic move away from vertical, parallel training
system.

7.5.3.3 National level

The Division of Malaria Control (DOMC) is the main operational organ at the
national level. It is proposed that the DOMC will be structured according to the
components of the National Malaria Strategy and provide a resource of professional
expertise for partners in malaria control. Its role will be to develop and disseminate
policy and strategies and keep them up to date; provide technical assistance; produce
and disseminate national guidelines for all components of the strategy; monitor and
evaluate implementation and impact; build capacity through training; and advocate
malaria as a priority disease.

7.6 Interventions

7.6.1 Malaria Control and Drug Policy

Mild malaria mild infections can be readily treated with Sulphadoxine
Pyrimethamine (SP) drugs. However, there are serious concerns about the efficacy
of the SP based drugs. Amodiaquine (AQ) has a better clinical and parasitological
response but its efficacy is also declining. Both SP and AQ are widely available as
monotherapy in a variety of preparations and branded generic forms in the retail
sector and both are characterized by poor quality as judged by international
pharmaceutical standards.

Kenya is faced with immediate and difficult decisions regarding the replacement of
SP as nationally recommended first-line therapy for uncomplicated malaria. The
options available to replace SP and AQ are limited. There is general agreement that
future therapeutics should be in combination, with each drug group having
independent modes of action. Policy guidelines will be necessary to define the drug
changes. In addition these decisions affect the level of funding since different drugs
attract different prices and sourcing procedures.

The WHO recommends that Artemisin-based combinations should be the preferred
replacements for failing monotherapy. The two most widely considered options for
East and Southern African countries are presently the fixed-dose combination
Coartem (Artemether-Lumefantrine) and the co-packaged combination of
Amodiaquine and Artesunate (AQ+AS). These combinations have proven
efficacious in carefully controlled clinical trials in areas with moderate to high level
of SP or AQ resistance in Africa.
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Given the limited options, Coartem is likely to continue to form the basis of eatly
attempts to revise the national anti-malarial drug policy in Kenya and will most likely
be initially restricted to the formal government health sector as a prescription-only
medication. Defining the drug requirements for the country to support an anti-
malarial drug policy change is a critical part of the implementation process.
Nevertheless, the challenge is immense due to inadequate reporting system on drug
supply or morbidity.

7.6.2 Malaria Control Strategies

The Kenya Government adopted the Roll-Back Malaria (RBM) strategies for its
burden of disease. These strategies are clinical management by providing effective
and prompt treatment of cases; management of malaria and anaemia in pregnancy;
vector control using insecticide-treated nets and other methods; and epidemic
preparedness and response.

7.6.3 Clinical Management: Providing Effective Prompt Treatment

Access to treatment is a cornerstone of any public health programme. In the absence
of any 100% effective preventive intervention (a vaccine, I'TN or vector control), the
management of clinical malaria is the most vital and cost-effective action to reduce
malaria burden. Delay in treatment can lead to much more severe illness, including
convulsions, breathing difficulties, unconsciousness and severe anaemia. In these
serious cases, death can be rapid unless the victim receives immediate hospital
treatment.

The government is committed to ensuring that all people at risk of malaria and those
managing the disease have access to IEC to improve fever recognition and treatment
and management of severe/complicated malaria. In this regard the Government has
set policy guidelines to ensure that:

Box 7. 3 : Treatment and management strategies for severe/complicated malaria

supportive treatment;
recommended second line treatment;

e All complications of malaria will be referred and managed according to
national guidelines;

pregnant women;

non-immune travellers or people with Sickle Cell Disease or splenectomy.

e All fevers are treated as early and as close to a patient’s home as possible, with
acceptable quality and correct dosages of the first line anti-malarial and

e First-line therapeutic failures will be appropriately referred and managed with

e Intermittent Presumptive Treatment (IPT) of malaria will be recommended for

e Chemoprophylaxis will be recommended only for people at special risk, such as




7.6.4 Meeting the MDG Targets for Malaria

Even before the Millennium Development Goals came into being, the Kenya
Government had set targets to be met by 2006 and 2010. These national targets
appear in line with the MDGs. However, the MDG targets bring on board greater
national and international commitment of personnel and resources. The
implementation of the 2006 targets should give way to improvements by 2010. The
assumption being made here is that if there is consistent achievement of targets for
2006 and 2010 as intended, the chances for meeting the malaria target for 2015
remain high. It is envisaged therefore that scaling up of current activities will be of
great importance. These targets will be met principally through improvement in
clinical management of malaria. While treatment is critical, the service delivery
mechanisms need to be improved substantially.

Clinical management of malaria will be provided and strengthened through the
following programme activities: awareness among client community; improved case-
management by service providers; ensuring adequate drug supply; drug registration,
legislation and quality; drug donations; monitoring drug efficacy; and involvement of
the informal sector.

7.6.5 Management of Malaria and Anaemia in Pregnancy

Malaria is a major cause of anaemia in pregnant women and increases the risk of
severe morbidity and maternal death. Malaria infection during pregnancy poses a risk
to the unborn child and, for surviving births, leads to a decreased birth weight.
Prompt and effective responses are necessary at all levels. Government policy with
regard to pregnant women living in malaria prone areas is to ensure access to:

e Two free SP treatment doses, one in the second trimester of pregnancy, one in
the third trimester, or other prophylactic drug regimen which may evolve.

e Effective community-based communication to encourage prompt treatment for
fever.

This intervention is also linked to Goal 5 on improvement of maternal health, and
will be most effective if integrated with safe motherhood programmes to benefit
from synergies. Furthermore, specific gender programmes can be used to highlight
the fate of pregnant mothers as special gender group needing special attention thus
linking directly to Goal 3.

7.6.6 Integrated Measles Follow Up Campaign in Kenya

The Global Fund for HIV/AIDS, TB and Malatia control has tentatively approved
the 4™ round application for Kenya, which includes the distribution of over 3 million
LLINs as part of an integrated immunization campaign beginning August 2005. To
tackle the problem of low re-treatment rates, LLLINS will be introduced in order to
achieve meaningful reduction in malaria morbidity and mortality in Kenya.
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Kenya intends to build on existing lessons to accelerate the insecticide treated bed-
nets (ITNs) coverage and utilization among children below 5 years of age and move
speedily towards the MDG targets. Under-five morbidity and mortality patterns in
Kenya are highest among the malaria endemic districts. As children under five years
bear the highest burden of malaria morbidity and mortality, the distribution of I'TNs
among this age group will have the greatest impact on mortality reduction. In
addition, the contribution of malaria to the increasing infant mortality is significant.

It is therefore clear that a rapid investment in I'TN distribution and promotion
linked to measles follow-up campaign will increase coverage, demand and utilization
of ITNs among the malaria high-risk group in Kenya. Such an integrated campaign
targets MDGs, national and international targets for malaria control, and reduction
in infant mortality.

7.6.7 District Micro-Planning and Training of Health Workers

The districts will undergo integrated training and micro-plan development in order
to estimate their needs for the campaign early 2005 and project human resource
requirements up to 2015. These scaled up initiatives will not achieve the intended
objectives unless there are sufficient trained personnel to implement and monitor
the work. In the funding matrix, assumptions have been made on the projected
staffing levels.

7.7 Costs for Malaria Intervention

Malaria costing has been calculated based on the Global Fund Model (in addition
the August 2005 integrated campaign cost projections have been added). The
calculation is based on the number of ITN required as detailed in the National
Malaria Strategy Targets. Treatment cost is based on projected drug requirements.
These calculations are related to information gathered from hospital records and
new projections based on mapping of malaria risk areas. The interventions included
in the model are provision of I'TN, treatment of complicated malaria, and treatment
of uncomplicated malaria.

The resource requirements for scaling up I'TNs are projected to increase from US$
21,682,078 in 2005, 25,135,473 in 2010, and 28,963,453 in 2015. The cost of carrying
out the integrated campaign in August 2005 is estimated at US$ 17,083,629.81,
distributed between purchase of ITNs for distribution to selected districts
(15,033,266.83), distribution of ITNs/logistics (1,670,362.98), monitoring and
evaluation of ITN coverage and use (320,000.00), and social mobilization and IEC
materials (60,000.00). This cost is part of the overall ITN requirements.

Continued high level resource requirements in the initial stages will be sustained for
a number of reasons:
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e Malaria treatment has been associated with frequent drug failure and this is
expected to recur. The current change to Coartem may be expensive.

e Need to introduce malaria early warning systems in the districts.
e Improvements on epidemic detection and prompt response activities.

e Provision of public intervention on malaria to communities to enhance
prevention and treatment.

Table 7.4: Total resource requirements for malaria (US$

PART 3: TUBERCULOSIS

7.8 Situation Analysis

Kenya is experiencing a generalized TB epidemic that still affects the young
economically productive age groups (15-44 year age group). In recent times, TB
cases have more than doubled, mainly due to the impact of the HIV/AIDS
pandemic. In 2003, a total 96,000 TB cases of all forms were notified compared to
82,000 in the previous year (NLTP, 2003).

The Millennium Development Goal for tuberculosis relate to reduction in
prevalence and death rates associated with tuberculosis. One way of doing this is
through targeting TB patients co-infected with HIV to have increased access to
ARVs, so as to reduce deaths from the most important cause of high death rates
among TB patients. Such efforts should also seek to improve case detection and
treatment success rates for infectious TB cases through Directly Observed
Treatment Short Course (DOTS) and expansion initiatives such as decentralization
of TB services including community TB care. Initiatives to scale up implementation
of DOTS services in hard to reach districts will lead to increased access to services
and increased detection and cure of infectious cases within communities, thereby
reducing incidence of and death from TB. These initiatives are perfectly in line with
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efforts to reach MDGs for TB control in the long term, and on paper Kenya is
ready for the challenge.

7.9 Interventions

The Ministry of Health is implementing internationally recommended TB DOTS
Strategy for TB control countrywide. It is also actively pursuing the
WHO/UNAIDS “3 by 5” Initiative to conttibute to reducing HIV/AIDS related
morbidity and mortality in the country. The bulk of TB control services are provided
through the public sector. The Ministry of Health has continued to provide most of
the resources including approximately 25% of all anti-TB drugs through annual
budgetary allocation, which has contributed significantly to main regular drug
availability in the country. To address the gap in drug supply, Kenya negotiated and
was awarded a World Bank loan of 2.2 million dollars through the District Aids and
Reproductive Health (DARE) project. More support was received from the Global
Drug Facility (GDF).

Overall, the TB control strategies appear consistent with the target of the MDGs.
Key interventions on TB control are based on DOTS strategy that has been
established to be the most effective measure in controlling TB through the strategies
outlined in Box 7. below

Box 7. TB control strategies

e Advocacy for commitment to TB control from all parties for sustained TB control activities
countywide;

e Passive case detention based on sputum-smear microscopy examination;

e Short course chemotherapy for TB cases with direct observation of drug intake at least during
the intensive phase of treatment;

e Assurance of a regular and secure supply of quality anti-TB drugs; and

Timely surveillance and reporting of standard outcomes of tuberculosis control activities.

The Ministry of Health has formulated two objectives for TB control that are
consistent with activities suggested by the MDG project. These are to reduce the
incidence and prevalence of tuberculosis in Kenya, and to reduce physical and
psychosocial suffering from tuberculosis. Likewise the core activities identified to
tulfil these objectives appear relevant to the expectations of the MDGs. These
include: early case-finding; ensuring that adequate chemotherapy is available; health
education for the public and tuberculosis patient; contact tracing and, where
necessary treatment; ensuring that good records are kept and that reporting systems
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are in place to ensure good monitoring and evaluation; training and supervision of
health care and outreach workers; defaulters tracing; and epidemiological
surveillance and operational research.

At the same time, with more than 50% of TB cases being co-infected with HIV,
initiatives to address the impact of the AIDS pandemic are linked to WHO’s
framework to reduce the burden of HIV/AIDS related tuberculosis and the Interim
Policy for TB/HIV collaborative activities. Chances of success in TB control are
enhanced by these existing international initiatives. There is however an urgent need
to put in place more efficient and responsive national mechanisms to eliminate
inherent inadequacies in service delivery and improve on absorptive capacity and
uptake of various services. With these initiatives in place, the concern is not whether
the country has the framework necessary for putting in motion activities that will
meet the MDG targets for TB but rather the availability of necessary resources and
logistics to translate intention to action.

7.10 Costing for Tuberculosis

The cost for TB interventions includes human resources, infrastructure and
equipment, training, commodities and products, planning and administration, and
monitoring and evaluation. The resource requirements for ARVs are under
HIV/AIDS, although availability of ARVs is likely to reduce the risk of contracting
opportunistic infections like TB. Based on these interventions, assumptions have
been made that initially the cost will be high but will decrease after 2010 due to
increased awareness coverage and availability of drugs.
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Table 7.5: Total resource needs for interventions focusing on TB (US$

7.11 Financing Strategy for Control of Tuberculosis

The Ministry of Health has, through the NLTP, a current medium term strategic
plan for TB that is being implemented. The Global Fund has provided additional
funds that complement the funds from the government and other partners thereby
substantially improving the financing to control TB in Kenya. New funding
(including to finance gaps identified after earlier rounds) is being negotiated from
Global Fund to allow scaling up of activities countrywide to include hard to reach
districts.

A number of objectives have been developed to guide the resource projections. One
of the objectives is to increase access to ART services among TB patients co-
infected with HIV from 4% to at least 50% in 5 years. It is however appreciated that
changes will be necessary since TB is directly related to HIV/AIDS. This means
some interventions will share costs. One of the categories of activities is
Information, Education and Communication (IEC) for communities and health
workers. Both communities and health workers are important stakeholders and
beneficiaries in the delivery of ART services. IEC programmes will help to improve
the knowledge and practice of both towards the services. This will include
development and distribution of education and advocacy materials, and mounting of

132




publicity campaigns. It will also include training of care providers to impart
knowledge and skills to deliver the services.

The Ministry of Health will co-ordinate the design, development and production of
the IEC materials to ensue quality and relevance of the information. The IEC
materials will include radio and TV programmes, information booklets and posters.
NGOs will play a key role in disseminating this information and educating
communities. They will hold community education meetings as well work through
organized community-based groups. Close collaboration with ongoing HIV/AIDS
programmes will be maintained for effective provision of this service.

Although a number of stakeholders have shown some willingness to support the TB
control initiatives, additional funding is required to meet gaps in coverage of the key
service delivery areas. Further discussions are necessary to ensure commitments are
kept since one of identified gaps (additional human resource) requires a substantial
amount while increased case finding is critical to the success of control and
management of TB. The funding projections in TB control have been made with the
assumption that scaling up of activities will be achieved and that sustained level of
activities will follow. The projected funding requirements for HIV/AIDS are US$
6,684,981,000, 415,024,447 for malaria, and 55,404,979 for tuberculosis.
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CHAPTER 8

STRENGTHENING SYSTEMS FOR HEALTH SERVICES
DELIVERY

8.1 Introduction

The impact of contemporary health care systems is often measured by their
resources e.g. the per capita number of hospitals and hospital beds, doctors and
other health professionals, and schools offering degrees in the health professions.
The expenditures on health (expenditure per capita or as a percent of national
income) also are commonly used indicators. The type of health care systems
available in the future will depend in part on the amount and source of financing
available. One of the big sources of change in the financing and operating of health
systems may evolve from new health communication strategies and opportunities.

8.2 Situation Analysis

The MDGs do not specifically deal with strengthening of health systems. Yet past
experience with development programmes in the health sector shows that while it is
technically possible to deliver interventions vertically, the successful scale-up and
utilization of a broad range of health interventions requires a functioning health
system. The main components of a functioning health system include:

1. Scaling up system-wide health human resources (including clinical and
administrative staff) and infrastructure;

i. Improving the system’s ability to plan, finance, and deliver high-quality health
services. This includes strengthening management capacity in the system;
improving monitoring, evaluation, and quality assurance; enhancing community
demand for and access to essential interventions; and building capacity for health
research and development.
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Table 8.1: Health systems matrix
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8.3 Synergies

WHO has estimated that a poor physical environment is responsible for about one-
tourth of all preventable diseases. Environmental conditions are especially critical for
some diseases; for example, such conditions account for an estimated 90% of health
problems caused by malaria. Environmental threats to human health can be divided
into “traditional hazards™ associated with a low level of economic development, and
“modern hazards” associated with industrialization.

Traditional hazards related to poverty and a low level of economic development
include lack of access to safe drinking water, inadequate sanitation in the household
and in the community, indoor air pollution from cooking and heating with coal
biomass fuel, and inadequate solid waste disposal. Modern hazards are related to
economic development without adequate health and environmental safeguards and
increased consumption of natural resources. These hazards include water pollution,
intensive agriculture, air pollution from motor vehicles and climatic change, and
ozone depletion.

8.4 Financing and Investment for the Health Strategy

Although Kenya is committed to the achievement of the Millennium Development
Goals, the statistics in the KDHS 2003 appear to cast doubt on attainment of
health-related goals. In general heath outcomes and indicators have deteriorated
over the last 10 years. Inequality in access has been highlighted as a key contributor
to poor health status — 30% of sick Kenyans do not seek care due to financial
barriers and majority of people live more than 5 km from the nearest health facility
(Public Expenditure Review, 2004).

Effective and targeted public health financing and investment must form a key
cornerstone of the national efforts towards attainment of MD Goal 6. Health in
Kenya is under-funded with low budget for drugs, medical supplies and
infrastructure maintenance expenses, and capital. There has also been a mismatch
between policy and resource allocation in the health sector, with high spending on
curative as opposed to preventive and promotive.

The PER 2004 points out that development expenditures in health represent a mere
1.5% of GDP. The public per capita expenditure on health is $6.2 way far below the
$34 per capital recommended by WHO, and public health spending is 8% of total
spending against the 15% target agreed upon at the Abuja declaration. If substantial
progress is going to be made in meeting the MDGs, there will be need to make
substantial increase in health expenditure.
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CHAPTER 9

ENVIRONMENTAL SUSTAINABILITY

P b4 9.1 Introduction

Goal 7 of the MDGs calls
for ensuring environmental
sustainability for the benefit
of all. Target 9 has two
components: to integrate
principles of  sustainable
development into country
policies and programmes,
and to reverse the loss of
environmental resources.
While the first component
can be addressed by an
intervention on root causes. For example, two broad root causes responsible for loss
of environmental resources are those related to population and its over-exploitation
of resources; and those related to irresponsible behaviour that result in discharge of
pollutants into the environment. In order to address the root causes responsible for
loss of environmental resources, Target 9 must be implemented in concert to
existing synergies with the other MDG Goals and Targets.

9.2 Situation Analysis

The greatest threat to our environment is posed by poverty. Deprived people are a
major threat to the environment when the basic needs of adequate food, shelter,
clothing and health services are not met. These people will endeavour to satisty their
needs by any available means without considering the consequences to fellow
human beings or resource base. Efforts to obtain basic needs under such
circumstances generally lead to environmental degradation — destruction of forests,
loss of arable soil, fall in productivity through disease and malnutrition.

Achieving the health-related MDGs depends largely on increasing access to
medicine and health facilities, improved sanitary living and working conditions,
education and training. However, the underlying environmental conditions, in many
cases, greatly affect health conditions. This is especially clear for mortality due to
water-borne and insect-borne infectious diseases. Access to clean drinking water
depends upon water quality in rivers and aquifers which, in turn, depends on good
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watershed management and pollution control. Conservation of biodiversity directly
contributes to health care of the poor through herbal medicine. Overuse of wild
natural resources such as medicinal plants and wildlife results in environmental

degradation.

Children under-five die mostly of diarrhoea linked to unclean water and inadequate
sanitation, as well as respiratory infections related to pollution. Lack of fuel for
boiling water contributes to preventable water-borne diseases. Child mortality and
maternal health, especially related to clean water and sufficient quantity and quality
of food, have clear links to the environment and the services ecosystems provide.
Nurturing trees on the land near the homesteads and in riparian zones, and clean
waterways are important for improving the health conditions for women and young

children.

Rain water once reaching land surface is available for human (water, sanitation and
agricultural production) and plant use (transpiration by forests, grasslands and rain-
ted crops). The balance percolates through the soil profile to recharge the ground
water table. Development activities (societal and economic) involve production of
waste and other disturbances that influence the functioning of the components of
the environment. If these disturbances and waste manifested by over-abstraction
and pollutants are not kept to a sustainable level, environmental productivity
(timber, fuel wood, drugs, crops, etc) and aquatic system productivity (fish, seafood,
etc) will be interfered with.

Target 10 on access to safe and clean water can be achieved by putting in place
adequate water storage facilities. If the water catchment areas on which the supply of
this water is dependent are degraded or destroyed the quality and quantity will be
adversely affected. In this case, the interests of the stakeholders in meeting the
MDGs should go beyond supply and infrastructure to include ensuring security of
supply guaranteed through conservation. A good arrangement will be where those
who trade in water set aside a fraction of the income for conservation through an
arrangement/agreement.

The main source of energy used in Kenyan households is derived from natural
resources (firewood, charcoal, wood, waste and farm residues) or fossil products
(kerosene and LPG). Hydropower comprises the main source of electricity in Kenya
and is dependent on one of the environmental services (water cycle). Although
energy, especially electricity, is important for national economic and social activities,
it is rarely recognized as one of the products of an environmental service — water
and the water cycle. As a result, the large electricity producers and consumers do not
channel back their returns to ensuring sustainability of electricity supply. Those
companies and many others could be persuaded to contribute a small fraction (e.g.
1%) of their profits for conservation and sustainable management. In return, those
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charged with the responsibilities of managing environmental services and products
must on their part ensure sustainability and security of electricity supply.

9.3 Proposed Interventions

Interventions and their targets are organized around five thematic problem areas:
developing a participatory national environment framework, fisheries and other
aquatic ecosystems, forests and other terrestrial ecosystems, wildlife, and community
actions in market-based development. Each of these thematic problem areas have
interventions, targets, activities, unit costs for each activity, cost of each activity in
the base year (2005), and an inbuilt 5% annual increment in the case of Kenya to
take care of inflation. The cost of achieving the targets is based on unit costs as they
currently operate in the market place. The annual resource requirements are based
on a simple uniform distribution, as sequencing of activities by respective
stakeholders has not been undertaken.

A wide range of policy options and practical measures or interventions exist that can
be undertaken to enhance poverty eradication, conservation and management of
natural resources for social and economic development of Kenya, the key ones
being:

a) Putting in place an effective policy and legal framework for the conservation
and management of the environment and natural resources. This includes a
framework that improves the legal and administrative coordination of the
diverse sectoral initiatives currently being undertaken by the many
stakeholders involved in the sector.

b) Developing a strategic and a long-term environmental strategy that spells out
clearly what needs be done, by whom, when, and at what cost;

c) Developing a national environmental accounting and valuation system that
contributes to the System of National Accounts (SNA) with a view to
integrating environmental considerations with the national planning process;
and

d) Promoting environmental education, public awareness and participation in
pursuit of sustainable development.

Targets were set on the basis of the severity of the identified problem and the
assessment of potential capacity for making a difference. What requires further
elaboration is the when question. These require consultative discussions among and
between the different stakeholders, as many of the interventions and targets are
synergistic in nature. Lack of activity sequencing is clearly reflected in the projected
budget summary by equal allocations per year.
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The projected increase in plantation yield for eucalyptus grandis was 100%, 75% for
cupresus lusitanica, 60% for pinus patula, and 80% for P. radiata. Overall, the target
increase in yield of the major plantation species is a high 67.5%.

The confusion on whether to use or not use the non-resident farmers (commonly
known as shamba system), coupled with very low budgetary provision for the last 20
or so years led to the collapse of the forest and the extension services. As a result,
most plantation management data and records are outdated. However, the cost of
establishing a hectare of plantation forest on a 25-year rotation made on the basis of
costs of land rent, seedling, land preparation, planting, weeding, pruning and non-
commercial thinning was estimated at KShs 63,100.

The household requirement for wood fuel was based on a recent report by the
Ministry of Energy (Kamweti, 2002), while wood-fuel energy required by the
proposed primary school feeding programme was taken as part of the overall
household energy requirement (the difference is the utilization point). The estimates
for the cottage industry, like for household energy, were also adopted from Kamweti
(2002). The cost of school construction materials, paper for school writing materials,
and textbooks were based on projected primary school populations and assuming 35
pupils per classroom.

9.3.1 National Environment Framework
The following interventions have been suggested:

a) Creating an enabling environment in order for the sector to achieve targets it has
set out for itself, or simply getting organized;
b) Environmental accounting; and
¢) Environmental management and enforcement of guidelines, regulations and
standards.

9.3.1.1 Getting organized

Part of the solution to the country’s environmental challenges lies in the way things
are done. Getting organized so as to constructively develop mechanisms for
resolving urgent environmental problems is a first step in a process that involves
many steps. For the organization to lend meaning to agreed solutions, those
traditionally in the environment sector must deliberately reach out with a view of
sourcing not only skills but also divergent views from non-environmentalists.

Currently, the MENR is responsible for coordinating activities related to goal 7. It is
organized around four main departments — Mines and Geology, Forest Management
and Research, NEMA, and DRSRS. However, other government Ministries (e.g.
local government, energy, livestock, tourism, water, and agriculture), civil society and
private sector all have legitimate and strong departments with environmental
components. All these Ministries and departments operate independently, often
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competing for scarce resources and also in the process sending out messages that are
both confusing and conflicting. The proposed budget is to facilitate the
environmental sector, comprised of the green sector, to get self-organized in order
for them to develop a common and negotiated script to guide policy and link it to
community action.

For this to happen, two things must be done. First, the often-fragmented extension
services belonging to the different government departments and civil society should
be harmonized. Second, a common and more practical approach to data generation,
collation, management and accessing be developed and operationalized.
Strengthening and redefining the mandate of DRSRS could be what is needed to
achieve this intervention. DRSRS’s proposed interventions are costed for separately.
Main activities under the interventions will entail lobbying and convincing policy
makers to see the need for these changes. These will entail meetings, workshops, a
strategy, and an agreement on roles, responsibilities of each stakeholder and joint
planning and budgeting. A total of Kshs. 8,573,000 is required for the planning
phase, and Kshs. 93,316,000 to implement the plan. The total for the environment
sector to get organized is Kshs. 101,889,000.

9.3.1.2 Environmental accounting

The objective for including “environmental accounting” is to make it easier to
analyze sectoral and macroeconomic issues, so as to design policies that reflect a
more comprehensive understanding of the relationship between the economy and
the environment. The long-term goal for environmental accounting is for Kenya to
develop meaningful macroeconomic indicators and also ascertain the value of non-
market environmental services and products. Currently, the value and contribution
of environmental services and products to the national economy are taken for
granted. An important factor responsible for the omission of the value of
environmental services and products is the argument that most of them are not final
market commodities with a market price.

The current needs assessment recommends that it will take Kshs 97,126,500 to
develop and implement a strategy for integrating principles and practices of
environmental accounting within and/or alongside the system of national accounts
(SNA) — even if on a pilot basis.

9.3.1.3 Management and enforcement of environmental guidelines,
regulations and standards
The objective of this section is to determine what it will take NEMA to ensure
implementation of environmental policies and compliance with legislation. The four
main interventions outlined are coordination of environmental management actions,
dissemination of knowledge on the status of the environment, publishing and
disseminating environmental tools, guidelines and procedures, and to build capacity
tfor enforcement to ensure compliance.
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Umbrella environmental management challenges in Kenya fall under the
Environment Management and Coordination Act (EMCA), enacted in 1999. EMCA
provides a national legal framework for the management of the environment and
natural resources. The institution responsible for the implementation of EMCA is
the National Environment Management Authority (NEMA). NEMA has been
working towards establishing an effective policy and legal framework for the
management of the environment and natural resources. In an effort to build
adequate national capacity for the management of the environment, provincial and
district environmental committees have been established. These need to be
strengthened and empowered.

Ensuring environmental sustainability need not be always punitive, especially to
those who are already weakened by poverty. A more practical and less expensive
approach needs to be found. NEMA has been promoting environmental education
and public awareness programmes towards this end. In order for NEMA to achieve
identified targets, it requires a budget of Kshs. 1,221,502,000 for the period 2005-
2015. Table 9.1 summarises the costs of interventions on the environmental
framework.
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Table 9.1: Interventions on the national environmental framework (kshs

9.3.2 Fisheries and Other Aquatic Ecosystems

To address the challenges currently faced by the Fisheries Department, four
interventions are identified. A budget to achieve targets identified under these
interventions is Kshs. 2.31 billion over the next 11 years (2005-2015). The first
intervention aims to ensure sustainable utilization of aquatic products. This involves
putting in place an effective management system that effectively links policy to
community actions to ensure sustainable utilization of aquatic and marine resources.
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The intervention will cover all fisheries and aquatic ecosystems and will cost of Kshs
1.04 billion up to 2015.

The second intervention has two activities. The first is monitoring of pollution
mainly from agriculture and general development on the ecology of, say, Lake
Victoria and its associated ecological problem of the water hyacinth. This is critical
and urgent if fisheries and aquatic ecosystems have to play their rightful role in
reduction of poverty and hunger. The second activity will concern itself with
restocking depleted lakes and rivers with fish. The restocking of fish in lakes will
target Lake Victoria and L. Jipe. Implementing and achieving the two activities under
the intervention will require Kshs 452.60 million up to 2015.

The third intervention is active and positive community participation in the
management and conservation of Kenya’s fisheries and other aquatic ecosystems.
The activities identified under community participation include awareness and
education, participation, self-organization, and training. Implementing the
community participation component will cost Kshs 139.2 million.

The fourth intervention is to restore the biological functions of degraded fisheries
and other aquatic ecosystems. This will take a combination of activities under the all
the above interventions, implementing measures that reverse the negative impacts,
and re-stocking lakes and rivers where depletion is a problem. This intervention will
cost Kshs 220.7 million to implement.

9.3.3 Land Degradation

Two guiding principles for on-farm tree crops are that communities themselves will
bear the establishment and management costs, while the Forest Department’s (FD’s)
role will be to facilitate and support development and effective and efficient
functioning of markets for on-farm wood and non-wood products. The two
objectives are to make markets and market-derived profits serve as a driving force
behind on-farm tree establishment and management; and to address the negative
impacts of development on environmental sustainability by relieving exploitation
pressure on forest and other terrestrial ecosystems. Among the human factors
responsible for forested ecosystem degradation are population and its extraction of
environmental products causing the disruption of ecological functions responsible
for environmental services. Stopping and preventing use has not and will not work;
instead, the solution lies in meeting environmental product-based needs within
allowable limits.

Since land degradation as it relates to agricultural productivity is directly related to
the Goal on Hunger, this chapter will limit itself to on-farm tree production, and
income generation through markets. The target is for communities to become self
sufficient in household wood and non-wood based needs, and to market the surplus.
Household self-sufficiency also relieves exploitation pressure from protected forest
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and other terrestrial ecosystems. In order for the community to invest in tree
establishment and management, two conditions must be met. The first concerns
itself with on-farm tree planting as a business i.e. markets must exist to absorb
materials produced by farmers. The second concerns itself with a deliberate
programme, referred to as “market-based development”, to deliberately facilitate and
support on-farm production, processing and marketing.

Unlike other thematic areas in this chapter that are conservation and/or protection
based, the present section is people sensitive. It is developed around population, the
demand for environmental services and products, regional representation of the
demand, and the potential for meeting the demand on the basis of climate. Activities
under each intervention will vary, depending on the agro-climatic zone in question.

9.3.4 On-farm Tree Establishment and Management

A 34-year old government-led Rural Afforestation Extension Programme (RAES)
has largely been unsuccessful, due to at least three factors. First, RAES was launched
in the absence of a clear policy and as a result, the FD’s poor community
empowerment record undermined its sustainability; for example, farmers had no
role or responsibility in the management of the 100% FD financed tree nurseries.

Second, on-farm tree planting remains unprofitable due to FD’s unnecessary
restrictive regulations imposed on the market. For example, it is illegal to produce
and transport charcoal and yet every household uses it. The problem is not its
production, but the FD’s inaction combined with inability to regulate production,
sale and transport of a commodity with an annual national market value of Ksh. 30
billion. FD’s subsidies on wood harvested from the forest estate complicates the
market for on-farm produced wood, and as result undermines profitability of on-
farm tree crops.

Broadly, the country is categorized into three agro-climatic zones: zones 1-3 where
the main activity will be E. grandis intensive wood and fodder biomass production,
coupled with high value medicinal plants (P. africana and Wabugia ungadensis); zones 4-
5 where fodder production and wood-fuel using adapted tree species will dominate;
and zones 6-7 where rangeland rehabilitation combined with gum resins and oils will
dominate (e.g. aloe, frankincense and myrrh). It is possible to double the eucalyptus
yields of 320 m’/ha over the 8-year rotation period (or 40 m’/ha per year) to 640 m’
of a Eucahptus grandis. The annual income accruing from on-farm tree crops would
be even higher than the annual income from crops like maize.

According to a survey commissioned by the Ministry of Energy in 2000, fuel-wood
is widely used as a source of energy by 89% and 7.1% of rural and urban
households, respectively. The average per capita consumption is 741 and 691 kg in
the rural and urban areas, respectively. On the basis of the current per capita average
consumption of 716 kg and assuming similar future patterns, total national wood-
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fuel demand will increase from 46,051,356.15 (grown on 72,000 ha) in 2005 to 55,
076,923 (grown on 86,000 ha) in 2015. Incorporated within these projected
household energy demands is also the projected wood-fuel for the primary school
feeding programme. Table 9.2 summarises the wood-fuel demands based on
population projections and a productivity of 80m’ per hectare per year.

The intervention to address household annual wood-fuel needs (50,454,327.85 m’)
involves on-farm tree planting. Out of the 40 million people in 2015, arid to semi-
arid lands will be inhabited by about 16 million, mainly relying on natural vegetation,
while the balance of about 24 million people in high potential areas will be
producing their own wood-fuel. The excess wood will be sold to cottage industries
and schools (feeding programmes and for construction of classrooms and desks).

Assuming a productivity of 80 m’ annually, an area of 43,240 ha under E. grandis will
be required to bridge the wood fuel deficit. The cost associated with implementing
this activity is Kshs. 2.3 billion. The total amount needed for on-farm tree planting
to meet fuel wood demands of the cottage industry, school feeding programme and
households for the period 2005-2015 is about Kshs 3.6 billion.

Table 9.2: Projected national population and the corresponding wood-fuel
demands at a productivity of 80 m*/ha/year

9.3.5 Forests and Other Terrestrial Ecosystems

Interventions under this theme will be implemented in close collaboration with
those outlined under market-based development. The three thematic areas are
forests, forest research and wildlife management beyond ministerial and
departmental boundaries. For example, forests are defined in their broad sense to
include those under the Forest Department, private ownership, local government,
development authorities (like TARDA), etc. The forests under the Wildlife Act are
covered under Wildlife Management and Conservation section below.
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9.3.5.1 Management and conservation of indigenous forests

The official area of gazetted natural forests is presently estimated at 1.7 million
hectares, including those under the ministry of local government. Therefore, the
proposed budget will have to be shared between natural forests under Environment
and Natural Resources and Local Government (County Councils) on the basis of
gazetted natural forest area under each. The objective is to ensure that these forest
ecosystems are sustainably managed to ensure continued optimum functions that
sustain environmental services and products.

The budget for management that allow for sustainable utilization of natural forest is
comprised of two parts: security (or survey and maintaining of boundaries) and
administrative overheads (which include infrastructure). The budget for security,
effective management and conservation of the 1.7 million hectares of natural forests
(including water catchments areas) is estimated at Kshs 856.40 million up to 2015.
The cost of infrastructure for the same period is Kshs 3.06 billion, forest fire
management Kshs 6.62 billion and research Kshs 937.6 million. Resources for the
period 2005-2015 required to achieve the natural forest interventions are about Kshs
10.53 billion.

9.3.5.2 Forest plantations: Become self-sufficient in industrial wood

Out of a total 120,000 ha of forest plantation area, only 80,000 ha were estimated to
be under trees in 2003; and the productivity of the area currently under trees is very
poor. As a result, the current wood deficit is estimated at 40,000 ha (equivalent to
about 30,000,000 m’, based on a 30-year rotation cycle and average m.a.i of 25 m’).
The target for an industrial plantation programme therefore is to successfully
establish and effectively manage a backlog of 120,000 ha by 2015.

Three reasons underlie the failure of forest plantation programme - inadequate
budget allocation; erosion of professionalism in the forest sector; and political
interference in the management of the forest estate. These negative factors must be
stopped and reversed if self-sufficiency in industrial wood is to be achieved, and if
exploitation pressure on forest ecosystems earmarked for protection is to be
relieved. This does not come free, and therefore a more realistic budget is urgently
needed.

Table 9.3: Plantation species composition by area in 2003
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Figure9.3: Plantation Species Composition
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During the period 2005-2015, a minimum 95,000ha of genotipically elite industrial
forest plantations must be established. Of these, 40,000ha will make up for the
backlog and an additional 55,000ha to compensate for the annual harvest, estimated
at about 5,000ha. Considering the current poor state in which the FD finds itself,
establishing and managing 95,000ha of new plantations and additionally managing
80,000ha (declining at the rate of about 5,000ha annually) of currently existing
plantations pose a big challenge. A practical recommendation is for the strategy to
allow for time for self-organization in order to streamline internal structures so as to
develop and operationalize an efficient and effective utilization of resources.

Building on the principles of the draft Forest Bil/ 2003, the private sector must be
involved in the establishment and management of industrial forest plantations. Of
the 95,000ha to be established during 2005-2015, the private sector should take up
the responsibility for establishing and managing 40,000ha, in a legally binding land
lease arrangement with the Forest Department. The land lease arrangement will
generate annually Kshs. 60 million as income to the FD (estimated at Kshs 1,500 per
ha per year). The share of the FD out of the total 95,000 ha target will be 55,000ha
by 2015.

Availing the elite genotypes to be used by both the Forest Department and the
private sector as planting stock and improved management protocols will be the
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responsibility of the Kenya Forestry Research Institute (KEFRI). Applying Kshs
63,100 per ha as the minimum cost for establishment and effective management of a
hectare of a forest plantation, the total budget required by the FD to deliver on a
targeted 55,000ha is Kshs 5,017,992,000. The private sector will invest a total of 3.01
billion to meet a target of 40,000ha of new forest plantations for the period 2015-
2015.

9.3.5.3 Forest research to support productivity and effective
management

Interventions under research will be implemented in close collaboration with those
outlined under market-based development. The research agenda for Kenya’s MDG
is to facilitate and support increased industrial forest productivity, and increase
effective sustainable management and conservation of natural forest, in order to
increase economic and social benefits to farmers and forest-adjacent dwellers
through sustainable utilization of environmental services and products. For the
period 2005-2015, two targets are singled out for forest research: to increase yield of
planted trees both on-farm and in plantations by 67.5%, and tree-based revenue to
account for 20% of the household income. The four priority economic tree species
targeted for Kenya are Cupresus lusitanica, C. radiate, Pinus patula and Eucalyptus grandis.
Other species with potential included are Melia volkensii (in the semi-arid areas),
Prunus africana, giant bamboo, etc. The main activities to increase tree productivity
include tree-seed orchard establishment and access to superior tree seed.

The establishment of tree seed orchards should shift from Government monopoly
and give greater emphasis to roles and responsibilities of communities, through
creating options that open up space for private sector participation. In order to
ensure increases in tree yield by 67.5%, 30ha of tree seed orchards should be
urgently established, to yield annually 28,371.2 kg seed of the four economic priority
species. A budget of Kshs 4,234,500 for the selection, design, establishment and
management of 30ha of tree seed orchards by June 20006 is required. Also, Kshs
683,963,804 1s budgeted for production of 28,371.2 kg seed per year by 2015.

To improve access to superior tree seed, seed production and distribution represent
an area ripe for private sector involvement. An additional budget of Kshs 2.16
million is needed to develop a strategy to explore and elaborate mechanisms of how
private sector can augment the problem of access to superior seed. Proposed
activities to support the realization of the ambitious intervention for increases in
stand productivity include support for formulation of a strategy, breeding
programme, capacity, seed production and acquisition of modern computers. Also,
KEFRI will pioneer scientific work leading to increased effective management and
conservation of natural forests by the Forest Department, and local government
(county council forests). A total of KShs 171,360,000 has been budgeted for over
the next 11 years (2005-15). Overall, increased yield means that more wood can be
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produced from a smaller area, with positive implications for conservation of
biological diversity.

It is projected that tree-based revenue will account for 20% of the household
income by 2015. Increased on-farm wood productivity as a result of improved
management and use of superior tree seed has the potential to more than double
yields of on-farm wood (from E. grandis). This will reduce on-farm land devoted to
woodlots by 50%, from current 61,014.55ha to only 30,507.28ha by 2015. Doubling
on-farm wood productivity will halve the farmers’ budget devoted to tree
establishment and management, free up land that can be used for food production
or wood that targets the markets, and save the farmer more than KShs 2.4 billion
nationally for the period 2005-2015. This translates into more KShs 170.01 million
per year, with food production from the freed-up land amounting to KShs 46.23
million, estimated on the basis of current maize yield at current prices.

To facilitate the elaboration of a protocol for forestry to contribute 20% of
household income by 2015, KShs 8,400,000 has been budgeted to support the
community outreach activities. An additional budget targeting communities is
provided for under the intervention on “market-led development”.
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Table 9.4: Interventions on forests and other terrestrial ecosystems (kshs




Figure 9.4:Proportion of the cost of management and conservation of indigenous forests

Protection
8%

Infrastructure
29%

Participatory forest fire
control
63%

9.3.6 Wildlife Management and Conservation

Total gazetted area for wildlife management and conservation stands at 4,403,595ha.
The wildlife sector is home to the world famous national parks and game/marine
reserves, is central to Kenya’s biological diversity, and the base for the tourism
industry worth Kshs 53 billion annually. A very small fraction of this revenue
reaches the poor, because the trickle-down approach does not favour the poor.

The three main interventions to address priority problems in wildlife sector and
tourism industry are effective management of wildlife areas; to provide security
within wildlife areas and to the broader tourist industry; and community
involvement in order to benefit from the sector. These interventions will cost KShs
9.5 billion for the period 2005-2015 in addition to what the wildlife sector currently
receives from the government, broken down into management aspects (KShs 2.1
billion), security (KShs 5.3 billion), and the community component (KShs 2.1
billion).
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Table 9.5: Interventions in wildlife management and conservation (kshs

9.3.7 Market Based Development

The objective of the market-based development initiative is to facilitate and provide
effective and efficient support to the on-farm tree production, processing and
marketing. The aim is commercialisation of on-farm wood establishment,
management and production; facilitating community income generation; and
support to interventions identified under other thematic areas like national
framework, fisheries and other aquatic ecosystems, land degradation, forests and
other terrestrial ecosystems, climate change, and pollution.

The four interventions to ensure that on-farm tree crops contribute 20% of
household income are selecting and developing value tree species for the market
(KShs 22.6 billion), training farmers to add-value to their tree-based products for the
market (KShs 31.6 million), training farmers on skills for entering and sustaining
participation in markets (KShs 1.9 billion), and support for a farmer financing
scheme (KShs 467.6 million). The total amount of resources required to implement
the market-based development thematic area is about KShs 25 billion.
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Table 9.6: Interventions in support for developing markets and linking them to
farmers (kshs




9.4 Summary of Costs for Environmental Sustainability
Interventions

The resource requirements identified by the needs assessment are by and large, an
addition to those already provided annually to the Ministry of Environment and
Natural Resources (MENR) through the national budget. For example, allocation
for the 2004/05 year was about KShs 2.8 billion or KShs 83.72 per capita (or US$
1.05 at an exchange rate of KShs 80 per US$). The present needs assessment
recommends a per capita increase from the current KShs 83.72 to KShs 383.25 (US$
4.79).

The needs assessment is comprised of two types of interventions: those whose cost
and implementation is to be met by the private sector, and those whose
implementation resources are sought. A gross total of KShs 138.9 billion is needed
for the period 2005-15, which distributed equally result in an annual investment of
KShs 7 billion starting 2005 and peaking to KShs 11.3 billion in 2015.

The cost of implementing on-farm tree planting to meet household and cottage
industry needs (land degradation), and the private sector plantation component are
to be met by communities and the private sector. This reduces the budget by KShs
16.34 billion, resulting in net additional budget sought to KShs 122.5 billion for the
period 2005-2015. This would comprise the current annual budget of Kshs .2.8
billion for 11 years (30.8 billion) and an additional KShs 122.5 billion, making a total
of KShs 153.3 billion.
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Table 9.7: Summary cost of proposed environmental sustainability interventions
and their targets (kshs
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9.5 Financing the Operationalization of the Interventions

Although the budgeted resources are large, some of the interventions will not
require financing from the central government, for example, on-farm tree planting.
More than 50% of the budgeted resources will come from the communities (in the
case of on-farm tree planting), private sector, civil society, development partners,
and an innovative arrangement that will see the Ministries commit resources for
environmental sustainability. As part of the environmental framework, a joint
environmental strategy and implementation budget will be agreed upon by all the
stakeholders, for joint implementation and monitoring of impact as a result of
invested resources.

9.5.1 Community Contributions

This will be in form of opportunity costs — resources that would otherwise be tied-
up in developing and running public rural extension institutions, tree nurseries and
associated overheads. Resources currently associated with costs for on-farm tree
planting (amounting to Kshs 5.9 billion annually) will be made available for other
environmental management work.

The main cost for the on-farm tree-planting programme on the part of the
government will be in form of facilitation (creating an enabling environment for
markets to flourish, availing superior seed and helping communities get organized).
Once the superior seeds are available at the community level, the farmers will raise
seedlings, establish on-farm wood lots and harvest them for processing and value

adding.

9.5.2 Inter-Ministerial Budget Transfer

There is urgent need for the different government ministries and departments that
have a stake in environmental sustainability (benefit from environmental services) to
deliberately budget for the environment e.g. power generation, water for domestic
use, tourism based on the environment, environmental disease prevention
(leukaemia, typhoid, cholera, malaria, etc), and the livestock industry (due to its
dependence on rangeland pasture and forage). The entry point for such interests
(other ministries and departments) would be through a stakeholder representative in
the national environment framework. Some of the suggested action points under
such a forum would be a negotiated strategy that goes beyond the MENR as we
currently know it, an implementation plan, and a monitoring and evaluation strategy.

9.5.3 Private Sector
This section will have three components. The first will comprise revenue generated
through leasing of land by the Forest Department for private sector plantation
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establishment. This will generate about Kshs 15 million annually. The second will
comprise a natural resource use levy fund, contributed by those with a stake in
environmental sustainability and want to buy their way to the discussion table.

The third will be by members of the private sector who are currently participating in
conservation and management of the environment (e.g. the WWZF-Corporate Club,
Nation Media Group, Total Oil, Barclays Bank, etc). However, this participation of
the private sector in environmental activities lacks a clear strategy at the national
level. Therefore, a study should be commissioned on how to increase the
contributions and impact of the private sector into both implementation and
research of environmental activities. The negotiations can center around
contribution of a proportion of profits made by main producers and consumers of
environmental goods and services (e.g. water), and in turn be guaranteed sustainable
environmental services and products, in this case water.

9.5.4 Civil Society

The civil society operates sizable budget, in most cases disbursed in parallel with the
government’s own implementation programme. Under the national environment
tramework, negotiated priorities, roles and responsibilities are proposed. When
identified interventions/activities are costed in a participatory mannet, it is possible
for the different stakeholders to commit resources to implement activities under
their control/supetvision. The idea is to jointly develop an implementation plan on
the basis of a negotiated and agreed national strategy (short- and long-term), and for
each stakeholder to commit resources based on their areas of strength and
geographical location (for implementation). This has the advantage of increasing the
budget, geographical coverage, and minimizing and/or avoiding duplication. The
greatest strength of this approach is in monitoring the impacts of the spent
resources, as it makes it possible to gain an overall picture over an array of
implementers by applying standard measurement yardsticks.

9.5.5 Development Partners
There will be actions whose budget cannot be met through the identified methods.
For such, proposals will be targeted at the Environment Donors Consortium.

9.5.6 Kenya National Environment Fund (KNEF)

The creation of the fund and its management will be the prerogative of the body
created to oversee the operationalization of the environmental framework. This will
be the place where the different stakeholders, other than the central government,
will put their contributions for environmental management.
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CHAPTER 10

TOWARDS IMPROVED AND SUSTAINABLE WATER AND
SANITATION SERVICES

10.1 Introduction

A target for Millennium Development Goal 7 on environmental sustainability is “to
halve by 2015 the proportion of people without sustainable access to safe drinking
water and sanitation services”. Access to safe water is described as the percentage of
the population with reasonable access to an adequate amount of water from an
improved source, such as a household connection, public standpipe, borehole,
protected well or spring or rainwater collection. Unimproved sources include
vendors, tanker trucks and unprotected wells and springs. Reasonable access is
defined as the availability of at least 20 litres a person a day from a source within one
kilometre of dwelling.

10.2 Situational Analysis

Access to safe water is currently estimated at 89.7% in urban areas and 43.5% in
rural areas, or a national average of about 57% (as reported in the 2000 Multiple
Indicator Cluster Survey). In addition, about 81% of the population has access to
safe sanitary means, with 94.8% in urban areas and 76.6% in the rural areas. The
World Bank’s 2004 Water and Sanitation Country Assessment has put the current
coverage at 49% for water supply (urban 86% and rural 31%) and 86% for
sanitation (urban 96% and rural 81%).

Among the main synergies between the water and sanitation sector (WSS) sector and
other MDGs are reduced incidence of water-borne diseases, empowerment of
women and gitls through savings on time and energy especially in provision of
water, improvement in the living conditions in slum areas, business opportunities in
the envisaged private sector participation (especially for women entrepreneurs in
water and sanitation service delivery), and higher retention of girls in school due to
improved provision of water and sanitation facilities.

To achieve the MDGs in the water and sanitation sector, the people without access
to safe water and improved sanitation need to be halved, which translates to 80%
nationwide coverage of safe water supply (urban 96% and rural 66%) and 96%
coverage of improved sanitation (urban 96% and rural 89%).
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10.2.1 Opportunities for Water Service Improvement

There are several opportunities in favour of achieving the MDG goals as shown in
Box 10.1.

Box 10.1:Opportunities for improving water services

so far. There remains an opportunity to exploit the balance of 85%.

institutional framework.
e ERS and the PRSP give sufficient focus on poverty-reduction.

water and sanitation sector.
e There has been sustained donor support in the water sector.

e Only 15% of the safe yield of renewable fresh water resources has been developed

e The ongoing water sector reforms separate policy formulation; regulation and
services provision and define clear roles for sector actors within a decentralized

e The current National Development Plan (2002-2008) has well-laid out plans for the

10.2.1.1 Water availability

Kenya is classified as a chronically water scarce country, with an annual renewable
fresh water supply of only 647m’ per capita. Globally a country is categorized as
water stressed if its annual renewable freshwater supplies are between 1000 and
1700m”’ per capita and water scarce if its renewable freshwater supplies are less than
1000m’ per capita. However, the current level of development of water resources in
Kenya is very low; only 15% of the safe yield of renewable fresh water resources has
been developed so far. There remains an opportunity to exploit the balance of 85%.

10.2.1.2 Water sector reforms

The Sessional Paper No. 1 of 1999 on National Policy on Water Resources
Management and Development and the Water Act 2002, presently guides water
resources management. The overall goal of the national water development policy is
to facilitate the provision of water in sufficient quantity and quality and within a
reasonable distance to meet all competing uses in a sustainable, rational and
economical way. This policy separates policy formulation, regulation and services
provision; defines clear roles for sector actors within a decentralized institutional
framework; and includes private sector participation and increased community
development. This policy and institutional framework will catalyse the achievement
of the Millennium Development Goal.
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10.2.1.3 Economic recovery and poverty reduction strategies

Poverty is a major constraint to realizing the MDG target on access to water and
sanitation. However, the Government through the ERS, the PRSP and the current
National Development Plan (2002-2008), has put in place a macroeconomic and
sector-based framework to reduce poverty through improved growth and a more
equitable distribution of resources and benefits of growth. The policy papers and
subsequent activities have put high priority on improved water supply and sanitation
as one of the preconditions for economic recovery and poverty alleviation.

10.2.1.4 Private and public sector capacity

The Kenyan private sector capacity is relatively well developed. The development of
private sector capacity can help the WSS sector benefit from market competition,
provided good rules of procurement are in place. The current private sector capacity,
in terms of number of businesses in the WSS sector, includes pipe/fitting suppliers
(7,000), electrical-mechanical equipment suppliers (not specified), engineering firms
(51), drilling firms (37), civil works contractors (1,000), hydro-geologists for siting
and supervision (19) and operations and maintenance (347). Private sector
participation (PSP) in WSS sector in Kenya is largely unexploited. The public sector
has also qualified manpower (see Table 10.1), many of them trained at the Kenya
Water Institute (KEWI) under the Ministry of Water and Irrigation, middle level
colleges/polytechnics and the local universities.

Table 10.1: Number of piped connections and employees in the piped water
sector

(Source: World Bank, MDGs for water and sanitation, Country Assessment- Kenya, 2004)
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10.2.1.5 Support from development partners

Kenya has a long record of cooperation with development partners in the water
sector. Currently, development partners are assisting in the commercialisation of
water utilities in the large and medium-sized urban centers (including Nairobi,
Kisumu, Nakuru and Mombasa), as well as supporting smaller urban centers and
rural areas to improve water supply.

10.2.2 Challenges facing the sector

The water and sanitation sector faces a number of challenges including catchments
degradation; poverty; hydrological variability; deterioration of and under-investment
in water storage capacity thereby affecting water security (which measures the
country’s ability to continue to function productively, both socially and
economically, given its water supply and demand characteristics); rapid population
increase; dilapidated infrastructure; and lack of inter-ministerial collaboration.

10.2.2.1 Catchments degradation

Inadequate management of the country’s watersheds has led to excessive soil
erosion, increased cost of water treatment, rapid siltation of reservoirs and
eutrophication, and reduced hydraulic capacity of conveyance systems. Catchments
degradation has given rise to increased runoff, flash flooding and reduced
infiltration. The main causes of catchment degradation are poor farming methods,
population pressure and deforestation. Catchments protection is key to attaining
water security, and the current strategy is for water catchment areas to be
delineated and gazetted. Within the current water sector reforms, the Water
Resources Management Authority will provide adequate catchment management to
ensure sustainable freshwater availability, which is considered a key factor to
attainment of the MDG targets.

10.2.2.2 Poverty

The ERS and the PRSP have acknowledged that Kenya’s economic performance has
been declining in the last two decades, with the attendant increase in the prevalence
of poverty estimated at 56% of the population. The performance of key sectors of
the economy such as agriculture, energy, livestock, manufacturing, environment and
tourism are directly dependent on water security. It is therefore necessary to make
water resources development an integral part of the poverty reduction strategy.
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10.2.2.3 Hydrological variability

In addition to Kenya being a water scarce country, its annual rainfall is also highly
variable from year to year and region to region. Drought is a recurring phenomenon
and its impact on water resources and services is usually devastating, while floods
have led to disasters particularly in low-lying areas. The country’s annual mean
rainfall is estimated at 621mm ranging from 411mm in the Ewaso Nyiro basin to
1,368mm in the Lake Victoria basin. These factors call for careful preparedness,
management and conservation so that excess water arising from high rainfall years is
available during low rainfall years. For example, the 1997-1998 E/ Nino floods
caused damage to water supply and sanitation infrastructure estimated at $101
million, and the 1998-2000 La Nina droughts had considerable negative impact on
the country’s economy resulting in serious food shortage in most parts of the
counttry.

10.2.2.4 Deterioration of and under-investment in water storage capacity
With floods and droughts becoming prevalent in Kenya, the country has neither
protected the natural buffering capacity of its catchments and wetlands, nor invested
in water storage infrastructure to deal with the shock from extreme hydrological
events. This low level of development has seen the water storage per capita decline
dramatically from 11.4 m’ in 1969 to about 4.7 m’ in 1999. It has been estimated
that Kenya currently has about 3000 small dams and water pans with a storage
capacity of about 124 million m’, giving a per capita storage of about 4m’. The
National Water Resources Management Strategy estimates that approximately 3.4
billion m” of storage (about 100m® per capita storage) will be required by 2010 to
ensure reliable water supply to the country. The construction of storage
infrastructure should be undertaken to increase the per capita water storage from the
current 4m”’ to at least 100m’ by 2015.

10.2.2.5 Rapid population increase

The rather high rate of population growth coupled by under-investment in the
sector has overstretched the capacities of water supply and sanitation facilities in the
country. The urban centers will experience the highest population growth rates
especially due to migration from the rural areas, and provision of water and
sanitation necessary to cope with such influx remains a challenge.
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10.2.2.6 Management constraints

While considerable technical capacity exists in the water and sanitation sector,
financial and commercial management of WSS utilities is less than desirable, either
because they cannot attract the right people or because the utilities lack conditions
for proper commercial management. For example, in the case of Ministry of Water
and Irrigation, water supply is only a part of the organizational structure of the
Ministry, with no administrative, financial and accounting autonomy. In
Councils/Municipalities where water and sewerage companies have not been
formed, the same situation is evident. Such a centralized system tends to lessen the
flexibility of management and reduces efficiency.

10.2.2.7 Dilapidated water and sanitation infrastructure

Most of the water and sanitation services infrastructure was constructed twenty to
forty years ago, and has therefore outlived its useful life. The performance of most
of these systems has been inadequate. The main factors have been inadequate
financial and management capacity, poor choice of technology, economic recession,
and lack of water demand management. There is an urgent need for replacement or
rehabilitation and augmentation to cater for age and increased demand due to
increased population.

10.2.2.8 Inter-ministerial collaboration

Sanitation provision falls under two different Ministries, with sewerage under the
Ministry of Water and Irrigation while other forms of sanitation are within the
mandate of the Ministry of Health. The full benefits accruing from the water and
sanitation sector can only be realized when the two ministries share a common
vision and can collaborate in formulation of projects to achieve the MDGs. While
there already exists a national policy on water development, a similar initiative to
guide sanitation development is yet to be put in place. This scenario may pose a
considerable challenge to the speed at which planning for the water and sanitation
sector can move.

10.3 Country-level interventions

The MDG generic list of interventions listed in the Model are comprehensive and
appropriate for the country. However, an intervention to increase water storage per
capita is necessary for Kenya to address a specific need in the country, because the
target access to water cannot be achieved without addressing the issue of storage.
The interventions adopted from the Millennium Project Model include (a) water
supply access through household connections, public stand posts, boreholes with
hand pumps, rainwater collection (roof catchments), and protected dug wells; and
(b) sanitation access through conventional sewerage, septic tank, pour flush toilet,
ventilated improved pit latrine, and improved pit latrine.
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In addition to the foregoing MDG generic interventions, the country interventions
proposed to ensure achievement of the MDG target interventions include capacity
building at Kenya Water Institute (currently the major middle level training
institution for the water sector), operationalization of water sector institutional
reforms, catchment conservation and management, flood mitigation and
management, increase of freshwater storage capacity, strengthening of hydrological
monitoring network, ASAL development and land reclamation, water for food
production (irrigation), and public awareness campaigns on efficient water use,
reduction of unaccounted-for water, catchments conservation and sanitation. In
order to achieve the above interventions it is proposed to undertake the following
activities.

Box 10.2 : Improvement of water management systems

Rehabilitation and augmentation of the existing water supply and sewerage works;
Completion of the ongoing water and sewerage projects;

Implementation of the proposed new water supply and sewerage projects;
Construction of small dams and pans;

Rehabilitation of boreholes;

Sinking of new boreholes and wells;

Carry out roof catchment/rock catchment activities;

Construction of big/medium dams;

Purchase and installation of surface water monitoring equipment;

Carry out groundwater investigation and purchase and rehabilitate relevant groundwater

monitoring equipment;

Construction of gabions, check dams, afforestation, terracing, and building dykes;
Operationalization of all institutions established by the Water Act 2002;
Rehabilitate and augment the existing irrigation works;

Intensification of leak control programme to reduce unaccounted for water;

Conduct public awareness campaigns on efficient water use, catchment conservation and

sanitation;

Development of low cost sanitation technologies; and
Construction of latrines in schools

Non-structural measures include reduction of unaccounted-for water and
strengthening O&M systems for water supplies. There will also be construction of
large dams in river courses that have been causing havoc to people during floods in
the Lake Victoria basin. The water conserved in the dams will be used for economic
gain during dry season. However, most of the measures assume that there will be an
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increase in availability of national fresh water resources from 647m>/ capita in 2004
to 900m’/capita by 2007 and 1300m’/capita by 2015. This will be accompanied by
rehabilitation and installation of hydrological monitoring stations, rehabilitation and
equipping the 8 national water quality laboratories, analysing surface water samples
and sediment loading, and carrying out groundwater monitoring in the country.

10.4 Human Resource Capacity

The National Water Services Strategy and other studies indicate that the sector has
many skilled personnel who are poorly remunerated. These are mainly distributed
within the main actors comprising Ministry of Water and Irrigation, National Water
Conservation and Pipeline Corporation, Ministry of Local Government and water-
undertaking local authorities. Lack of facilities and incentives to the personnel have
had adverse effects in the provision of water services. Participation by the private
sector has been limited to contractors, consultants, and small-scale independent
providers and to a very limited extent, management contracts.

Public Private Partnerships (PPP) and Private Sector Participation (PSP) in direct
service provision have been impeded by administrative and regulatory powers that
have vested service provision in the hands of the government. However, the human
resource in the WSS, even in the private sector, is under-utilized. The
decentralization of service delivery envisaged in the Water Act 2002 will open room
for active involvement of the private sector in WSS sector. Most studies on the WSS
do not identify lack of relevant personnel as a challenge, but rather indicate a need
for retraining. The public sector currently has over 9,100 employees in the water
sub-sector. Internationally, a staffing level of 8 personnel per a thousand
connections is recommended as the optimum level for proper performance of WSS
utilities. It is estimated that, by 2015, 25% of the rural population and 86% of urban
population will be served by piped schemes. Based on a staffing level of 8
persons/ 1,000 connections, the human resource necessary for the realization of the
MDG has been estimated to be about 34,100 staff by 2015.

Within the ongoing water sector reforms, the role of the Ministry of Water and
Irrigation will be largely limited to policy formulation and oversight/supervision.
The Ministry has therefore estimated its human resource requirement in line with its
responsibilities as 359 technical staff (job groups E-]), 548 professional staff (K-Z),
and 297 auxiliary staff (A-D), making a total of 1,204.
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10.5 Costing of Proposed Interventions

10.5.1 Rationale for Water Supply Technology Choice

The choice of water delivery technologies should be guided by looking at the
potential water sources in each district as documented in the National Water Master
Plan Study of 1992. Several factors should be taken into consideration. First, while
the dream of every Kenyan is to have piped water in the house, the scattered
settlement pattern in the rural areas makes the cost of universal household
connections through piped schemes prohibitive. Therefore, where piped schemes
are planned the proposed level of service would be by communal standposts.
Secondly, in many districts, springs have been the main source of water and most all
the viable spring sites may have been acquired especially in the densely populated
areas. Thirdly, rainwater harvesting may be the safest source with minimum need for
water treatment in the rural areas. Fourth, development of point sources (e.g.
boreholes and wells) is appropriate for servicing scattered settlements, while densely
populated slum areas with temporary dwellings may be better served by public
standposts.

10.5.2 Rationale for Sanitation Technology Choice

The most prevalent and safe sanitation technology in the rural setting is envisaged to
be either the Ventilated Improved Pit (VIP) latrine or the Improved Pit Latrine.
Among the Muslim communities pour flush toilet is the preferred technology where
there is no sewerage system. In urban centers the most effective form of sanitation is
waterborne sewerage and the goal should be to cover the bulk of population with
sewer connections. Slum settlements can be covered through sewer connections to
communal WCs.

10.6 Estimated Costs of Proposed Interventions

In order to appreciate the different needs caused by the disparities in service
coverage in the country, each district was considered separately. The costing of
water and sanitation services has been guided by unit costs reported by various
studies and actual on-going projects, which have been applied across the board to
cater for lack of district specific cost data. The unit costs and estimated coverage
were fed into the MDG Water and Sanitation Model.

It has been estimated that the country needs KShs 236.878 billion (US$ 3.0 billion)
by 2015 to meet the MDG for provision of water and sanitation services. This
estimate has been generated from the MDG Model with the generic interventions
adopted for the country (KShs. 65.33 billion) and the country-specific
interventions amounting to KShs 171.548 billion as summarized in Table 10.2
below. Other country-specific interventions are important to ensure that the
essential environment is created to facilitate achievement of above goals. Since
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these interventions are not built into the MDG Model they have been costed
separately.

Table 10.2: Summary of costs (kshs billion

Figure 10.2:Water Intervention Costs (KShs
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Table 10.3: Summary of total estimated costs of water and sanitation, in us$
million (mdg model
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10.7 Financing Strategy

Average annual development investment in water and sewerage systems in the last
five years has been about $35 million/yeat. Overall, during the nineties, about 62%
of the development budget to the water sector was funded by the donor community,
while about 38% was financed by general revenues of the Kenyan Government.

Table 10.4: Development funding for water & sanitation, 1997/2002 (us$ million

Source: Ministry of Finance

The Ministry of Water and Irrigation proposes that financial resources to be used to
attain the MDGs will come from the following basic sources: loans from
development partners, grants from various sources, Government budget, Water
Services Trust Fund, water revenues from operators, financing from private service
providers, and community contributions through water user associations (WUAS).
The financing requirements for the MDG based on the interventions in the MDG
Generic Model will be KSh 4.09 billion in 2005, 5.99 in 2010, and 7.46 in 2015,
making a total of 65.33. In addition, the country-specific interventions will amount
to KSh 171.548 billion over the period. The average annual investment on the MDG
Model interventions during 2005-2015 will be about KSh. 5.94 billion.

10.8 Recommendations

To achieve and sustain the Millennium Development Goals, the government’s
priority should be to quickly implement the Water Act 2002. The service delivery
institutions provided for in the Water Act are intended to provide service delivery
with adequate autonomy to operate sustainable services.

The government should be committed to the achievement of the MDG by fulfilling

its share of the resource requirements and attract donor support for the gap. Third,
community involvement should be an essential part of project formulation.
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Consequently, every effort should be made to train communities, especially women,
to equip them with the appropriate knowledge and skills for this purpose, and
promote community-based water committees with clearly defined roles.

The government should encourage and support private sector participation and
community management of services backed by measures to strengthen local
institutions in implementing and sustaining water and sanitation programmes.

The government should launch a vigorous public hygiene education to popularize
safe water use and safe disposal of human wastes to promote good health and
conserve the environment. Use of mass media including radio, television, print,
drama, etc. shall be instrumental in this campaign.

In order to stem the current trend of giving low investment priority to sanitation,
there is need to identify the factors that drive demand for improved sanitation. The
lessons learned can then be used to build strategies for marketing sanitation as a
sustainable intervention for poverty reduction. Social marketing will ensure that
people will choose to receive the kind of sanitation they want and are willing to
invest in.

There is also need to hasten the preparation of the Integrated Water Resources
Management (IWRM) Plan to provide the framework for addressing the multiplicity
of issues that arise in the Water and Sanitation Sector. Implementation of the IWRM
plan will form the basis for beneficial use of the water for both health improvement
and income generation and hence poverty reduction.
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CHAPTER 11

IMPROVING THE LIVES OF SLUM DWELLERS

11.1 Introduction

This section deals with needs assessment pertaining to Goal 7, Target 11, which in
Kenya is ‘by 2015 to have achieved significant improvements in the lives of slum
dwellers while deterring new slum formation.” The identified main performance
indicators are the proportion of people with access to secure tenure and the
proportion of people with access to improved sanitation. Slums are typical areas
where all Millennium Development Goals can be addressed. Such areas are regarded
the most visible expression of human poverty. This is one of the most difficult of
the millennium targets to operationalise partly due to the very general nature of the
goal that covers all aspects of human settlements and given that data on housing
inadequacy in Kenya is rather limited.

Housing plays an important role in employment generation and wealth creation.
Adequate housing as a social good also contributes directly to improved health and
productivity. There is therefore need for informed interventions by Government
and stakeholders in facilitating the production of decent and affordable housing for
Kenyans. This is only possible if such interventions are guided by accurate and
reliable data on housing and related facilities. Unfortunately the housing sector has
over the years suffered from serious data gaps. There was however an attempt in the
1999 Population and Housing Census to address this data problem although the
Census could only provide benchmark data that requires to be enriched by further
statistical inquiries and surveys in the housing sector.

It is evident from the available data that housing shortage is more acute in the urban
areas than in rural areas. For instance in 1999, the housing stock in Kenya stood at
10.4 million dwelling units’ out of which only 19.5% catered for the urban areas
leaving 81.5% of the stock in rural areas. While the housing stock is concentrated in
the rural areas, the quality of housing especially the level of services is better in urban
areas than in rural areas. For instance while only 12% of households in urban areas
had mud/wood walls, over 50% of rural households had mud/wood walls; 74.7 %
of households in urban areas had access to piped water, only 14.9% of rural
households had access to piped water; 27.4% of urban households were connected
to main sewers, only 1% of rural households were connected to main sewers; and
32.1% of urban households were connected to electricity while only 1.9% of rural
households were connected to electricity.

3 Defined in this context as a place of abode or residence occupied by one or more households with a ‘private
entrance’. It is therefore a structure used by a household for sleeping, eating and entertaining guests.
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11.2 Urbanization And the Proliferation Of Slums

Recent statistics indicate that the majority of the people in urban areas do not own
homes as the level of owner-occupancy has been declining. The housing problems
in urban areas are also closely linked to rural-urban migration of citizens in search of
better economic prospects.

Among the urban challenges that will require the concerted attention of the
government, local authorities, the private sector, local communities, civil society and
development partners are: inadequate shelter, tenure regularization in informal
settlements, unemployment, delinquency, crime, unavailability of clean water,
inadequate drainage and sanitation, lack of adequate public transport, environmental
degradation, urban poverty, etc.

11.3 Situation Analysis

The 1999 National Population and Housing census recorded the national population
as 28,159,922, The urban population accounted for 34.5 %. Out of a total of 10.4
million dwelling units, 81.5% were recorded in the rural areas. The average
household size was 4.44 nationally. The total number of households was 6,335,295.
The number of households in urban areas was 1,602,044 accounting for 25% of the
national total. The average room per dwelling unit was 1.74, and the urban areas
recorded 1.65 (see Table 11.1). In terms of congestion measured by number of
persons per room, an average of 1.55 persons per room was reported at the national
level while the urban areas reported 1.72 persons per room, indicating higher
congestion in urban areas. Most households occupied single rooms especially in the
urban areas where 58.9% of the households resided in single rooms. Majority of
urban households preferred single rooms partly due to high rents associated with
dwelling units with two or more units. It was evident that most households (74.9 %)
in urban areas are renters (see Table 11.2) while most households in rural areas
(87.3%) own their own dwellings, a majority of which are constructed on self-help
basis.

Table 11.1: Percentage distribution of households by number of rooms

Source: Kenya 1999 Population and Housing Census Analytical Report Volume X
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Table 11.2: Percentage distribution of households by tenure in selected towns

Source: Kenya 1999 Population and Housing Census Analytical Report Volume X
11.3.1 Household Characteristics

The development of housing has not kept pace with changes in household
characteristics, especially in the urban areas. Table 11.3 illustrates some household
characteristics in Kenya.

Table 11.3 Household characteristics in Kenya

Source: Kenya 1999 Population and Housing Census Analytical Report Volume X

It is evident that, given the average household size in Kenya (4.4), the minimum
appropriate and decent size of housing for households is a two-room dwelling. This
is based on the internationally registered average of two persons per room. In view
of this, congestion in residential housing is mostly experienced in urban areas and
more particularly in slums and informal settlements as opposed to rural areas. The
1999 Population and Housing Census showed that the average household size in
urban areas was 3.4, yet 60% of households in the urban areas lived in single rooms.

Table 11.4: Households formation rates

Source: Kenya 1999 Population and Housing Census Analytical Report Volume X

In development planning, including urban planning and service provision,
households are normally the main units of consideration. The annual rate of growth
of households (household formation rate) is therefore pertinent in development

174



planning strategies in order to improve the services in tandem with household
growth.

11.3.1.1 Slum mapping in urban areas

While the level of services is better in urban areas than in rural areas, it is in urban
slums/informal settlements that extreme cases of poor living conditions are found
in. The 1999 Population and Housing Census only disaggregated data up to the level
of urban center and then to Enumeration Areas. The analysis did not isolate data
pertaining to slums and informal settlements. In view of this, a collaborative effort
involving the Department of Housing in the Ministry of Lands and Housing, the
Central Bureau of Statistics (CBS), City Council of Nairobi and the UN-HABITAT
undertook a slum mapping exercise in Nairobi in June 2002. The exercise identified
Enumeration Areas falling under slums and ultimately derived specific data for the
slums. The process was replicated in Kisumu and Mombasa.

Preliminary results® from this exercise indicate that that 30%, 35% and 30% of
people live in slums’ in Nairobi, Kisumu and Mombasa, respectively. It is important
to note that these estimates of proportions of slum population in the towns based
on the Census were on a de facto basis. These results were also based on a definition
agreed on during the mapping exercise, and the definition therefore determines the
estimates of slum population. It is also appreciated that the population of some
urban areas, especially Nairobi, is higher during the day than at night due to the
influence of the satellite (dormitory) towns such as Ngong, Athi River, Ruiru, etc.

11.3.1.2 Unauthorized housing

Since urban areas are faced with serious housing shortages, the proliferation of
slums and informal settlements and the construction of unauthorized buildings
including extensions in formal estates have attempted to fill the void. Although
unauthorized housing accommodates many urban residents, it has contributed to the
overstretching of services such as sewer systems, water, roads and other social and
recreational facilities. This has led to the degeneration of such residential estates to
the point of reducing the value of property in such environs.

11.4 Past Responses & Interventions

The Government recognized the inevitability of slums and informal settlements as
early as 1970 as amplified in the 1970/74 National Development Plan. Since then,

* The results are not yet published

> A slum here refers to settlement that displays poor conditions in terms of access to water, sanitation and electricity;
materials used for housing construction; congestion resulting from lack of/non-adherence to planning and lack of
security of tenure.
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the evolution of policies and interventions dealing with informal settlements in
Kenya fits in four stages, namely: provision of minimum services, extension of
tenure security and physical upgrading, recognition of the legitimate role of low
income settlers and other stakeholders in urban development, and lately the
formulation of a comprehensive national slum upgrading programme under the
Kenya Slum Upgrading Programme (KENSUP). These periods and interventions
have introduced shifts in the housing policy that have until recently, immensely
contributed to the nature and extent of informal settlements today:

11.4.1 Provision of Minimum Services

Beginning in the 1970s, the Government realised that slum clearance and public
housing could not alleviate the problem of inadequate shelter and thus recognised
the political and financial realities and acknowledged the inevitability of informal
settlements. The Government policy shifted from the conventional housing to the
provision of serviced sites and instituting some degree of cost recovery as seen in
the First Urban Project in Dandora, Nairobi, followed by Second Urban Projects in
Mombasa, Kisumu and Nairobi.

11.4.2 Extension of Tenure Security and Physical Upgrading

In this stage policy shifts were directed to mobilising financial and ‘sweat equity’
investment by the low-income residents to improve their own settlements.
Government focused on what the people cannot provide for themselves such as
legal framework, institutional mechanism, tenure security, infrastructure, and income
generation facilities. This can be seen in the improvement programme launched in
Kenya in 1978, which included increasing the acceptance and legalisation to facilitate
consequent improvement of the informal settlements in the Third Urban Projects.

11.4.3 Recognition of the Legitimate Role of the Low Income Earners in
Urban Development
At this stage, a variety of policies governing land delivery, building and
infrastructure, land use, long-term financing and cost recovery, and the role of
private sector were brought into harmony with the objective of fully and
productively integrating the low income majority into the urban development
process. This is the enabling approach in which the Government moved away from
direct housing provision and concentrated more on creating incentives and
facilitating measures to enable other stakeholders provide housing and basic services.

11.4.4 Current Initiatives

The NARC Government rose to power in Kenya in January 2003 on a manifesto
which spelled out among other things the need to develop a housing policy that aims
at enabling the poor to access housing, and provide basic services and infrastructure
necessary for a healthy living environment especially in urban areas. The manifesto
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further emphasised the need for the Government to facilitate increased investment
by the formal and informal private sector in the production of housing for low and
middle income urban dwellers (slum upgrading); research into affordable building
materials and technologies; and establishment of a Housing Development Fund. On
30th June 2004 the Kenyan Parliament passed a new National Housing Policy that
comprehensively addresses the shelter problem. The policy targets include urban
housing, rural housing, slum upgrading and vulnerable groups; and propose
solutions within the context of poverty reduction. The policy addresses ways of
managing the housing inputs, namely, land, infrastructure, building materials,
building technology and finances.

11.5 The Kenya Slum Upgrading Programme (KENSUP)

The Government acknowledges the existence of slums and informal settlements,
and is committed to addressing the conditions through upgrading. In pursuit of its
commitment to systematically upgrade slums in urban areas, the Government signed
a Memorandum of Understanding (MOU) on 15th January 2003 with UN-
HABITAT to collaborate in the formulation and implementation of a nationwide
slum-upgrading programme - namely the Kenya Slum Upgrading Programme
(KENSUP).

The role of KENSUP is to provide a framework for the coordination of all
stakeholders to implement and achieve this goal in an integrated manner. The
implementation is based on the institutional framework set out in the MOU. The
Government is responsible for the programme and realization of the objectives,
execution and management and control of financial resources. The stakeholders
consist of central Government, local authorities, private sector, NGOs, and CBOs.
The programme has a huge potential for stakeholder participation and partnerships.
In patticular, micro-finance/credit institutions and housing cooperatives have been
identified as special purpose vehicles that will assist people living and working in
slums and informal settlements in progressively realizing their right to an adequate
standard of living.

11.6 Strategic Interventions Under Kensup

The Upgrading entails causing systematic improvement of living and working
conditions for people in slums and informal settlements with minimal displacement.
It involves securing land tenure, rehabilitation of existing housing structures,
development of housing where necessary, planning and provision of social and
physical infrastructure, and improving livelihoods through income generating
activities. Due to acute prevalence of the HIV/AIDS, addressing the pandemic is
also a crucial element in the settlement improvement process. Initially the
programme is to cover the towns of Nairobi, Mombasa, Kisumu and Mavoko, and
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generally will entail participatory planning and implementation of the following
components:

Box 11.1 Interventions under KENSUP

e DPreparaton of City/Town development strategic and land use master plans: Sustainable
neighbourhood planning, land use plans, master plans, city development plans, and city
investment plans

e Shelter Improvement: Security of tenure issues, housing development and improvement,
proposed mode of development, cost recovery and subsidy, community contributions through
corporate social responsibility

e Physical Infrastructure: Sewerage systems, water supply and sanitation, access roads, storm
water drainage systems, electricity, security and street lighting

e Social Infrastructure: Schools, health centres, recreational facilities, and community centres
(social halls, stadia, etc.)

e Environmental and Solid Waste Management: Neighbourhood garbage collection and
treatment systems, cleaning of rivers, dams and open drains within slum areas

e Employment/Income generation: Markets (open markets and market stalls), micro, small and
medium enterprise (MSME) sheds (Jua kali sheds), kiosks systems, skills enhancement centres,
power supply for income generating activities, micro-finance and MSME credit systems,
shopping centres

e HIV/AIDS: Counseling and testing centres, HIV/AIDS dedicated clinics, HIV/AIDS care,
education and awateness creation, suppott systems for HIV/AIDS orphans

The National Housing Policy proposes the facilitation by the Government of the
delivery of 150,000 housing units per year for the next five years in order to
adequately address the acute shortage of housing in urban areas. The quality of a
turther 300,000 housing units will be improved annually to address poor housing
conditions in the rural areas.

Out of the total of 450,000 units over the five-year period, 150,000 units will cater
for urban housing (see annex 1). The 150,000 units have been apportioned on the
basis of the 1999 census, which showed that 60% of the population is low-income
earners, 18% lower middle, 10% upper middle, and 12% high-income earners. On a
pro rata basis, 150,000 units for urban housing is apportioned according to these
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percentages. Therefore the low-income housing will get 60% (90,000) and the rest
will get 40% (60,000). The housing units for the low income will be distributed
equally between the rental (45,000) and slum upgrading (45,000) programmes. The
40% for lower middle income, upper middle income, and high income will be
realized through owner-occupier programmes that include tenant purchase,
mortgage and site and services. The quality of 300,000 units in the rural areas will
require improvement.

The estimation of costs is dependent on factors such as the physical location,
adopted standards, design construction choices, and contracting methods. However,
it takes into consideration the fact that community-led interventions designed and
executed with active participation of beneficiaries reduce costs considerably and
produces more sustainable outcomes. It also depends on the social and
organizational structures that exist. The varied combination of the above
considerations creates several different scenarios for arriving at realistic cost
estimates for upgrading.

BOX:11.2 Factors influencing the cost of upgrading housing units.

It is recognized that the following factors have an important bearing on the final costs:

e Upgrading investment costs on sites scattered throughout the city can be lowered if trunk
infrastructure lines for access, water, sanitation and power supply are already in place and in close
proximity to the site, and materials and labour are readily available.

e Upgrading in existing, densely settled, informal settlements can be considerably more
expensive than new construction because housing construction or infrastructure installation will
often require some demolition and disruption of people’s lifestyles.

e Upgrading costs also depend on the nature of the site, particularly in the case of informal
settlements built on steep hillsides, sloping or rocky ground, heavy or unstable soils, flood-prone
sites or areas with poor drainage.

e Different levels of intervention are required in each slum-upgrading project in relation to the
percentage of dwellers to be re-housed within the project.

e There are extreme cases where life and health threatening conditions for existing slum dwellers
cannot be removed with physical rehabilitation measures, and thus negotiated relocation of all
residents will be the only solution. In this case, costs for assisted relocation and rehabilitation of
the original site have to be added to the costs for new housing accommodation.

e There are significant variations in costs for land and for the introduction, expansion,
improvement and maintenance of infrastructure and basic services, between towns and within
towns;

e House construction costs will also depend on the materials and technology used, the size of
the house, and the quality of fit-out;

e Population density can make a substantial difference for all standards of provision: for
example, a doubling of densities reduces costs per person by a third.
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projected number of households in urban areas in Kenya as at 2005 is 1,896270, up
from 1,602,044 in 1999. Likewise the number of households in urban areas in 2015
based on the same growth rate will be 2,511,558. The new household formations
between 2005 and 2015 (10 years) are therefore estimated at 615,288. This translates
to approximately 60,000 per annum. When this is added to the 150,000 housing
units per annum required to clear the current backlog, the aggregate housing need
for urban housing over the next 10 years with effect from 2005 is 210,000 housing
units annually. Based on the distribution set out in the National Housing
Development Programme, the annual requirements for slum upgrading is 63,000 per
year (30% of 210,000).

Annex II sets out the costing of the National Housing Programme. The aggregate
cost of upgrading per housing unit in year 2005 is Kshs 135,000, or 546,150 in
21015 assuming the current interest regime of say 15%. This therefore translates to
an average investment value of KSh 340,575 (average of 135,000 and 546,150)) or
US$ 4,257.

Table 11.5 Summary of slum upgrading costs under kensup (kshs

11.7 Financing Strategy for Slum Upgrading under Kensup

The availability of adequate financial resources on a sustainable basis is essential for
the successful implementation and realization of the objectives of the KENSUP.
Financial resources will be needed for planning and managing the programme,
construction/improvement of the dwelling units and related infrastructure setvices,
purchase of the dwellings by families, and maintenance of dwellings and services.
Funds will also be required for other support activities such as research and capacity
building, information dissemination, monitoring and evaluation.

11.7.1 Government/Budgetary Allocations

The Government will provide funds through annual budgetary allocations to
undertake upgrading for low income and special groups; financing acquisition of
land and provision of trunk infrastructure services; research into low cost building
technologies; and management and monitoring of programme implementation

With the mainstreaming of the MDGs, KENSUP now targets the production or

improvement of about 63,000 dwelling units annually nationwide at an
approximate annual cost of Ksh 21.5 billion (US$ 268,000,000). The Government
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has made provision of a seed capital of KSh 300 million (US$ 3,750,000) in the
2004/2005 revised budget towards the Slum Upgrading and Low-cost Housing
and Infrastructure Fund which was recently set up. Subsequent budgetary
allocation and donor contributions will be deposited in this fund.

11.7.2 Private Sources/Household Savings

The KENSUP will promote mechanisms of mobilizing savings from individuals
and households including deposits made with developers and mortgage institutions
to either purchase houses or secure mortgages. It will also encourage individuals
and households to make savings through HFIs and cooperatives for purchase or
construction of affordable houses. Families in the informal sector will be
encouraged to save.

11.7.3 Savings from Cooperative Societies

The SACCO system in Kenya is well developed and currently provides a veritable
channel for mobilizing savings from households. Cooperatives have established a
housing loans scheme that will enable members to save and borrow for housing.
The SACCO system will continue to channel funds to the KENSUP through loans
to their members to make down payments and/or to buy houses. The legislation
that governs these cooperatives has been amended to avoid the current
mismanagement by leaders of these SACCOs.

11.7.4 The Banking System

The banking system is the most dominant and influential sector in the country’s
financial system. Going by the nature of bank lending, credit to the housing sector
is mainly for short-term construction and commercial loans; and with little being
devoted to long-term mortgage finance. However, the banking sector will be an
important source of funds for the KENSUP both for construction of projected
units to be developed by private developers and mortgages to individuals to
acquire the houses. Some major banks have expressed their intention to diversify
into the mortgage market. The Central Bank of Kenya has an important role to
enhancing these efforts. The banks should endeavour to include pro-poor options
in lending. Mortgage guarantee schemes and appropriate insurance will be used to
guard and encourage banks to lend to housing development that have used
appropriate and innovative building materials.

11.7.5 Non-Bank Financial System
The insurance companies are the second most important financial institutions in

the country’s financial system. They are perhaps the most important in the housing
sector, because of their access to long-term funds through pension and life funds.
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Although there are a number of legislative restrictions on the investment of these
funds, insurance companies could find innovative and beneficial ways of investing
in the housing sector.

The KENSUP will create investment opportunities for managers of these funds to
invest in housing either directly once relevant Acts are amended; or indirectly
through housing bonds issued by reputable companies, deposits in HFIs, and
equity in joint ventures designed to deliver atfordable houses under the NHDP.

11.7.6 Private Developers/Contractor Financing

This source will be tapped to finance public sector housing, whereby contractors
and developers with funds and land will be invited to upgrade slums for
Government, repayable over a period of not less than 5 years. This financing
strategy will afford the Government a cost-effective way to realise the objectives of
KENSUP using private sector funds and expertise. The process of sourcing this
type of funding will be competitive and transparent. Government may also provide
land and other incentives with a view to making the dwelling units affordable to
the target group.

11.7.7 Capital Markets Authority/Nairobi Stock Exchange

Kenya’s capital market is well developed and served by many specialised
institutions and agencies. It has been providing both debt and equity finance to
investors over the years. HFIs should fully harness the potential of the market with
a few companies issuing debts or mortgage for development, such as medium and
long-term bonds.

The KENSUP will explore the use of the capital market for housing development
since it will provide individual and institutional investors an indirect and efficient

way of investing in housing. It could also attract foreign investors to invest in the
KENSUP.

Existing mortgage portfolio and specific public funded housing schemes could be
refinanced through the capital market to bring in new funds to finance the
KENSUP. This will raise funds for HFIs and Government agencies such as NHC
that would be used to finance new upgrading projects. In addition, the housing
market would be made more liquid to attract institutional investors who otherwise
consider housing too long-term and illiquid to meet their investment needs.

11.7.8 Occupational and Individual Pension Schemes

The KENSUP seeks to harness the potential of retitement benefits schemes/funds
in accessing the resources required to improve the housing conditions of their
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contributors. Currently it is estimated that the entire retirement benefits industry
holds an accumulated market value of assets in excess of US$ 2 billion, which
translates to 20% of GDP. According to the current laws and regulations, the
schemes can invest up to 30% of their funds directly in property. Such funds can
be invested in housing development bonds and directly in housing.

11.7.9 International Financial Institutions

In the past Kenya benefited from direct loans to public and private developers for
housing and infrastructure development from international financial institutions
including the World Bank, Commonwealth Development Corporation, Shelter
Afrique, USAID, African Development Bank and other multilateral development
agencies. Some of these loans, especially to parastatals, were secured by
government guarantee. Recent changes in public fiscal policies and liberalization of
the market may however curtail guarantee by Government. The KENSUP will
therefore encourage developers, whether private or public, to structure viable
upgrading projects that can meet the lending requirements of these institutions
without recourse to the Government.

11.7.10 Foreign Investors

International financial institutions will be encouraged to simplify the process of
accessing such funds and make them more affordable to majority of Kenyans.

The Government recognises that not all the programmes under the KENSUP
could be commercially financed through market sources. In order to ensure
affordability and accessibility by the poor and vulnerable groups, projects such as
the Kenya Slum Upgrading and Rural Housing will be funded through grants and
soft loans. The UN-Habitat was mandated to mobilise financing from the donor
community towards the Slum Upgrading and Low-cost Housing and Infrastructure
Fund including from the Cities Alliance Initiative. Already some bilateral and
multilateral agencies such as SIDA have shown interest in funding capacity

building and an appropriate information, education and communication strategy
for KENSUP.
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CHAPTER 12

THE ENERGY SECTOR

12.1 Introduction

Energy is a cross-sectoral
commodity and is
literally ~ required  for
achievement of all the 8
MDGs. The  broad
categories of  energy
sources dealt with in this
report are the traditional
types (firewood, charcoal

and other vegetation-
based fuels) and

conventional ot
. =N : iy commercial energy types
Wind-power mainly in form of

electricity (both from the
main and minihydros), and petroleum products e.g. white fuels, kerosene, and diesel,
and liquefied petroleum gas (LPG). There are also new and renewable sources of
energy in form of wind and solar which have significant potential in meeting energy
requirements. Other energy types such as biogas can contribute particularly to
household energy requirements.

12.2 Situation Analysis

The major sectors in terms of energy needs are households (both rural and urban),
cottage or small-scale industries, commerce and industry, institutions, agriculture,
and transport. At household and institutional level, energy is needed for cooking,
lighting, pumping water and a host of other needs such as operation of electronic
gadgets. For industry and commercial enterprises, energy is the engine that drives
productivity — manufacturing, heating and cooling purposes and driving various
machines to do a number of economic activities. Cleanliness, which is vital for
maternal health and prevention of child mortality and many other ailments, requires
significant amounts of appropriate energy. The transport industry requires fuel oil
for mobility while agriculture and agro-based industries cannot do without energy.
Households take the lion’s share of all energy types, accounting for 73.1%. Small-
scale industries take about 10%. The data shows the dominant role of biomass
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energy (80.5%), while petroleum products account for 18% and electricity only 1.4%
(see Study on Kenya’s Energy Demand, Supply and Policy Strategy for Households,
Small-Scale Industries and Service Establishments, 2002, by Kamfor Company for
Ministry of Energy).

Table 12.1: Total energy consumption for all sectors in ‘000’ gigajoules (year
2000

The MDGs cannot be achieved without provision of sustainable, affordable and
appropriate energy at all times. Indeed, supply of adequate and affordable types of
energy for growth and development is the central theme of the Government’s
energy policy. For a country to make a transition from a subsistent to a fast growing
economy, the minimum per capita consumption of modern energy is expected to be
at least 300 Koe (kilogrammes of oil equivalent), which is about four times what is
consumed in Kenya (89.4 Koe). The Kenya consumption of commercial fuels
compates unfavourably with other countries, with Koe/capita being 517 for Sub-
Saharan Africa, 2,514 for South Africa, and 5,694 for developed economies.

Poverty eradication will entail increased use of appropriate energy sources (mainly
electricity) for cooking, water heating and income-generating activities. Provision of
energy to households to reduce poverty and hunger also benefits women who are
freed from drudgery of collecting firewood, while children have better chances of
learning with adequate light for longer hours. The annual energy requirement by
households and their small income-generating activities is approximately 675 million
gigajoules.

It is difficult to achieve UPE without provision of adequate and appropriate energy
for lighting and cooking in day and boarding schools. However, there is inadequate
information on energy requirements for boarding and day schools in the country,
hence the need to generate primary data to determine consumption and energy
preferences for various spatial domains and agro-ecological zones.
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In most parts of the country, the collection of biomass fuel is the primary
responsibility of women. Promoting gender equality and empowering women
requires provision of other cleaner types of energy. At the farm level, there is need
for sustainable supply of biomass, and for women to have tree tenure (usufruct
rights) and have a say in planting trees and utilization of tree products. In most
situations, women can only use tree branches and crop waste as it is mainly men
who make decisions on wood resources.

The achievement of health-related goals (child mortality, maternal health, combating
HIV/AIDS, malaria and other diseases) will requite provision of enetgy for lighting,
cooking and driving a number of life support systems and other electronic
equipment in health facilities. Disease prevention — a better and more cost effective
strategy than treatment — is indeed dependent on adequate provision of appropriate
energy, which in most cases is electricity. There is a need to provide electricity to
remote health centers with decentralized stand-alone systems e.g. mini-hydro, solar
and wind or even thermal electricity.

12.2.1 Energy Requirements by Major Types
12.2.1.1 Biomass energy

Total biomas annual consumption in 2000 was approximately 35,119,615 tonnes and
this was projected to 49,164,960 tonnes by year 2015 resulting into annual deficit of
31,180,555 tonnes by then if policy strategies are not put in place. The energy needs
for this exercise assumes implementation of policy strategies and funding for the
same, in which case the observed annual deficit of 20 million tonnes in year 2000
will be reduced from 31 million tonnes to 5 million tonnes in 2015, and eliminated
altogether in year 2020. The projections for biomass energy requirements assume
gradual energy switch from biomass energy to other cleaner forms of energy like
LPG and electricity.

There has been great reliance on biomass energy, resulting in degradation in farms,
rangelands and even in gazetted forest areas due to heavy scavenging of wood fuel.
This has led to environmental degradation in terms of deforestation, soil erosion,
silting of water bodies, and general air pollution. What is needed is sustainable
supply of biomass, proper management of biomass energy, and shift to cleaner

energy types.

12.2.1.2 Electricity
Electricity is the most modern and convenient fuel and ranks highest on the energy
ladder. Households use electricity mainly for lighting and cooking. However, due to
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the high cost of electricity, only about 46% of urban and 3.8% of rural households
have access to electricity. Nationally, this translates to only 15%. Mean annual
household consumption averages 844 kilowatt hours (kWh) in urban and 544 kWh
in rural areas. Higher income urban households consume the largest amount of
electricity (1,352 kWh) compared to 606 kWh by the low-income group. The
national grid only serves a small proportion of the country. It is relatively cheaper to
connect urban people, but quite expensive to connect rural households because of
the scattered nature of settlements. On average, it costs about KShs 200,000 to
connect a rural household.

12.2.1.3 Petroleum

Kenya does not yet have oil and most of the petroleum products are all imported
cither refined or in crude form. There has been oil exploration particularly at the
coast and prospects are promising. The main petroleum products required for
energy purposes by the various end uses are LPG, kerosene, jet fuel, premium
gasoline, gas/diesel and fuel oil. LPG is not widely used, and only 7.8% (23% urban
and 1.8% rural) of households use it.

In 2003, consumption of motor gasoline (premium and regular) was 361,000 tonnes.
Out of 2.3 million tonnes of petroleum requirements, gasoline accounts for about
16% of market share. The share of gas/diesel is quite high compared to other fuels,
at around 603,000 tonnes or about 26% of petroleum products. Most commercial
vehicles and a few private diesel vehicles are the main users. The use of fuel oil is
also substantial at 548,000 tonnes or 24 % of the oil market. The balance of 34% is
accounted for by LPG, kerosene and jet fuel.

12.2.1.4 Solar

The main use of solar energy is for lighting and heating water. It is a clean form of
energy. Most households that use solar energy have a single photovoltaic panel with
a power rating of 12-25 watts. The marketing of solar panels mainly takes place
through private initiatives. The main issue is the capital cost as most consumers find
the technology expensive. Skilled technicians for backup maintenance are also in
short supply and one of the consequences of this is that once solar panels are
installed, quite a big proportion does not function well after a few years. For areas
away from national grid, use of solar remains one of the best options of using clean
energy.

12.2.1.5 Biogas

Biogas is not widely used in Kenya. However, according to the Intermediate
Technology Development Group (ITDG), approximately 1,100 biogas units were
operational in Kenya. However, scarcity of maintenance technology and the fact that
most households do not have piped water were among the constraints to wider
adoption of biogas.
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12.2.1.6 Other energy types
It is estimated that 73% of households use 1.5v dry cell batteries and 8.5% use 12v
vehicle batteries, despite the fact that this is an extremely expensive form of energy.
Candles are also used in retail markets, in the rural areas for lighting, and in urban
areas when electricity is rationed.

12.2.2 Projections of Energy Needs (2005-2015)

The projection of energy types takes into account the population growth and
economic growth. While modern conventional energy types are very sensitive to
economic growth, biomass energy growth is greatly influenced by the population. It
is more dependent on the number of people, much more than the conventional
energy whose consumption greatly depends on peoples’ affluence and economic
development. The projected energy needs only covers the major energy sources,
namely, biomass, electricity and petroleum products.

12.2.2.1 Biomass

Without policy intervention measures, consumption of biomass energy was
projected to grow from 35 million tonnes in year 2000 to 53 million tonnes in year
2020 without policy intervention, and to 30 million with policy intervention. The
policy interventions are demand reduction and supply enhancements through
efficiency improvement at the energy production and use stages, and sustainable
development of biomass production in all categories of lands. The overall
population growth is estimated at 2%, and that of the urban population at about 4%.
The projected consumption was for years 2005, 2010, 2015 and 2020, while biomass
needs in the intermediate years are obtained by assuming uniform annual reduction
in consumption.
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Table 12.2: Projection of energy needs by the major types, 2005-2015

12.2.2.2 Electricity

This report uses the projections of annual energy needs prepared by the Kenya
Power and Lighting Company (KPLC) for 2003 up to year 2020. The projections are
based on the Least Cost Development Plan that takes into account four major
sources of electricity, namely, hydro, thermal oil, geothermal and the import
component of future electricity. The power requirements are projected to grow from
5118 GWh in 2005 to 9010 GWh in 2015. This will require adding capacity from
1125MW in 2005 to 1714MW in 2015. The proposed importation of electricity from
southern African countries is important because of high domestic costs of electricity
at US cents 9 per unit compared with Southern African countries at US Cents 2 per
unit.




12.2.2.3 Petroleum products

The Final Report of the study on Kenya Petroleum Refinery Limited for the
Ministry of Energy (May 2004) has projected petroleum requirements. The
petroleum demand has been projected for the years 2005, 2010, 2015 and 2020. The
annual projections have been made using the growth computed between the four
intervals.

12.3 Interventions and Resource Requirements

The major goal of the Government is to have sustainable supply of affordable and
appropriate energy to spur socioeconomic development in Kenyan. The proposed
intervention measures and the resource requirements aims at ensuring adequate
supply of energy and by implication, attainment of MDG goals and targets in view
of the dominant role that energy plays in facilitating income generation for
employment and poverty reduction, and women empowerment in view of the fact
that they are the ones responsible for procurement and use of energy for household
needs. The proposed interventions are based on the major energy types, namely,
biomass, petroleum products, electricity, and other renewable energy types. In
particular, development of sustainable biomass energy supply will generate
employment and income, and lead to increased forest cover. In case of biomass, the
interventions are meant to wipe out the anticipated annual deficit, which were
projected to increase from 20 million tonnes per annum in base year 2000 to 31
million tonnes in 2020 if no policy action is taken.

12.3.1 Biomass Energy Interventions

12.3.1.1 Fuel wood Supply Strategies

initiate commercialization of fuel wood in farms: Approximately 500,000 ha can
be initiated by development of woodlots in private farms where land is idle and/or
unsuitable for agriculture. It is estimated that a possible 504,000ha of plantations can
be mobilized with a yield of 14.29 tonnes/ha/year, with total annual supply of an
impressive 7,202,160 tonnes/year. Models of such plantations show a high internal
rate of return (IRR) conservatively estimated at 45%.

establishment of 25,000ha of firel wood: This should be developed in appropriate
areas of gazetted forest areas where biodiversity and water catchment aspects will
not be compromised. The aim is to have reliable areas to provide fuel wood to
neighbouring households and industries. Implementation of this strategy would
result into an extra supply of 803,500 tonnes of fuel wood annually. The key
ministries to initiate and guide the strategy are Energy and Environment and Natural
Resources.

better management scheme of forests: Adopt better management of the existing
gazetted indigenous forests and plantations to improve their yields significantly. This
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supply could sustainably yield 350,000 tonnes annually from logging waste and small
wood extraction from the indigenous vegetation.

resource assessment of rangelands to indicate sustainable uptake: This should
be undertaken followed by efficient management of rangelands through enrichment
planting and controlled harvesting for charcoal. Resources required would be
formation of viable groups of charcoal makers who can then be licensed to exploit
charcoal at a fee, proceeds from which will be applied to sustainable management of
vegetation including community mobilization, supervision, replanting and education.

12.3.1.2 Charcoal Conservation Strategies

Improvement of efficiency of earth kilns: Efficiency to be increased from the
current 15% to 20% through intensive training of charcoal makers by mobile
artisans. Most charcoal in Kenya is produced using earth kilns, which, at best, have
recovery efficiency of 15%. An efficiency of 20% would translate to reduction in
wood requirement from 13 million to 9.7 million cubic metres, an impressive 25%
reduction of feedstock. This programme can efficiently be undertaken through
training charcoal burners in improvement of charcoal burning efficiency.

Increased use of improved cookstoves: Necessary activities should be undertaken
to increase the percentage of households using improved cook stoves from 47% to
80% in order to reduce charcoal demand even further, a process that would save
504,000 tonnes.

Increase percentage of people using kuni mbili stoves: The percentage of rural
people using the improved Kuni Mbili and other improved firewood stoves to be
increased from 4% to 15%, a strategy that will result into a saving of about 7.7
million tonnes of wood. The use of Kuni Mbili is not well known by most people.
The Ministry of Energy and home economics department of the Ministry of
Agriculture should undertake information dissemination and marketing for mass
adoption in rural areas.

sustainable charcoal supply: Despite charcoal having a big market, most of the
charcoal trade remains informal, illegal and based on supplies from non-sustainable
sources, mainly rangelands. Efforts should be made to streamline and legalize the
charcoal industry. Towards this end, the government has, in Sessional Paper No. 4
of 2004 on Energy, put in place a policy commitment of licensing charcoal
production to encourage its commercial production in a sustainable manner.

adoption of energy conservation measures by households and institutions:
These measures can be undertaken using effective dissemination of information
through institutions with extension networks such as Ministry of Agriculture,
NGOs, CBOs, and other media such as radio and newspapers.
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12.3.2 Interventions on Petroleum Products

12.3.2.1 Promotion of petroleum exploration

Strategies should be developed to promote more intensive oil exploration in view of
the fact that most oil companies are more interested in areas of high oil potential e.g.
Sudan, Angola and Mozambique.

12.3.2.2 Branding of kerosene conspicuously

This should be done to minimize or eliminate adulteration of other petroleum
products. Kerosene is currently bio-coded and there are already penalties for such
malpractices, but detecting the presence of kerosene in other oil products is difficult
for the common person because it is colourless.

12.3.2.3 Gas valves and regulators be standardized
This will enable clients to buy gas from any dealer. The different LPG regulators
used by the various companies is one of the constraints for wider LPG use.

12.3.2.4 Retail LPG in smaller quantities for wider use

LPG is currently marketed in definite quantities such as 3 kg, 6 kg and 12.5 kg; the
policy of government is to standardize the cylinders for local use at 3 kg, 6 kg and 13
kg. The retailing system does not allow other quantities such as 1 kg or 4 kg, thus
creating a major marketing barrier.

12.3.2.5 Establish better storage and distribution system of kerosene and
LPG

Currently, the distribution system of kerosene and LPG is expensive and leads to

unreasonably high price mark-up for the commodities. For example, mark-ups of up

to 300% in kerosene prices have been reported in remote parts of the country.

12.3.2.6 Reduce taxes on LPG appliances
Zero-rating on all LPG appliances including LPG steel would help reduce their price
and increase use of LPG, thus reducing reliance on biomass.

12.3.3 Interventions on Electricity

12.3.3.1 Promote private electricity production and sale

This strategy will remove some of the constraints in development of mini-hydros or
other alternative sources of energy in some remote areas of country not covered by
the national grid.

12.3.3.2 Re-strategize rural electrification programme (REP)

New strategies in management of REP should be put in place to ensure that most of
the levy funds is used on the network expansion or extension and that the
Government target of connecting 150,000 households per annum be realized.
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Towards this end, Sessional Paper No. 4 of 2004 has recommended the creation of
the Rural Electrification Authority (REA) to effectively plan for and execute rural
electrification programmes.

12.3.3.3 Importation of cheaper electricity
Efforts to acquire cheaper electricity from other countries, particularly Southern
African countries, should be intensified.

12.3.3.4 Protect and manage water catchments more aggressively

A master plan of major catchments and their sustainable management is important
in view of importance of hydropower. Although most catchments fall under the
jurisdiction of the Ministry of Agriculture (MoA), the Ministry of Environment and
Natural Resources (MENR) and Kenya Wildlife Service (KWS), their promotion for
power generation should be initiated and guided by Ministry of Energy (MoE) and
Kenya Electricity Generating Company (KenGen). An inter-ministerial team should
thus be formed and a lead agency identified.

12.3.3.5 Promotion of solar energy

Promote photovoltaic panels (PVs) and solar heaters for institutions or groups of
households, as they would be cheaper and more practical than electricity in specific
areas of the country. This would include removal of constraints such as lack of
technical backups by trained artisans and information dissemination. The equipment
dealers do not have sufficient staff to undertake installation and maintenance and
many systems are installed and maintained by untrained technicians.

12.3.3.6 Promote mini-hydros

Promotion and development of minihydros should be undertaken both in high and
low potential areas in view of the current potential especially in communities with no
access to the national grid (some estimates put mini-hydros potential at 3000MW).
There are other people who have no access to electricity although high power lines
pass through their areas.

12.3.3.7 Promote wider use of wind energy

Despite high potential of wind energy in Kenya, areas of installation have not been
well identified and technical backup is lacking. Promotion includes proper survey
and training of backup artisans and digitization of wind power sites and their
potential in GIS format for quick decision making.

12.3.4 Intervention on Biogas
12.3.4.1 Increase biogas use
Promote use of biogas where possible through research and training of technicians
who would in turn train others to sustainably undertake installation and maintenance
of new units. Wide adoption would lower the capital price, which is currently about

KShs 35,000 per small unit.
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12.3.5 Institution Strengthening to Promote Sustainable Energy Supply
12.3.5.1 Coordination of different authorities on energy

The Ministry of Energy should enter into a memorandum of understanding with the
ministries of Environment and Natural Resources, Agriculture, and Local Authority
on matters of biomass energy management and utilization.

12.3.5.2 Energy research and development

The Ministry of Energy should formulate a national strategy for coordinating energy
research to ensure timely and relevant interventions that will lead to provision of
affordable energy to households. Currently, such research is either lacking or quite
isolated and with very little funding.

12.4 Investment Programmes

The Ministry of Energy should continue providing policy guidance to all players
especially in the commercial energy sector, and undertake routine monitoring to
facilitate strategic planning, and recruiting strategic partners in order to enhance
cost-effective supply of sustainable energy resources. Currently, a number of issues
affecting energy production and use are under the mandate of several quasi-
government organizations. The main role of the Ministry of Energy will be
coordination of activities of all stakeholders. The investment programme therefore
includes capacity building of the ministry staff at district levels.

Table 12.3 indicates summary investment to the year 2015, while details are given in
Table 12.4. Investment on biomass is based on eatlier estimates made in 2002 by the
MOE (Kamfor Report) but modified to reflect requirements regardless of the
budgetary provisions of the key ministries. Other costs have similarly been estimated
based on requirements and assumes some capacity building to effectively address
energy issues.

Data on petroleum investment is based on the information from the MOE and oil
industry. Data on electricity is based on discussions with KenGen, KPLC, and
report titled “The Least Cost Power Development Plan Update 2005-2025 by the
Kenya Power and Lighting”. Other energy types are based on MOE information
and the ITDG especially on the costing of minihydro. Total energy investment
amounts to Ksh 771,586.8 million over the 10-year period.
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Table 12.3: Summary cost of investment on energy requirements for MDGs,
2005-2015

Figure12.3: Cost of Investment on Energy 2005-2015
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Table 12.4: Required investment for various enerqgy types, 2005-2015
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The energy needs for MDG One on eradication of poverty and hunger includes
increase of households with electricity (15% to 75%), use of LPG from 7.8% to
50%, support to 30% of rural households with gas/diesel and power for irrigation as
well some fuel oil provision for grain drying. The interventions to support Universal
Primary Education include fuel wood for school feeding programmes, and provision
of off-grid electricity based on wind, solar and minihydros particularly in the remote
schools in ASALs. The interventions on gender include targeting female-headed
households in provision of gas appliances, improved cook stoves, support of
women groups, and empowerment to own tree resources as well as income
generation through sale of seedlings.

The promotion of health requires provision of decentralized electricity based on
wind, solar and minihydros for health facilities without access to electricity,
generator backups, and training on efficient use of biomass to prevent respiratory
diseases. Support to household energy needs also greatly contributes to maternal
health. If women can be retained in schools longer, they become better mothers, and
there are therefore strong, long-term synergies between energy support to school
programmes, maternal welfare, and childhood indicators (e.g. child mortality).

The nexus between energy and environmental sustainability is supported mainly
through provision of cleaner energy to households (and hence save forests and other
endangered vegetation), sustainable management of water catchments (the water
towers of the country), provision of street lights to slum dwellers, and giving priority
to slum dwellers in selecting candidate households for cleaner energy provision.
There is also room for global partnerships in the energy sector, mainly for regional
energy networks, electricity connection to other sources of cheaper electricity in the
region, exchange of information and data on various aspects of energy, and in oil
exploration.

12.5 Conclusion and Recommendations

The model presented for the MDGs is not adequate for analysing energy
requirements as it is not responsive to key variables in assessing energy needs. It is
therefore recommended that a model capturing all the major energy types, biomass,
electricity and petroleum products be developed urgently for local use and applied
for future planning.

Energy data is scattered and investors may not have easily available information such
as wind regime in various parts of the country and specific sites of potential mini-
hydro development. Most of the metrology data deal mainly with rainfall and
temperatures. There is a need to digitise most of the energy data in GIS format for
quick retrieval.
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There is limited collection and maintenance of data at district level and most
planning is top-bottom, hence the urgent need for capacity building at district level
to respond to various challenges of supply of appropriate and affordable energy. It is
currently very difficult to analyze district energy requirements for transport,
commerce and industry.

The achievement of the MDG on poverty reduction can reduce reliance on
environmentally destructive practices. In addition, the provision of adequate,
appropriate, and affordable energy will be necessary for any activity geared towards
poverty reduction. Energy is a cross-sectoral infrastructure affecting all aspects of
development. There is therefore urgent need to implement the strategies outlined in
this chapter.
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CHAPTER 13

CREATING AN ENABLING ENVIRONMENT FOR THE
ACHIEVEMENT OF THE MILLENNIUM DEVELOPMENT
GOALS

13.1 Introduction

This chapter deals with thematic areas that did not form part of the needs
assessment studies under the MDG project, but are important and constitute the
framework without which the achievement of the Millennium Development Goals
will not be possible. They are necessary in the process of setting an enabling
environment that will allow the realization of the goals. Broadly, they include
infrastructure, service delivery mechanisms and governance (especially public
expenditure management), science and technology, trade and industry, the
international trade and aid environment, and security. This chapter deals with
infrastructure and the international trade system. Issues of governance and service
delivery mechanisms will be the subject matter of the next chapter.

13.2 Infrastructure

Lack of adequate infrastructure services is one of the problems that hinder the
reduction of poverty in the developing world and by extension hinders the
achievement of the other MDGs.

In Kenya, the infrastructure sector accounts for approximately 10% of the GDP and
employed 183,000 workers in 2002, with over KShs 51.4 billion in wage payments.
The ERS recognizes the importance of infrastructure development and lays
emphasis on rehabilitation and extension of the existing systems to foster
development. Physical infrastructure is an important prerequisite in creating and
supporting a business environment that facilitates private sector investment, growth
and job creation. The challenge in Kenya is the dilapidated nature of the road
network, inadequate and dilapidated railway network, unreliable supply and high cost
of electricity, poor telecommunications, neglect of information technology, and
inadequate and poor quality of water supply and sanitation systems.
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13.2.1 Road Transport

Kenya has a large road network of about 195,000 km long, about 6% of which is
paved. A significant part of the network has fallen into disrepair and neglect during
the past decade. The government is currently carrying out an inventory and survey
of conditions of the classified roads. Preliminary data show that about 43% of the
classified roads network is in poor condition. Table 13.1 summarizes the length of
major road network in Kenya.

Table 13.1: Length of road network in Kenya (km)

Sonrce: Project Appraisal Document, Northern Corridors Transport Inmprovement Project, World Bank, 2004.

Figure 13.1: Length of Classified Roads
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13.2.1.1 Maintenance needs

Funding for the maintenance of classified road network has been through the Road
Maintenance Levy Fund (RMFL) and Roads 2000 programme, which has been
inadequate. About KShs 9.4 billion is required annually (most of it from RMFL) to
finance the maintenance of the 57% of the classified network while KShs 45 billion
is required to rehabilitate the 43% of the classified network that is in poor state. The
poor state of access roads to tourist potential areas has resulted to astronomical
vehicle operating costs, loss of time, and passenger discomfort. About 150,000 km
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of road would require upgrading or reconstruction annually until the entire network
is in a maintainable condition.

13.2.1.2 Capital investment needs

The ERS estimates that about KShs 19 billion is required to reduce the share of
classified roads in poor condition from 43% to 20%. It lists other projects worth
about KShs 81 billion as priority projects to be carried out during the 2003-2007
period. Over the three-year MTEF period 2005/06 to 2007/08, the Government
plans to undertake road construction and rehabilitation worth about KShs 20 billion
per year. This is equivalent to KShs 220 billion over the period 2005-2015, which is
a conservative estimate based on current budget constraints. Additional funding
would be desirable to upgrade heavily trafficked unpaved roads. It is very unlikely
that the Government can provide funding of this magnitude within the time
required. There will therefore be a need to explore other sources of funding.

Table 13.2: Priori j uirements in road sector (2003-2007

Source: ERS March 2004

The options available to government besides external funding is the use of private
sector finance, serviced either directly through tolls or through an increased fuel levy
over and above what is required to cover maintenance expenditure. Long-term
performance based rehabilitation and maintenance contracts can be funded through
an agreed schedule of annual payments, or on the basis of shadow tolls. Private
sector capital funding may appear expensive, but it can be viable on heavily
trafficked roads.

Given the shortfalls in overall funding, Kenya could prioritise its use of resources,
and make better use of existing funds. A carefully thought-out road strategy is
needed; this should include proposals to better leverage and attract funding from
donors. In addition, ways to involve the private sector to a greater degree — and in a
manner that enhances incentives for good performance — are needed. If done
appropriately, this would enhance efficiency, as well as increase funding for the
sectof.
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Other measures the government is taking include the following:

(i) Updating the roads design manual to include the latest technology in both
design and construction. This can be applied in, for example, the recently
proposed concrete pavement construction, which is more durable and less
costly to maintain;

(ii) Enhancing cost-effective designs for roads and other civil engineering
structures;

(i)  Enhancing quality control during construction, maintenance and
rehabilitation of all works;

(iv)  General reform for the roads sector: Crucial sections of the roads
department involved in road construction will be headed by competent
directors for better delivery of services.

13.2.2 Rail Transport

The problems affecting rail service include outmoded technology as reflected in aged
locomotives, wagons and equipment as well as poor signalling and
telecommunication systems. The government strategy for addressing problems
facing rail system in Kenya is through private sector participation in railways. It is
estimated that between 2004 and 2007, an estimated that KShs 18 billion will be
needed to enable a business and traffic throughput of 5 million tonnes per annum.
The investment cost will cover signalling and telecommunication, Kisumu line
upgrading, Thika-Nanyuki branch line relaying and Nairobi-Mombasa mainline spot
rehabilitation, locomotives, rolling stock, and plant and equipment. The other
strategy government is undertaking is divesting from Gulf Services on Lake Victoria.
The improvement of the rail system will enable Kenya Railways to regain 50% of the
share of the Mombasa-Nairobi-Malaba traffic and lead to less damage to the road
network.

13.2.3 Air Transport

Air transport is the main transport mode for tourists, high-value exports and
imports and perishable goods. The government has in the last few years undertaken
reforms aimed at improving capacity and efficiency of the sub-sector such as
liberalization, privatisation of Kenya Airways, establishment of Kenya Civil Aviation
Authority, and establishment of Kenya Airports Authority. Even with these reforms,
air services are still not efficient and the investment plans for the sub-sector include
upgrading Kisumu, Malindi, Wilson and other tourism airports; modernizing the air
traffic management system under Phase I (including accident investigation) and
Global Navigation satellite system; privatisation of the commercial and non-
regulatory services at the airports and exploring the possibility of private sector
participation in building capacity for passenger terminal facilities. The provision of
these services is estimated to cost KShs 1.7 billion annually.
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13.2.3 Maritime and Inland Waterways

Maritime transport still remains the cheapest mode of transporting heavy and bulky
goods, and strengthening this system would contribute significantly to the economic
development of the country. Mombasa port is the principal seaport in Kenya. The
port also serves several other hinterland countries. The performance of the port at
10 million tonnes in 2002 is still below its capacity of 22 million tonnes. Reforms,
aimed at computerizing key operations, have been undertaken in the recent past to
improve its performance. However, further reforms are the envisaged conversion of
the port of Mombasa into a landlord port; enhancement of container handling
capacity; integration of information technology network between Kenya Ports
Authority, Kenya Revenue Authority, Kenya Railways and other port users; dredging
of the port; construction of a new access road across Kipevu Bridge; establishment
of a ship open registry and a Maritime Regulatory Authority to de-link seafaring
administration activities from the Kenya Ports Authority’s core business;
enhancement of maritime safety and security development of a Maritime Search and
Rescue Centre at Mombasa; and development of Cruise Ship facilities. A total of
KShs 3 billion will be required annually for this sub-sector to supplement envisaged
resources from the private sector players.

13.2.4 Telecommunications

The expansion of the telecommunications sector is one of the necessary conditions
for accelerating growth in other productive sectors of the economy and thus leads to
the achievement of the MDGs. The poor performance of the fixed-line telecom
sector has been due to inefficiency and monopolistic structure in the sector. The
government has taken steps to end the monopoly by fully liberalising the sector and
allowed other operators to provide public payphone services and inter-corporate
data exchange. As a result, tele-density has drastically improved. The subscriber base
for the current two mobile phone operators stands at over 3 million against a
potential demand of 9.4 million. A third mobile operator has already been licensed.
The fixed lines stand at 4 lines per 100 people in urban areas and 0.16 lines per 100
people in rural areas. The Internet backbone is being liberalized through opening
competition to Jambonet owned by Telkom, which has been the only Internet
gateway. Currently there 80 licensed Internet service providers and about 1.3 million
users.

The performance of information and communication has drastically improved in
terms of access to reliable information and communication services as a result of
liberalization of the sector. The licensing of private broadcasters has expanded the
democratic space by facilitating the freedom of expression through community radio
stations and variety of national private broadcasters. The print media has also grown
rapidly. However, the information and communication is still faced with various
challenges which include delayed finalization of an ICT policy; high cost of airtime
for use of mobile services; use of outdated and dilapidated equipment and facilities
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under public establishment; ever changing technology; and high investment
technology among others.

The ICT industry in particular is hampered by lack of skills, low access to
telecommunications and financial services, and inadequate legislative framework.
The interventions being implemented in this area include the development of the
ICT infrastructure to improve access to information and communication,
development of a policy framework on ICT and films, and standardization of
training and education. The e-government initiative will also entail building the
government information infrastructure, implementing the Government Information
Technology Investment Management (GITIM) framework, and establishing e-
government services. A total of KShs 8 billion is required per year to implement
priority projects in the sector.

13.2.5 Meteorological Services

The meteorological services are constrained by the slow adoption to technology to
give accurate information for planning and forecasting, especially the eatly warning
systems. Programmes for improvement are thus being directed at weather
observation, analysis, forecasting and dissemination. The enhancement of the
drought monitoring systems and weather related disasters are of paramount
importance to the vulnerable groups and areas. The specific programmes include the
rehabilitation of weather stations, and installation of modern equipment to monitor

the weather, pollution and early warning systems at an estimated annual cost of
KShs 7 billion.

13.2.6 Other Physical Infrastructure

There are several other physical facilities, lack of which exposes people to natural
hazards and disturbance of their livelihoods. Protection of land and property from
erosion caused by sea and rivers, such as the Lamu Sea Wall ensures the stability of
the road and buildings fronting the sea. A lot of arable land especially around
Malindi is threatened by the sea and require protection. Creation and protection of
beaches is important for breaking sea waves on the coastline, especially during
natural hazards such as tsunami.

Populations living next to the sea use sea transport to supplement road transport. In
this regard jetties facilitate easy safe access to coastal towns and neighbouring islands
by fishermen, community members, civil servants and tourists. The construction of
Malindi Jetty Ph. II, Mukowe Jetty in Lamu, Shimoni Jetty, Jetties on Lake Victoria,
and Jetties on Lake Naivasha is estimated to cost KShs 1.7 billion.
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13.3 Science and Technology

A nation’s ability to solve problems and initiate and sustain economic growth partly
depends on its capabilities in science, technology and innovation. Science and
technology are linked to economic growth; scientific and technical capabilities
determine the ability to provide clean water, good healthcare, adequate infrastructure
and safe food. In order to achieve sustainable development, developing countries
need to develop their own capabilities for science, technology and innovation.

The role of science, technology and innovation has been identified as crucial in
achieving all the MDGs. On energy, it recognizes that over the long-term, the use of
fossil fuels is unsustainable and environmentally unfriendly due to emissions that
exacerbate the greenhouse effect. One promising solution for reducing these
emissions is the development of small, environmentally benign power plants, units
and systems. Development of hydrogen fuel cells and gas-fuelled micro-turbines and
other renewable energy forms are opening up new opportunities for expanding the
base for energy sources.

Science, technology and innovation policy needs to be oriented toward finding
vaccines and cures for HIV/AIDS, malaria and tuberculosis. Science, technology
and innovation could also be key in the management of freshwater resources,
development of drought-tolerant crops using both conventional breeding methods
and genetic engineering, and in enhancing national and international security. Other
areas include natural disasters such as earthquakes, tsunamis, floods, locusts and
droughts. The challenges that need to be addressed in this area include development
of relevant policy and capacity building through education and training.

13.4 Trade and Industry

This sector accounts for over 20% of GDP and employs about 300,000 people in
the formal sector and 3.7 million in the informal sector. In 2002, the sector
accounted for over 43% of Kenya’s total export earnings. The recurring trade deficit
is an indication of the need to expand production and trade in goods and services.
There is therefore need to put in place infrastructure, and appropriate trade policies
to boost production and reduce the costs of doing business. The investments
specified in various MDG goals and the enabling factors in this chapter will go a
long way in making industry competitive.

Given the sector’s key role in employment creation and poverty reduction, it is a
major contributor to the achievement of the MDGs targets. The expansion of trade
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and industry is mainly pegged on the stability of macroeconomic environment,
promotion of export opportunities regionally and internationally, and reduction of
trade malpractices.

The strategies that the government is implementing to provide incentives for the
trade and industry sector to thrive include improvement of infrastructure base in the
country, promoting an enabling macroeconomic policy framework, creating an
enabling trade regulatory framework, development of the human resource,
expanding the export base (through participation in trading blocks, diversification
and value addition), facilitating availability of credit to small and medium-enterprises
through strengthening of micro finance institutions, strengthening of anti-dumping
laws, and development of a management information system and data bank for both
the Joint Loans Board Scheme and trade-related information through Trade
Monitoring, Information & Research.

BOX:13.1

Government has initiated appropriate measures to:

e Improve the investment environment by putting in place an Investment Code to create a one-
stop Investment Authority;

e Expand and strengthen partnership with the private sector especially in negotiating trade
protocols and other business-related issues;

e Identify suitable zones with basic infrastructure that will serve as basic incubators for small and
micro enterprises;

e Develop an export development strategy that considers all sectors of export potential and
review the existing export development incentive schemes;

e Review the Sessional Paper No. 2 of 1997 on Industrial Transformation to the year 2020 as a
prerequisite for preparing a comprehensive Industrial Master Plan;

e Complete the Sessional Paper on micro and small enterprises with a focus on employment
creation and poverty reduction; and

e Focus on garments or clothing manufacturing to take advantage of the AGOA market.

An estimated total investment of KShs 2 billion is required per annum to run the
ongoing programmes and implement new ones.

13.5 Tourism
The performance of tourism has been constrained by the increased competition

from other emerging tourist destinations in the region, insecurity, non-diversified
tourism products and markets, declining standards in the hotel industry, poor and
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inadequate infrastructure, and lately, escalation of global terrorism. However, the
tourism sector continues to play an important role in the country’s economic
development in terms of its contribution to GDP, foreign exchange earnings and
employment. The measures being put in place to revamp the sector include re-
launching Kenya as a global tourism destination (KShs 1.2 billion per annum);
diversifying and improving tourism products (KShs 150 million per annum), circuits
and source markets; upgrading of the Tourist Police Unit; ensuring maintenance of
standards; refurbishment of hotels and other accommodation facilities; involvement
of local communities in tourism development; provision of skilled manpower (KShs
200 million per annum); promotion of domestic tourism; development of a tourism
policy, tourism development plan, legislation and regulatory framework; and creation
of a tourism information system. The cost of some of the activities will be
supplemented by the private sector, while the public sector will spend up to KShs 5
billion per year to support them.

13.6 Summary of Costs for Selected Enablers

There are no comprehensive studies to determine the investment costs for the
supporting sectors towards meeting the MDGs. However, indicative costs have been
developed during the development of the IP-ERS and the MTEF budget process. It
is estimated that the road sector requires at least KShs 45 billion to rehabilitate
classified roads to maintainable standards. It is only after that state has been
achieved that about KShs 9.4 billion may be sufficient for normal maintenance.
Capital investments are estimated at least KShs 19 billion per annum. The rail
transport requires KShs 18 billion to rehabilitate the system countrywide, while
KShs 1.7 billion is required annually to rehabilitate airports and improve their
security systems. The improvement and maintenance of maritime transport is
estimated to cost Kshs 3 billion per annum. The construction and rehabilitation of
jetties at the Kenyan coast and inland lakes is estimated to cost KShs 1.7 billion.

The expansion of the information and telecommunication services that includes e-
government and other priority projects is estimated to cost KShs 8 billion annually
while the improvement of the weather monitoring capabilities and eatly warning
systems will cost KShs 7 billion per year. Trade, tourism and industry activities are
likely to cost KShs 8.5 billion annually.
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CHAPTER 14
-

THE MANAGEMENT OF PUBLIC AFFAIRS

14.1 Public Governance

The major issues concerning governance include (a) rural-urban divide facilitated by
centralized governance and with a very hierarchical decentralization system; and (b)
ethnic differences and marginalisation, where the major concerns are gender,
children, and religion. The major political issue in Kenya concerns the finalization of
the constitutional review process. The contentious issues in the review process lie in
the relationship between the powers of the President and the Prime Minister, the
Kadhi-courts, and most importantly devolution of power.

The reform measures should include urgent completion of the constitution review
process (as it contains numerous instruments to fight corruption); amend The Public
Officer Ethics Act, 2003, to provide that the public shall have access to the contents
of the declaration of assets and liabilities of public officers; and make it a policy that
serving public officers, against whom there is prima facie evidence of misconduct
and other corruption, be suspended pending investigation and prosecution.

14.2 Enhancing Integrity and Accountability

The traditional instruments that contain sanctions against public officials for
wrongdoing in the course of their official duties were the Code of Regulations for
civil servants and the Public Service Commission Act. The instruments were first
prepared during the colonial period, and are incomplete when it comes to issues of
standards.

The Government enacted two major pieces of anti-corruption legislation: The Anti-
Corruption and Economic Crimes Act, 2003 and the Public Officer Ethics Act,
2003. The first Act expands the definition of corruption and economic crime to
include various forms of abuse of office, conflict of interest, misappropriation, theft
and plunder of public resources. It also establishes an anti-corruption commission
with investigative, prevention, public education and asset recovery functions.

The second Act legislates a mandatory code of conduct for all public officers,
including members of Parliament, the Judiciary, Civil Service, Cooperative societies,
Local Government and parastatals. The codes of conduct, which are legally
enforceable, prohibit corruption, conflict of interest, ethnicity, and nepotism in the
public service. Most populatly it provides for the declaration of assets and liabilities
of public officers (including those of their spouses and dependent children), an
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innovation although it doesn’t provide for access to the information by the public.
The Public Audit Act, 2003, has been enacted, while other instruments such as the
Public Procurement and Disposal Bill, 2003, the Privatization Bill, 2004, and the
Government Financial Management Bill, 2003 await debate and enactment. Another
initiative that will facilitate this reform agenda is the creation of a department in
President's office to deal specifically with the fight against corruption, headed by a
Permanent Secretary reporting directly to the President.

14.3 Service Delivery

The quality of public service ethics in Kenya remains generally low. This is a
reflection of poor public service ethics that obviously undermines efficient public
service delivery and development in the country. Faced with the problem of poor
service delivery and declining morale of the civil servants, the Government in 1999
announced a five-year comprehensive and integrated Public Sector Reform
Programme, which would tackle the challenges facing, not only the civil service, but
also the whole public sector. The objectives were mainly to improve the quality and
timeliness of the delivery of public services; sharply focus Government financial and
human resources on the efficient performance of clearly identified core functions
and services and to divest from non-core functions and services; reduce the overlaps
and duplications within and between Ministries; and improve planning, budgeting,
monitoring, management and accounting systems so that resources are more sharply
focused on priorities, accountability is clear, spending is transparent and public
expenditure is more efficiently controlled.

The Government launched a "Strategy for Performance Improvement in the Public
Service", in April 2002. The objective of this reform area is to introduce Results
Oriented Management (ROM) in the public service with an aim of improving
quality, efficiency and effectiveness of services and performance on a continuous
basis. This involves undertaking service delivery surveys in ministries/departments;
developing service delivery standards, benchmarks and charters; introducing annual
work plans, and work improvement teams; reviewing staff performance appraisal;
and introducing merit-based promotion and performance contracts in the public
service.

The other aspects include establishment of work-plans in all service areas and the
introduction of “a performance service contract” for senior executives and managers
in order to hold them personally responsible for the performance of their
ministries/departments or areas of responsibility. The Government is training staff
to close the skill gaps caused mainly by poor succession management. There is also
ongoing work to determine the right size of Government and to take the process of
determining the core business of Government further.
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Other measures have included the establishment control and management of the
payroll, introduction of information technology in the public service, and
decentralization. In an effort to control and arrest payroll fraud, the Government
has developed the Integrated Payroll and Personnel Database (IPPD) system. The
IPPD will be implemented in all ministries and Teachers Service Commission (TSC).
There have also been measures to deepen decentralization. However, in Kenya,
decentralization has been viewed as “administrative decentralization” ie. de-
concentration to regional or local offices (mainly districts) rather than devolution of
powers and responsibilities from central government to local governments. The
other arm of decentralization has been to increase the resource base of local
authorities (through Local Authority Transfer Fund and as undertakers for the
Kenya Roads Board), but leaving the institutional and legal setup largely intact.

14.4 Parliament and the Reform Agenda

Parliamentary oversight and control of the executive is one of the central pillars in a
system of separation of powers, and this also applies to presidential systems where
the executive is not rooted in parliament. The National Assembly in Kenyan for
most of the nation’s history was neither independent nor effective. However, by the
end of 2000, the National Assembly had demonstrated independence, and by 2002,
important strides had been made in making it a more effective institution. In 1999,
Parliament passed legislation establishing the Parliamentary Service Commission,
thus giving Parliament authority over its own budget and staffing, and over virtually
all matters related to its management.

During the same period, there was evolution of a more effective committee system
and a heavier investment in the institutional needs of the National Assembly itself.
Prior to 1998, most of the work of the Kenyan Parliament, with the exception of the
oversight work of the Public Accounts and Public Investments Committees,
occurred in plenary. But changes to the Parliament’s Standing Orders made in 1997
established departmental committees, and required that these committees review
legislation. By 2001, the initiative for policy change had shifted to Parliament’s
committees. These Committees are playing an increasing role in instilling discipline
in the management of public affairs, and have the capacity to prevent
mismanagement of public funds before it happens and thus are useful in the fight
against corruption. Parliament also passed a legislation that each Member of
Patrliament be given a constituency development fund to be used to support
development projects in their areas. There are also plans to repeal Sections 58 and
59 of the Constitution (which give the president authority to prorogue Parliament).
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14.5 Public Financial Management and Accounting Reform

The public financial management reform in Kenya includes the adoption of
Medium-Term Expenditure Framework (MTEF), Accounting Reform, Audit
Reform, and Procurement Reform.

The objective of accounting reform is to counter poor financial management and
accounting and the lack of reliable and timely financial information. The reform
measures include: introduction of a computerized Integrated Financial Management
System (IFMS) to facilitate more accurate and timely accounting procedures
throughout the Government; integration of district Treasuries in the design of IFMS
where district treasuries function as sub-treasuries; and integration of the IFMIS and
IPPD Systems for budgetary forecasting purposes.

As part of the audit reforms, the Offices of Auditor-General Corporations and
Controller and Auditor General were merged in June 2002. The Audit Act was to
establish the office of the Controller and Auditor-General and set out its functions,
which exclude the current function of control and accountability of funds. This
function will be transferred to the Treasury under the Financial Management and
Accountability Act. The Internal Audit Department is being strengthened and
appropriate training programmes and a suitable Scheme of Service for Auditors are
being developed.

The objective of procurement reform is to introduce transparency into public
procurement and contracting procedures. To achieve this objective, the Kenya
Government has introduced new Public Procurement Regulations; established a
Public Procurement Directorate (PPD) to oversee implementation of public
procurement regulations; developed and implemented training programmes for
public procurement officers; and included the private sector participation in the
procutement committees/tender boards. The procurement function has been
undermined by problems such as over-pricing, lack of competitive bidding and
tendering, and weak compliance with procurement regulations.

14.6 Public Expenditure Management

Public Expenditure Management (PEM) refers to the processes and institutions for
MTEF preparation, annual budgeting, budget execution and monitoring. The ERS
listed five specific weaknesses in PEM: (i) significant variations between budgeted
and actual expenditures; (i) inadequate recording and tracking of donor-funded
programmes; (iii) administrative classification rather than an economic one; (iv)
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failure to comply with multi-year MTEF projections; and (v) poor budgetary control
leading to pending bills.

However, some reform measures have been undertaken. The reforms that have
been initiated include: (a) an economic classification of the budget is being
developed; (b) Internal Audit is being extended from pre-audit to systems audit; (c)
enactment of the Public Audit Act and the Government Financial Management Bill
2003, and placing before parliament the Public Procurement and Disposal Bill 2003;
(d) the piloting of the Accounting Module of the IFMIS in selected ministries and
local authorities; (€) the initiation of Public Expenditure Tracking Surveys (PETS) in
several Ministries; and (f) suspension of procurement officers in 2003/04 to address
institutionalized corruption in procurement.

The role of parliament in the budget process is clearly demarcated, but in practice
the legislature has had little real authority to hold the executive accountable for
financial mismanagement, wastage or fraud. Parliament lacks capacity for
independent fiscal research or analysis. It does not have the time, information or
skills needed to scrutinise and debate relevant budget issues. Secrecy legislation and
regulations have been used to justify the non-disclosure of important and relevant
budget information, especially in Government departments related with security.

14.7 The Impact of International Trade Environment on Kenya®

The first seven millennium development goals focus on outcomes, identifying
standards of well being to be achieved by 2015 and concern both the nature of the
lives individuals lead and the environment in which they live. Goal 8 focuses on
relationships, identifying various aspects of the global partnership for development
that should be forged to support the realization of these standards. The international
trading system has profound impact on the wealth of countries engaged in trade and
on the internal distribution of income depending on how external trade affects
individual households. The cost of international trade restrictions includes the extra
debt incurred that might have been unnecessary if Kenya was getting the full
benefits of free trade. The links between poverty reduction and trade liberalization is
mainly through factor markets and the distribution of productive assets. Trade
theory is about identifying whose hand is in whose pocket and trade policy is about
who should take it out. Trade policy should include the need for, and cost of,
complementary policies to ease the adjustment strains e.g. infrastructure support
(including telecommunications and functioning credit markets), development of
market institutions, and measutres to reduce transaction costs.

® This section is based on a paper titled “The Implications Of International Trade Restrictions On Kenya: A
Preliminary Analysis”, by John T. Mukui, prepared for UNDP, Nairobi, 2003
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The World Trade Organization (WTO) agreement, signed in Marrakesh in 1995,
defines the new international framework for trade and development strategies for
the future. The major thrust of WTO is a worldwide free trade arrangement. The
main means for accomplishing this task are the adoption of tariff bounds, the
dismantling of non-tariff barriers (NTBs) in the near future, and a full coverage of all
sectors and activities (including the agricultural, services and infrastructure sectors).
This section focuses only on the probable effects of support to agriculture (through
producer price support and export subsidies) and sanitary and phytosanitary (SPS)
measures.

14.8 Restrictions on Trade in Agricultural Commodities

In the OECD countries, agriculture receives support of close to $1 billion per day or
over $300 per capita. The most protected segments are agriculture (mainly grains,
dairy, livestock and sugar) and textiles and apparel. The regions that protect more
agriculture are the Quad countries (Canada, European Union, Japan and USA). A
further issue concerning market access is the special agricultural safeguards.
Safeguards are contingency restrictions on imports taken temporarily to deal with
special circumstances such as a sudden surge in imports. Textiles and clothing are
particularly affected by the use of anti-dumping duties and special safeguards. The
measures appear to increase global production, forcing down world prices.

The trade-distorting support to agriculture in OECD countries is likely to affect
Kenya through both restrictions on exports and low prices paid for food imports.
Kenya’s main food imports are wheat, followed by sugar, maize, rice, and fruits and
vegetables. The main sources of wheat and maize are the OECD member countries,
whose support to domestic agriculture has created problems for local producers
after the liberalization of the agricultural sector in the early nineties. There are also
restrictive quotas e.g. of sugar imports from Kenya, health and environmental
standards, which have affected fish exports to EU, stringent packaging and labelling
requirements, and non-trade restrictions (e.g. core labour standards).

The major export crops (tea and coffee) do not have a problem of accessing markets
in developed countries, as over 70% of agricultural exports are to EU where applied
tariffs and N'TBs are low. The reduction in tariffs and the tariffication of non-tariff
measures is most likely to be beneficial to Kenya’s fish industry (SITC-034) and
horticultural products (SITC 054-062). Most of the Kenya’s export products have
faced declining world prices, partly due to the operations of buyer-driven global
commodity chains. The member countries of the European Union are the major
importers of specified food items from Kenya that are likely to be affected by SPS
measures. For example, UK is the major importer of beans, peas and lentils; while
the major importers of pineapples are Italy, Germany, UK and Netherlands.
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14.9 Sanitary and Phytosanitary Measures

Apart from tariff barriers, Kenya’s exports to developed countries have been barred
by instances of arbitrary imposition of Sanitary and Phytosanitary (SPS) measures
e.g. ban on fish exports in 1999 and 2000, and the minimum residual pesticide
requirement by EU on horticultural produce. The key objectives of the Agreement
on SPS measures were to protect and improve the current human health, animal
health, and phytosanitary situation of all WTO Member countries, and to protect
Members from arbitrary or unjustifiable discrimination due to sanitary and
phytosanitary standards. The agreement on SPS measures takes the form of
inspection of products, permission to use certain additives, determination of
maximum levels of pesticides and designation of disease (e.g. quarantine
requirements).
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CHAPTER 15

TOWARDS A REALISTIC MACROECONOMIC FRAMEWORK

15.1 Introduction

The report of the MDG National Needs Assessment provides a synthesis of the
current situation in Kenya for each of the goals and comes up with the cost of
attaining them. For Kenya to achieve the MDGs, it is estimated that there will be a
need for annual expenditures in the economy to the tune of US$5,546.7 million,
totalling to US$ 61,014.6 million over the period 2005-2015.

The Kenya Institute for Public Policy Research and Analysis (KIPPRA) has
prepared comments on a number of issues that arise with respect to the estimated
costs of achieving the MDGs. First, there is need to recognize current efforts that
have an impact on the MDGs. These include the core poverty programmes (CPP)
and other resource allocations within the budget that are relevant to MDGs.
Secondly synergies exist between various targets (e.g. between investments in
education and health). In addition, productivity that would have a bearing on the
ability of the country to address MDG Goal 1 on poverty and hunger would
benefit from synergistic effects of investments in health and education. The
existence of positive externalities or synergies implies that adding up the individual
costs could result in overestimation of the costs. The synergistic effects could be
used to scale downwards the MDG cost currently given in the Needs Assessment.

Third, average unit costs have been used in the report principally to come up with
total costs, hence excluding the effects of economies or diseconomies of scale.
Average costs may also depend on certain parameters that do not remain constant
overtime. Fourth, different institutional and policy environments entail different
costs, which are methodologically challenging to capture in the costing exercise.
Fifth, the estimated costs reflect requirements that if financed, without due
consideration to attendant factors, could lead to macroeconomic instability.

Thus, the cost reflected under each MDG should be considered in the context of
the foregoing comments.

Before analysing the feasible macroeconomic framework with respect to increased
tiscal space, the KIPPRA report first establishes the costs that relate to MDGs and
are already included in the Government fiscal framework. The analysts also
addresses the link between MDG costs to the various potential sources of funding,
namely, taxation, foreign aid, cost recovery, and public-private partnerships within
a stable and realistic macroeconomic framework.
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15.2 A Feasible Macroeconomic Framework for MDGs in Kenya

The starting point of the analysis should be whether sectoral interventions at the
levels estimated in the Needs Assessment when spent through the budget
framework would be destabilising to the macroeconomy. If found to be
destabilising, the next question is how much can be absorbed given that the
country has to have a sustained path towards the achievement of the MDGs.
Kenya at the moment runs a budget that is slightly under US$4.5 billion. Were the
estimated additional annual investments to be over and above this current
spending, the MDGs needs assessment is then pointing at doubling the
Government budget. It is imperative therefore to examine carefully the
macroeconomic implication of the estimated vast level of spending required for
realising the MDGs.

15.2.1 Macroeconomic Implications of Public Spending on Costs with
Direct Effects on MDGs

It is possible to classify the estimated sectoral MDGs costs into two main
categories. The first category is the costs with direct effects on MDGs and the
second category that relates to the broad developmental goals and objectives. Over
the last ten years or so, there has been a remarkable shift in Overseas Development
Assistance (ODA) towards the social sectors. Therefore, it is reasonable to assume
that the costs with direct effects on MDGs could be financed from external
sources. Indeed, the Government can be encouraged, subject to absorption
capacity and an expanded fiscal and monetary policy space, to work towards
mobilising resources externally, in the form of grants and highly concessional loans
to fund directly some of the MDGs-related activities falling under the social
sectofs.

The costs related to education, health, water and sanitation, HIV/AIDS prevention
can be identified as having a direct effect on MDGs. For Kenya to achieve these
goals, annual investments of US$1,220.30 million are required. However, the
Government is executing core poverty programmes and other investment projects
that can be directly linked to the above four MDGs. This therefore allows us to
reduce the US§ 1,220.30 million estimates by their current budgetary provisions
totalling to US$ 233 million. Hence the revised cost of executing programmes with
direct effect on MDGs will be US$ 987.3 million.

To appreciate the macroeconomic implications of the MDGs-oriented
expenditures, it is necessary to consider what impacts these expenditures
(estimated at US$987.3 million annually) would have on macroeconomic stability.
The results based on increased government expenditures through domestic
resource mobilisation indicate the precariousness of the Kenyan economy, with a
free fall in the exchange rate and rising inflation. Moreover, the ability of the
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economy to register the implied GDP growth can be called into question. This
implies that unless there are major changes in the economic structure and the
social conditions, the social MDGs costs cannot be fully absorbed without creating
instability in the economy. The MDGs related to education and health in particular
have longer gestation period in terms of their positive contribution to the

economy, compared to the more growth and development enabling interventions
of MDGs.

If the required expenditures are financed from external sources, principally in the
form of foreign grants, the economic outcomes in terms of GDP growth are not
much different from those that emerge when the expenditures are met through
domestic financing except that the exchange rate does not depreciate as rapidly as
in the domestic financing scenario. While the same concern arises as to the ability
of the economy to attain the projected growth, the macroeconomic outcomes are
much more favourable. Even though the inflation profile remains fairly similar,
there is a subdued depreciation of the exchange rate compared to the dramatic
depreciation accompanying domestic financing. The external performance in the
form of current account balance indicates deterioration in the first few years, while
the fiscal position of the Government benefits from the accompanying growth in
the economy. The ensuing high inflation seems to play a major part in
undermining private consumption and investment, resulting in a cyclical decline in
the economic performance in the period starting 2008.

The implications of the foregoing analysis suggest that unless there is a relaxation
of the monetary policy space, the economy is not likely to be in a position to
absorb the huge expenditures with direct impacts on the MDGs. In the same vein,
an expanded fiscal space will also be necessary, allowing the fiscal deficit to breach
the current targets, unless the financing directed at MDGs costs can be sourced
externally in the form of grants. In effect, spending targeted directly at the MDGs
will need to be accompanied with significant growth-enhancing investments, which
allow the economy to sustain a long cycle of high growth rate. This is the question
that is addressed in the next section.
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15.2.2 The Macroeconomic Implications of Costs Related with Growth
MDGs

The second category relates to the interventions that are related to the broader
growth goals — the MDGs enabling interventions. These are the costs that relate to
urban and rural development and some of the infrastructure investments. The
users are in a position to finance some of these costs and therefore, the estimated
costs need not be fully related to the Government budget. Indeed, growth realised
as a result of positive impacts from the investments that have direct impacts on
MDGs (the first category above) could help finance some of the growth-enabling
interventions in support of the MDGs. What this means then, is that the
macroeconomic implications of the costs related to broader growth goals are not
treated in this analysis as if they are all funded by the government.

The country requires an estimated annual investment of US$4,057 million if it is to
address the MDGs Goals 1 and 8 and also create the environment for sustaining
the gains that address all the other MDGs. Like in the previous case we net out the
Government development expenditures that are related to Core Poverty Projects
and other investment projects totalling US$ 1,236.9. Consequently the amount of
investments that is needed to address the MDG goals 1 and 8 can be revised to
US$ 2,820.4 million.

In order to analyse the macroeconomic implications of the estimated costs, there is
the question of what proportion of the expected expenditures can be catered for
directly by the public sector and how much can be met by the households and the
rest of the private sector. For instance, it might not be a realistic and sustainable
option for the Government to consider free provision of fertiliser or organic
manure, but it could address the issues that make fertiliser expensive in Kenya and
at the same time provide some reasonable fertiliser subsidies almost in a means-
testing approach.

With respect to the estimated expenditures associated with the enabling sectors
such as roads, railways, maritime etc. there is the option that the private sector
could play a key role in the financing mechanisms and as a result the Government
contribution would be expected to be much lower.

The slum-upgrading programme, which relates to construction activities, is another
area where the public-private partnership could play a key role. But in making these
arguments, it should not be lost that Kenya’s per capita incomes remain low and
the private sector and households are not endowed sufficiently to provide the large
injections identified in the MDGs needs assessment. The public sector will remain
a major actor and investor in the foreseeable future.
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Injecting into the economy the costs that directly affect growth gives high GDP
growth rates above the baseline. Given that Kenya’s long-term economic growth
potential is currently estimated at 4.5%, the large injections could easily end up
destabilising the economy. This would send inflation increasing over the years and
the exchange rate spiralling downwards at a very high rate. However, since the
economic activities remain vibrant, the budget deficits improve and the current
account balance worsens initially although at a slow rate. It would take an average
GDP growth rate of 12% for the economy to absorb the huge amounts of
expenditure. The question we would ask at this point is the absorptive capacity of
the economy to mobilize the resources and use them without destabilizing the
economy.

The analysis to this point, leads to the next question, what then is the most feasible
macroeconomic framework that would be supportive of the MDGs for Kenya?

15.2.3 Towards a Feasible Macroeconomic Framework for MDGs
Achievements

The higher case scenario is informed by the limits that have been identified in the
toregoing analysis, where it has been shown that implementing programmes aimed
directly at MDGs will not only require significant amounts of money but that they
will pose a challenge to the continued stability of the economy. The
macroeconomic stability questions that emerged are summarised.

The first relates to the limited growth potential. Unless there is a rapid and
sustained restructuring of the economy and the social conditions in the country,
the long-term growth potential is currently estimated at only 4.5% per year. Unless
the fiscal and monetary policy spaces are opened up significantly, the absorptive
capacity of the economy would remain low and the country will not be in a
position to withstand large injections required to achieve the MDGs without
creating instabilities in the economy.

Secondly, MDGs interventions could lead to high inflation, especially for
interventions towards MDGs Goals 2, 4, 5 and 6 due to increased government
consumption.

Thirdly, there is unrealistic depreciation of the exchange rate. Deficit financing is
likely to be characterized by rising inflation and significant depreciation of the
exchange rate. Even when financing was assumed to come from external sources,
depreciation associated with high inflation continued at a destabilising rate
although lower than when the interventions are financed through domestic
borrowing.
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Finally, implementing the required interventions for MDGs could create
unsustainable current account and budget deficits. They clearly point out that at a
future point, high taxation would have to be considered.

Given the macroeconomic concerns that it raises, does it mean that the MDGs are
just a dream? Clearly, the economic and social costs of the current situation that
the MDGs are trying to eliminate cannot be compared to the macroeconomic
instability issues that we have raised. Consequently, a macroeconomic framework is
proposed, which could move the country in mid-sized steps towards achieving the
MDGs targets. The macroeconomic framework proposes the need for the
enlargement of the fiscal and monetary policy space to that optimal point where it
does not negate the gains made through the various steps towards the MDGs
Goals.

In order to move forward then, it is important to prioritise the MDGs
interventions, slightly relax fiscal and monetary policy constraints, and assume a
high inflow of foreign grants in financing the interventions required, especially in
the initial years.

The proposed macroeconomic framework starts from the position that due to the
limited capacity, only a proportion of the MDGs interventions can be undertaken.
But for practical purposes, the macroeconomic framework further makes three
provisions. First, in the first three years (2005-2007) the main focus will be on
beefing up the human capacity e.g. personnel (hiring more teachers, health workers
and agricultural extension officers), operations and maintenance (mainly for
increased teaching materials, provision of anti-malarial drugs and treated mosquito
nets, and ARVs), and only a fifth to the costs directed towards investments that
will build capacity in the economy to absorb higher levels of MDGs interventions.

In the medium term, the structure of the public expenditures related to the MDGs
will continuously be oriented more towards sustaining the additional human capital
and accelerating the other MDG enabling-investments especially in infrastructure
(the major trunk roads and rural access roads), energy, and the physical
infrastructure for the education and health sectors. The proportion of MDGs costs
will be restructured as follows: personnel (28%); operations and maintenance
(39%) and development expenditures (33%).

The macroeconomic framework proposed here assumes a financing arrangement
where the government finances the development expenditures, while the personnel
and operations and maintenance costs that have direct impacts on the MDGs are
to be taken care of through foreign grants.

Assuming the benchmark of the estimated costs given in the Needs Assessment, in
the first year (2005), only 7% of costs can be absorbed. However, in spite of this
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low absorption rate, if the resources could at this early stage be used to enhance
institutional capacity important benefits could be realised. These early interventions
would target the useful areas of quality and productivity.

From the second year onwards, capacity in the economy will begin to expand such
that by 2006, 11% of the MDGs estimated costs could be absorbed. As the policy
space is gradually opened up, it will be possible for the economy’s capacity to be
scaled up from its current long-term growth potential of 4.5% to at least 6%, and
by 2012, it will be able to absorb up to 54% of the annual estimated intervention
costs, over and above the normal budget operations.

15.3 Financing Framework of the MDGs Needs in Kenya

In order to derive the financing framework consistent with the macroeconomic
tramework described under the higher case scenario, it would be important to first
revise the MDG costs to factor current government expenditure commitments that
can directly be linked to the MDGs, considering the fact that all the Core Poverty
Programmes and other investments projects are linked to a number of MDGs.
Netting out the estimated costs (US § 1,470.2 billion) out of the total MDG costs
(US$ 5,546.7 billion) yields a new cost of US$ 4,076.5 billion annually. This is the
cost that has been used to determine the maximum absorptive capacity of the
economy under the feasible macroeconomic framework above.

The financing framework suggested above indicates that the bulk of MDG related
expenditures would be financed mainly by donor support in the form of grants in
the initial years. The government could finance these costs to a maximum of 22%
in the first year but higher in later years.

15.4 Exploiting MDGs Synergies and Gains from Current ERS
Investments

There are two main perspectives to exploiting synergies in MDGs: the two-way
causality in the targets that creates a multiplier effect or positive externalities; and
the change in baseline values for each target over time such that the required
investments in some of the interventions may decline over time.

Public investment and strategic policy choices with regard to the optimal path to
achieving MDGs should therefore be analyzed taking into account the dynamic
mechanism and interactions between the targets. The correlation between literacy
rates and child and maternal mortality means that increasing the literacy levels
impacts on the achievement of the latter. Clearly it is not possible to map all the
interactions in a model, or map them in a two-dimensional matrix, and it is even
more difficult to capture them in a micro-simulation model when the direction of
causality is not clear.
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Education and health are major prerequisites for human resource development for
any economy. All these goals including reducing poverty incidence by half by 2015
are interlinked, partly due to the social and private returns to human capital
development. The interactions between, say, achievements in health and education,
could be used to revise the MDGs costs in the two sectors.

15.5 Conclusion

The assessment of the cost requirements to meet MDGs is dogged with many
methodological challenges. The key challenges relate to the need to take into
account the inter-relationships between the MDGs targets and therefore the cost
implications. Different delivery mechanisms and policy environments imply
different cost structures. Over an extended period of time, structural changes are
likely to take place in an economy. Projected resource requirements that do not
take into account such possible changes are likely to be unrealistic. The KIPPRA
analysis has analyzed the macroeconomic implications of the estimated costs and
comes to a conclusion that all financing cannot be accommodated without serious
macroeconomic instability. The feasible macroeconomic framework allows for the
absorption of only about 7% of the estimated annual cost in 2005 but increasing
over time.

The analysis report has also discussed some of the synergies that exist between the
different targets. The implication is since resources are scarce and the economy
cannot absorb all the MDG resources, there is need to think seriously as to how
the synergies can be exploited in a strategic framework to meet the MDGs.

Despite the methodological challenges involved in the establishment of the MDGs
resource requirements, the costing provides a framework through which the
Millennium Development Goals can be aligned and integrated into the national
planning and budgetary process. In this regard, it is advisable to prepare clear set
targets (short-medium term) with the resource requirements in line with the MDGs
for inclusion in the national budget process. The comprehensiveness of the
intervention list for each sector of the MDGs and the indicative cost estimates
provide useful data and information for long term planning of the economy. It is
thus logical to expect in coming up with the next medium and long term strategies
for Kenya, the MDGs needs assessment report will provide useful information that
will guide the general framework of future plans.
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ANNEXES
-

FURTHER INFORMATION AND INSIGHTS ON
THE MACROECONOMIC FRAMEWORRK

BOX 0.1:Annexed items

l. Introduction
ll. A Feasible Macroeconomic Framework
lll. Financing Framework of the MDGs Needs in Kenya
V. Exploiting Mdgs Synergies and Gains from Current ERS
Investments

V. Conclusion

l. Introduction

There are a number of issues that arise with respect to the estimated costs of
achieving the MDGs as contained in the draft report The Cost of Achieving the
Millennium Development Goals in Kenya: A Report of the Needs Assessment and Costing
Study are. First, there is need to recognize current efforts that have an impact on
the MDGs. There are for instance core poverty programmes (CPPs) that are
currently allocated resources in the budget to address specific areas that are
consistent with the MDGs agenda. The current budget allocation for the fiscal year
2004/2005 is US$586 million both for recurrent and development budget. The key
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social sectors; education and health take total of about US$286 million for non-
wage spending under the CPPs. In addition, there are also other indicative resource
allocations within the Medium Term Expenditure Framework (MTEF) budget that
are relevant to MDGs. To obtain a realistic cost estimate for achieving MDGs, it is
therefore important that current government spending on CPPs and MDG related
expenditures contained in the MTEF be taken into account. Second, different
interventions towards achieving the MDGs may be complementary since the
targets are interrelated. Synergies exist for instance between investments in the
education-related MDGs and the health MDGs and vice-versa. In addition,
productivity that would have a bearing on the ability of the country to address
MDG Goal 1 on poverty and hunger would benefit from synergistic effects of
investments in health and education. Quantifying the cost implications of these
synergies is methodologically challenging. The existence of positive externalities or
synergies implies that adding up the individual costs would result in a serious over-
estimation of the costs. These synergistic effects or positive externalities would
have to be captured to eliminate overestimations.

Third, average unit costs have been used in the report principally to come up with
total costs. Fourth, different institutional and policy environments entail different
costs. Although this is an important aspect, it is methodologically challenging to
capture it in the costing. Fifth, the estimated costs do reflect the requirements that
if financed would not undermine macroeconomic stability. The report does not
address the implications of financing the estimated costs on macroeconomic
stability. Despite the practical challenges, MDG costing with clear intermediate
targets provides a framework through the international development goals can be
aligned to the national budget process.

This report attempts to detemine the amount of additional resources that the
macroeconomic framework can absorb without undermining macroeconomic
stability. Before analysing the feasible macroeconomic framework with respect to
increased fiscal space, this report first establishes the costs that relate to MDGs
and are already included in the Government fiscal framework. In particular, the
core poverty programmes that the Government has been running over the last few
years are seen to be directly linked with the MDGs targets and thus need to taken
into account when developing the macroeconomic framework. Another important
related issue that the report addresses relates to MDG financing by trying to link
the MDG costs to the various potential sources of funding namely: taxation;
foreign aid; cost recovery and public-private partnerships within a stable and
realistic macroeconomic framework.

The report further explores the synergistic effects that can be relied upon to
inform strategic choices with regard to the optimal path towards achieving MDG
goals. The synergistic effects could be used to scale downwards the MDG cost
currently given in the draft report, and also shade some light on the need to
consider the long-term policies and strategies for achieving MDGs.
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Il. A Feasible Macroeconomic Framework for MDGs in
Kenya

The draft report The Cost of Achieving the Millennium Development Goals in Kenya: A
Report of the Needs Assessment and Costing Study does not analyse the macroeconomic
consequences of the required MDGs spending. This section addresses the gap by
uncovering the macroeconomic implications of undertaking expenditures aimed at
financing the MDGs cost requirements. It aims at highlighting whether the
proposed magnitudes of intervention are likely to bring about macroeconomic
instability’. Given Kenya’s growth potential, this section analyses to the extent to
which fiscal space can be created that would allow the country address the MDGs
without undermining the same MDGs targets that such spending is supposed to
address.

The starting point of the analysis is to examine whether sectoral interventions at
the levels estimated in the draft report The Cost of Achieving the Millennium
Development Goals in Kenya: A Report of the Needs Assessment and Costing Study when
spent through the budget framework would be destabilising to the macroeconomy.
If found to be destabilising, the next question is how much can be absorbed given
that the country has to have a sustained path towards the achievement of the
MDGs? The level of resources estimated in the draft report is US$5.5 billion
annually for the next ten years. As already noted, it is important to establish
whether this amount of resources is to be spent over and above what the country
is currently spending. Based on the most recent budget figures, Kenya at the
moment runs a budget that is slightly under US$4.5 billion. Were the estimated
additional annual investments to be over and above this current spending, then, the
MDGs needs assessment is pointing at doubling the Government budget. It is
imperative therefore to examine carefully the macroeconomic implication of the
estimated vast level of spending that is identified to be required for realising the
MDGs.

a) Macroeconomic Implications of Public Spending on Costs with
Direct Effects on MDGs

It is possible to classify the estimated sectoral MDGs costs into two main
categories. 'The first category is the costs with direct effects on MDGs and the
second that relates to the broad developmental goals and objectives®. Evaluations
of Overseas Development Assistance (ODA) over the last ten years or so indicate
a remarkable shift in these flows towards the social sectors. Therefore, it is
reasonable to assume that the costs with direct effects on MDGs could be financed
from external sources. Indeed, the Government can be encouraged, subject to
absorption capacity and set macroeconomic targets within an expanded fiscal and
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monetary policy space, to work towards mobilising resources externally, in the
form of grants and highly concessional loans to fund directly some of the MDGs
related activities falling under the social sectors.

From the draft report The Cost of Achieving the Millenninm Development Goals in Kenya:
A Report of the Needs Assessment and Costing Study, costs related to Education, Health,
Water and Sanitation, HIV/AIDS prevention can be identified as having a direct
effect on MDGs. Table II.1 provides a breakdown of the estimated costs of
achieving the MDGs related to education, health and the water and sanitation
interventions. The interventions indicated in the table have costs that relate directly
to the MDGs Goals 2, 4, 5 and 6. For Kenya to achieve these goals, annual
investments of US$1,220.30 million are required as indicated in the table.
However, the Government under its current fiscal framework, executes core
poverty programmes and other investment projects, that can be directly linked to
the above four MDGs. This therefore allows us to reduce the US$ 1,220.30 million
estimates by their budget items totalling to US$ 233 million. Hence the revised cost
of executing programmes with direct effect on MDGs will be US$ 987.3 million.
In analysing the macroeconomic implications of these costs several assumptions
were made.

a) It is assumed that only 80 percent of the estimated costs will be financed
through the Government budget, with the remaining 20 percent being taken
care of by the beneficiaries and other actors such as those in the civil
society. Thus, in the simulation, the macroeconomic effect analysed is
based on estimated annual expenditures through the budget of US$789.84
million. This amount will primarily be in the form of recurrent expenditure.

b) With respect to anticipated costs in education, administration and teacher
cost are considered as wages and salaries, and other items as goods and
services. In the case of health, the assessed costs for maternal and child
health, it is assumed that it is expended through personnel acquisition while
in the case of HIV/AIDS, malaria and other diseases, it is assumed the
spending is in goods and services.

c) Water related expenditures are factored as goods and services.
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Table II.1: Interventions with direct effect on MDGs Goals 2, 4, 5 and 6 (US$)

Source: The Cost of Achieving the Millennium Development Goals in Kenya: A Report of the
Needs Assessment and Costing Study, Draft Report; Budget Estimates 2004/05
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The macroeconomic analysis baseline

The macroeconomic effects of annual costs indicated in Table II.1 were examined
using the KIPPRA-Treasury Macro Model as earlier explained. This model is only
able to give realistic projections that cover the short- to medium-term. The analysis
was therefore undertaken up to the period 2013, which is a reasonable horizon that
allows conclusions to be made about the feasibility of the public spending targeted
at the MDGs needs.

In undertaking the analysis, a baseline was constructed by extending the current
ERS baseline to 2013. The baseline projection of selected macroeconomic
indicators is presented in Table I1.2 below. The underlying assumptions in building
the baseline are that the international environment pertaining at the time of
preparing the ERS will persist. It is also assumed that the monetary policy space
will remain restricted through a targeted underlying (core) inflation of an average
of 3.5 percent. A gradual depreciation of the exchange rate to accompany the tight
monetary policy environment and to maintain competitiveness is assumed. The
economic growth baseline is further informed by the estimated Kenya’s GDP
growth potential of 4.5 percent per year given the economy’s current economic
and social conditions (see World Bank 2003°).

Table Il.2: Selected baseline macroeconomic indicators

Note: The current and budget deficits are reported as a proportion of total GDP.

Macroeconomic implications of costs with direct impacts on MDGs: Deviations
from the Baseline

To appreciate the macroeconomic implications of the MDGs-oriented
expenditures, it is necessary to consider what impacts they would have on
indicators of macroeconomic stability. These expenditures are estimated at
US$987.3 million annually. Table I1.3 reports the impacts of these additional
budgetary expenditures in terns of deviations'’ from the baseline. The reported
results in Table I1.3 are based on increased government expenditures through

? World Bank (2003), Kenya: A Policy Agenda to Restore Growth, The World Bank

!9 It is important to note the difference between absolute figures such as those reported in the baseline and
deviations from the baseline. A positive deviation implies an increase in the macro indicator and vice versa .
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domestic mobilisation of financing resources. The results indicate the
precariousness of the Kenyan economy when faced with the burden of
domestically financing the MDGs as can be seen by the free fall in the exchange
rate and rising inflation. Moreover, the ability of the economy to register the
implied GDP growth can be called into question, given that the economic growth
has a limit as earlier noted. The implication then of this analysis is that unless there
are changes in the economic structure and the social conditions, the GDP implied
by the social MDGs is unlikely to be achieved and as such the MDGs costs cannot
be fully absorbed without creating instability in the economy.

But it is important to note that an economic growth rate beyond the current
economy’s potential will result in inflation associated with the higher expenditures
above the current inflation target of 3.5 percent. The relaxation of the monetary
policy space and the widening of both the current and budget deficits will lead to a
rapid depreciation of the shilling, especially given that most of the social MDGs
are, at least in the short to medium term are associated with increased
consumption in the economy. The MDGs related to education and health in
particular have longer gestation period in terms of their positive contribution to
the economy, compared to the more growth and development enabling
interventions of MDGs.

Table 11.3: Macroeconomic implications of public spending with direct effects
on MDGs through increased domestic borrowing (deviations from baseline)

The summarised impacts in Table II1.3 assume that the financing is from domestic
borrowing. But suppose that Kenya was in a position to mobilise the required
expenditures from other sources, principally in the form of foreign grants. Can the
economy absorb the high level of spending without creating macroeconomic
instability? The results assuming foreign financing of the costs with direct impacts
on MDGs are shown in Table I1.4. The economic outcomes in terms of GDP
growth are not much different from those that emerge when the expenditures are
met through domestic financing'' except that the exchange rate does not

"' KTMM has rigid monetary transmission mechanism. As a result, the interest rate structure underpinning
results given in Tables I1.3 and 11.4 is similar.
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depreciate as rapidly as in the domestic financing scenario. While the same concern
arises as to the ability of the economy to attain the projected growth, the
macroeconomic outcomes are much more favourable. Even though the inflation
profile remains similar to that reported in Table IL.3; there is a subdued
depreciation of the exchange rate compared to the dramatic depreciation'
accompanying domestic financing. The external performance in the form of
current account balance indicates deterioration in the first few years, while the
fiscal position of the Government benefits from the accompanying growth in the
economy. Initially, there is an increase by 10.1, 5.3 and 4.4 percentage points in real
GDP above the base in the first three years, but this growth spurt is not sustained
and is followed by a rapid slow down over the period 2008-2013. The ensuing high
inflation seems to play a major part in undermining private consumption and
investment, resulting in a cyclical decline in the economic performance in the
period starting 2008.

The implications of the foregoing analysis suggest that unless there is a relaxation
of the monetary policy space, the economy is not likely to be in a position to
absorb the huge expenditures with direct impacts on the MDGs. In the same vein,
an expanded fiscal space will also be necessary, allowing the fiscal deficit to breach
the current targets, unless the financing directed at MDGs costs can be sourced
externally in the form of grants. Putting the growth potential of the economy into
the picture, even with the relaxation of the monetary and fiscal space, it is apparent
that the economy will not be able to sustain the initial growth spurt, as it quickly
enters into a cyclical slow down. In effect, spending targeted directly at the MDGs
will need to be accompanied with significant growth enhancing investments, which
allow the economy to sustain a long cycle of high growth rate. This is the question
that is addressed in the next section.

Table I.4: Macroeconomic implications of public spending with direct effects
on MDGs through foreign grants (deviations from baseline)

'2 This depreciation could even be understated given that the interest rates were not allowed to significantly
increase compared to the baseline (see footnote regarding the monetary transmission mechanism in KTMM).
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b) The Macroeconomic Implications of Costs related with Growth MDGs
The second category relates to the interventions that are related to the broader
growth goals — the MDGs enabling interventions. These are the costs that relate to
urban and rural development and some of the infrastructure investments. The
users are in a position to finance some of these costs and therefore, the estimated
costs need not be fully related to the Government budget. Indeed, growth realised
as a result of positive impacts from the investments that have direct impacts on
MDGs as discussed in the first category, could help finance some of the growth
enabling interventions in support of the MDGs. What this means then, is that the
macroeconomic implications of the costs related to broader growth goals are not
treated in this analysis as if they are direct spending by the government.

The estimated total costs of the growth related MDGs as given in the draft report
The Cost of Achieving the Millennium Development Goals in Kenya: A Report of the Needs
Assessment and Costing Study is summarised in Table I1.5. The country requires an
estimated annual investment of US$4,057 million if it is to address the MDGs
Goals 1 and 8 and also create the environment for sustaining the gains that address
all the other MDGs. Like in the previous case we net out the Government
development expenditures that are related to Core Poverty Projects and other
investment projects totalling US$ 1,236.9. Consequently the amount of
investments that is needed to address the MDG goals 1 & 8 can be revised to US$
2,820.4 million. The challenge like in the case of the costs that have direct impacts
on other MDGs" (2, 4, 5, and 6) is the capacity of the economy to absorb the
expenditures without creating macroeconomic instabilities.

In order to analyse the macroeconomic implications of the estimated costs, there is
the question of what proportion of the expected expenditures can be catered for
directly by the public sector and how much can be met by the households and the
rest of the private sector.

With respect to the estimated expenditures associated with the enabling sectors
such as roads, railways, maritime etc. there is the option that the private sector
could play a key role in the financing mechanisms and as a result the Government
contribution would be expected to be much lower in comparison to the costs
shown in Table II.5. The ERS clearly identifies the private sector participation in
the financing of MDGs needs assessed costs that have direct impact on growth.

13 It is reasonable and efficient to assume that MDGs Goals 3 and 7 are mainstreamed in the interventions of all
the other MDGs Goals.
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Table II.5: Estimated cost of growth oriented MDGs (US$ million)

Source: The Cost of Achieving the Millennium Development Goals in Kenya: A Report of the
Needs Assessment and Costing Study, Draft Report, and Revised Estimates 2004/05




The slum-upgrading programme, which relates to construction activities, is another
area where the public-private partnership could play a key role. The private sector
currently contributes a significantly higher share compared to the public sector.
Therefore, in evaluating the macro impacts of the slum-upgrading programme, it is
reasonable to assume that the public sector is a secondary player in terms of
implementation. But in making these arguments, it should not be lost that Kenya’s
per capita incomes remain low and the private sector and households for that
matter are not endowed sufficiently to provide the large injections identified in the
MDGs needs assessment and costs. The public sector will remain a major actor
and investor to the foreseeable future.

Given this background, the following simplifying assumptions were made:

a) 25 percent of the estimated US$ 2.82 billion is expended in the form of
recurrent spending with the remainder treated as development. Accordingly,
recurrent expenditure is estimated at US$ 705.1 million and it is assumed
that part of it comes from the Government and the rest from the
beneficiaries. Taking the example of the fertilisers and manure, and even soil
conservation, it is reasonable to assume that the Government can contribute
only up to a maximum of 50 percent (thus US$ 352.6 million) and the
farmers contribute the rest.

b) In the case of development expenditure, it is assumed that the public sector
will contribute 70 percent of the US$ 2,115.3 million and the private sector
the remainder. So for simulation purposes, the Government will have to
raise US$ 1,480.0 million annually with the private sector contributing a
further US$ 634.6 million.

Macroeconomic implications of MDGs enabling growth and development
related interventions: deviations from the baseline

Table 11.6: Macroeconomic implications of public spending on
MDGs with broader growth effects (deviations from baseline)
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Injecting the costs that directly affect growth from the draft report The Cost of
Achieving the Millenninm Development Goals in Kenya: A Report of the Needs Assessment and
Costing Study into the economy, give high GDP growth rates above the baseline, for
instance, there will be an additional 20 percentage points in 2005 and substantial
positive deviations in the subsequent years. Given that Kenya’s long-term
economic growth potential is currently estimated at 4.5 percent, the large injections
could easily end up destabilising the economy. This would send inflation increasing
over the years (see the deviations above the inflation target of 3.5 percent) and the
exchange rate spiralling downwards at a very high rate. However, since the
economic activities remain vibrant, the budget deficits improve and the current
account balance worsens initially although at a slow rate. It would take an average
GDP growth rate'* of 12% for the economy to absorb the huge amounts of
expenditure. The question we would ask at this point is the absorptive capacity of
the economy to mobilize the resources and use them without destabilizing the
economy.

From the above analysis, the limits of the economy come into play. Even when the
financing"” question of the large sums of money is considered, the outcomes,
though lower in magnitude, remain beyond the capacity of the economy.

The analysis to this point, leads to the next question, what then is the most feasible
macroeconomic framework that would be supportive of the MDGs for Kenya?
This question is addressed in the following subsection.

c) Towards a Feasible Macroeconomic Framework for MDGs
Achievements: A Higher Case Scenario for the ERS

In this section, what is considered to be a realistic higher case scenario is
developed. This scenario, is informed by the limits that have been identified in the
foregoing analysis, where it has been shown that implementing programmes aimed
directly at MDGs will not only require significant amounts of money but that they
will pose a challenge to the continued stability of the economy. The
macroeconomic stability questions that emerged can be summarised below:

e Limited economy’s growth potential: Whether one looks simply at
implementing the interventions that have direct effects on MDGs or
interventions that are supportive of growth that would eventually help in the
MDGs attainment, there exists today in the economy limited capacity.
Unless there is a rapid and sustained restructuring of the economy and the

' The economy would have to grow by an average annual growth rate of 18 percent when the costs with direct
effects on MDGs are taken into account. This is way above the mark when looked against the growth potential
of the economy as already discussed.

"% The scenario that took account of the financing requirements of the development expenditure was drawn using

the foreign cash grants route. This is in line with the stated policy that in future all efforts will be made to
mobilize foreign financing in form of grants or at worst concessionary loans.
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social conditions in the country, the long-term growth potential as currently
estimated is 4.5 percent per year. Unless the fiscal and monetary policy
spaces are opened up significantly, the absorptive capacity of the economy
would remain low and the country will not be in a position to withstand
large injections foreseen as required to achieve the MDGs without creating
instabilities in the macroeconomy.

e MDGs interventions could lead to high inflation: It is also clear from
the analysis that given that most of the interventions foreseen require the
purchase of goods and services; inflation emerged as an issue of concern. In
particular, interventions that have direct impacts in MDGs Goals 2, 4, 5 and
6 will mainly lead to increased government consumption. This indicated
clearly that it could pose inflation problems.

e Unrealistic depreciation of the exchange rate: When the MDGs
interventions were assumed to be undertaken through deficit financing,
there was, in addition to the rising inflation, significant depreciation of the
exchange rate. When accompanied with the high inflation, the competitive
position of the country does not actually improve. Even when financing was
assumed could be sourced externally, depreciation associated with high
inflation continued at a destabilising rate although lower than when the
interventions are to be financed through domestic borrowing.

¢ Unsustainable current account and budget deficits: Implementing the
required interventions for MDGs will also pose serious challenges on the
side of the macroeconomic balances. The large deficits that ensue raise
sustainability questions. They clearly point out that at a future point, high
taxation (which could reverse gains made by the vulnerable that might have
broken the poverty barrier) would have to be considered.

Given the above summary and the macroeconomic concerns that it raises, the
critical question that has been posed many times over then comes to the fore.
Does it mean that the MDGs are just a dream? Clearly, the economic and social
costs of the current situation that the MDGs are trying to eliminate cannot be
compared to the macroeconomic instability issues that we have raised. In other
words, rising mortality of children and mothers; controlling the spread of malaria
and HIV/AIDS cannot be compared in the same breadth as concerns regarding
the macroeconomic environment. Increasing poverty weighed against the
macroeconomic costs has to be looked at in the context of the welfare benefits and
costs of one vis-a-vis the other. In the remainder of this section, these questions
are put into perspective and a macroeconomic framework is proposed, which is
felt will move the country in mid-sized steps towards achieving the MDGs targets.
The macroeconomic framework proposes the need for the enlargement of the
fiscal and monetary policy space to that optimal point where it does not negate the
gains made through the various steps towards the MDGs Goals.
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In order to move forward then, the following points outline how the
macroeconomic framework was designed and give insights into the key
assumptions.

(a) Prioritisation of the MDGs interventions: Given the limited capacity both in terms
of financing capacity (domestic and uncertain external) and the ability of the
economy to absorb the large injections, it was necessary to consider the key
MDGs that would have synergistic effects that would ultimately impact on
the others. Moreover, MDGs Goals 3 and 7 could easily be mainstreamed in
the prioritised ones. For the purposes of the analysis, the focus is on how
much of the estimated costs can be absorbed. Once found to meet the
macro stability criteria set (with created fiscal and monetary policy space),
the next agenda at the operational level will be the prioritisation.

(b) Relaxation of fiscal and monetary policy constraints: The designed macroeconomic
tramework proposes the creation of fiscal space, without which MDGs will
remain unattainable. The economic and social costs of poverty for instance
are considered to be much higher than similar costs of higher fiscal deficit.
But this fiscal space can be created to a limit. Similarly, the monetary policy
space is proposed requires opening up, again to a limit. The macroeconomic
framework therefore proposes that in the eatly years, as the capacity of the
economy is strengthened, larger fiscal deficits could be entertained. The
deficits would mainly be used to finance operations and maintenance and
development expenditures in priority areas. On the monetary side, the
macroeconomic framework proposes that the limit for overall inflation be
set at between 10 — 12 percent. Beyond this rate, it is thought that the
country could enter an unsustainable high inflation period. There is
empirical justification that a window exists in an inflation profile where
below a certain rate and above a certain rate, inflation would limit growth.
But anywhere between the minima and maxima, growth could be achieved
without being undermined.

(c) The international solidarity on the MDGs underlines the assumption that
foreign grants will be the main source of financing the interventions
required, especially on operations and maintenance and the first three years
of expanding human capital through hiring of more health workers and
teachers.

The proposed macroeconomic framework outlined below (see summary of the
maximum absorbable expenditures and resulting macroeconomic outcomes of
selected indicators in Table I1.7) starts from the position that due to the limited
capacity, only a proportion of the MDGs interventions can be undertaken. It is
then assumed that the absorbable MDGs cost will need to be prioritised on the
basis of the targets that are currently being pursued. But for practical purposes, the
macroeconomic framework further notes the following:
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Of the absorbable MDGs costs, for the first three years (2005-2007) the
focus will be on beefing up the human capacity in which case about 42
percent will go to personnel mainly in hiring more teachers, health workers
and agricultural extension officers. About 39 percent will be allocated to
operations and maintenance (mainly for increased teaching materials,
provision of anti-malarial drugs and treated mosquito nets and also ARVs
acquisition. About 19 percent of the costs will have to be directed towards
investments that will build capacity in the economy to absorb higher levels
of MDGs interventions.

In the medium term, the structure of the public expenditures related to the
MDGs will continuously be oriented more towards sustaining the additional
human capital and accelerating the other MDG enabling investments
especially in infrastructure (especially in the major trunk roads and rural
access roads), energy, including the physical infrastructure for the education
and health sector. The proportion of MDGs costs will be restructured as
follows: personnel (28%); operations and maintenance (39%) and
development expenditures (33%).
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e The macroeconomic framework developed herein assumes a financing
arrangement where the government finances the development
expenditures'” while the personnel and operations and maintenance
costs that have direct impacts on the MDGs are to be taken care of
through the foreign grants.

Table I1.7 summarises the growth outcomes of the higher case scenario that
could scale up the current ERS macroeconomic framework. This scaled up
framework, will not absorb all the estimated costs of the MDGs interventions
due to associated macroeconomic costs and risks as revealed macroeconomic
simulations. Absorbing injections beyond a certain level will be destabilising
and this could negate the objectives being pursued such as creating an enabling
environment for achieving the MDGs.

It is clear from Table I1.7 that assuming the benchmark of the estimated costs
as given in the draft report The Cost of Achieving the Millennium Development Goals
in Kenya: A Report of the Needs Assessment and Costing Study, in the first year (2005),
only 7 percent of costs can be absorbed. However, in spite of this low
absorption rate, if the resources could at this early stage be used to enhance
institutional capacity important benefits could be realised. These early
interventions would target the useful areas of quality and productivity.

From the second year onwards, capacity in the economy will begin to expand
such that by 20006, 11 percent of the MDGs estimated costs could be absorbed.
Again, Table II.7 summarises the proposed the allocation of the interventions
that could be beneficial to the economy. It is important to highlight that at this
point, it will be necessary to open up the policy space both from the fiscal and
monetary side in order to realise the expected gains.

As the policy space is gradually opened up, it will be possible for the economy’s
capacity to be scaled up from its current long-term growth potential of 4.5
percent to at least 6 percent, and by 2012, it will be able to absorb up to 54
percent of the annual estimated intervention costs, over and above the normal
budget operations.

7 The public-private partnership could be taken into account in the financing framework for development
expenditures, given that the MDG enabling investments are to a large extent interventions that the private
sector could do quite well in. 240



Il Financing Framework of the MDGs Needs in Kenya

This section attempts to draw up a financing plan for MDGs identifying the
various sources of resource mobilization. Using macro econometric model
simulations based on KTMM, this section attempts to other the question as to
how much of the MDGs financial requirements could be met from domestic
sources given the feasible macroeconomic framework. The current
Government financing framework is thus evaluated to take in to account the
financing gap for MDGs. The financing gap after taking care of the domestic
resources and the committed donor inflows is the one that financing strategies
should be drawn, identifying the various options available for more
international inflows and private sector contributions.

In order to derive the financing framework consistent with the macroeconomic
framework described under the higher case scenario, it would be important to
tirst revise the MDG costs contained in the Needs Assessment and Costing
study report to factor current government expenditure commitments that can
directly be linked to the MDG. Considering the fact that all the Core Poverty
Programmes and other Investments projects contained in the current budget
and targeted at reducing poverty and creating employment under the ERS are
linked to a number of MDG goals allows us to revise the MDG costs. These
costs are estimated to total US § 1,470.2 billion. Netted out of the MDG costs
contained in the Needs Assessment and Costing study report of US$ 5,546.7
billion yields a new cost of US$ 4,076.5 billion to be spent annually so as to
meet the MDG goals. This is the cost that has been used to determine the
maximum absorptive capacity of the economy under the feasible
macroeconomic framework above. The above macroeconomic framework
stipulates the maximum level of this cost that can be absorbed and that is
consistent with the Macroeconomic framework under the higher case scenario.
Detailed below is the resulting financing framework implied with the above
simulations.
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Table Ill.1: Proposed financing framework consistent with the
higher case macroeconomic scenario

Source: KIPPRA, KIPPRA-Treasury Macro Model Simulations

The financing framework suggested above indicates that the bulk of MDG
related expenditures would be financed mainly by donor support in the form of
grants in the initial years. The government could finance these costs to a
maximum of 22% in the first year but higher in later years. These resources will
principally arise from enhanced revenue receipts arising from higher
government expenditures. It is important to note that at the initial period there
is no government borrowing. This creates room for domestic borrowing to
support the MDG related expenditures should the government no be able to
attract the assumed level of donor support. One distinctive outcome of these
simulations are that as the government spends more on the MDG related
expenditures, its revenue capacity also expands (also supported by the higher
economic growth). Consequently, more resources, in the form of revenues and
also donor support become available to support government programmes. This
depicts a case where either the government could reduce its reliance on the
donor support or could increase the implementation rate of the MDG related
projects.
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IV. Exploiting MDGs Synergies and Gains from Current
ERS Investments

a) Introduction
There are three perspectives to exploiting synergies in MDGs:
e The first perspective is in the two-way causality in the targets that creates
a multiplier effect or positive externalities.

e The second synergy emanates from the change in baseline values for
each target over time such that the required investments in some of the
interventions may decline over time.

e The third synergy is from other non MDG activities in the case for
Kenya the other ERS related investments

Public investment and strategic policy choices with regard to the optimal path
to achieving MDGs should therefore be analyzed taking into account the
dynamic mechanism and interactions between the targets. The correlation
between literacy rates and child and maternal mortality means that increasing
the literacy levels impacts on the achievement of the later. The achievement of
target 6 combating infectious diseases relates to the gender equality—women
are healthcare providers of the last resort—when the burden of disease is
reduced, this frees up time for women to engage in more productive activities.
Increasing access to safe water, for instance, creates synergies for goals 3, 4 and
5 and also goal 6. Clearly it is not possible to map all the interactions in a
model, or map them in a two-dimensional matrix and it is even more difficult
to capture in a micro simulation model when the direction of causality is not
clear.

Taking cognizance of these limitations, this section explores some of the
synergies through MDGs interactions and other ERS investments using two
approaches. In the first approach the interactions between achievements in
health and education are explored that could be used to revise the MDGs costs
in the two sectors. In the second approach Social Accounting Multiplier
Analysis is used to point to the activities which have the strongest backward
linkages with the rest of the economy which therefore if given priority in public
investment, in the IP ERS, have potential for achieving the MDG targets
through the multiplier effect or positive externalities and thus have implications
for the estimated costs.
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b) Synergies in Health and Education Spending

Education and health are major prerequisites for human resource development
for any economy. MDGs in education sector include: achieving Universal
Primary Education by 2015; promote gender equality at primary and secondary
education levels by 2005 and at all levels of education by 2015; and reduce
illiteracy rates by half by 2015. Based on the ERS, Kenya’s education targets are
to: achieve 100% primary NER by 2007; gender equity by 2005; primary
completion rate of 60% by 2005; secondary GER of 45% by 2007; a transition
rate from primary to secondary schools of 70% (65% public) by 2008; a pupil-
to-textbook ratio of 1:3 and 1:2 for lower and upper primary levels respectively.
In the health sector, related MDGs include reducing mortality rates, improving
maternal health, improving health systems and reducing HIV/AIDs
prevalence, TB and malaria incidence. All these goals including reducing
poverty incidence by half by 2015 are interlinked, partly due to the social and
private returns to human capital development.

Studies on human capital externalities and returns to education in Kenya
(Manda et al (2002)) have established that human capital has a positive impact
on earnings and that a general increase in the level of education benefits all
workers. The general increase in female education benefits both men and
women, but men benefit more than women. On the other hand private returns
to education generally increase with level of education and basic education has
the highest social returns. These findings have implications on financing mix
and the strategic policy choices for attaining MDGs in Kenya. For instance,
with the increase in private returns as the level of education increases, there
may signal for the need to shift public resources from tertiary to basic
education where social returns are higher and strengthen private-public sector
partnerships in provision and financing of tertiary education. Studies have also
established that both non-health and health expenditures have impacts on
health status (See for instance, Kimalu, 2002; Filmer & Pritchet, 1999).

Although in the early 1990’s Kenya had made significant progress in achieving
health related MDGs such Infant Mortality Rate (IMR) and Child Mortality
Rate (CMR), in early 2000’s, the gains had been reversed. The situation implies
that Kenya needs to contain the situation and scale up activities to achieve
MDGs by 2015. The synergies in education can also be observed in health. For
instance, health status (measured through CMR) is negatively related to:
Primary education spending; Real GDP per capita; and education outcomes
(Primary  education completion, rates and literacy rates). Thus when
reallocating resources among the two sectors, the synergies between



health and education can be explored particularly in increasing primary
education, for improved health outcomes.

In addition to the above synergies in Education and Health, there are other
inter-relationships. For example, WHO has estimated that poor physical
environment is responsible for one fourth of all preventable diseases.
According to the Needs Assessment and Costing Study there are cross cutting
issues that are not directly related to health but have significant impact.
Provision of water, sanitation and hygienic education, use of clean cooking
tuels, condom use and widespread use insecticide-treated nets can reduce total
health costs by 20-35 percent in different countries.

c) A Social Accounting Multiplier Analysis

In this section we use a multiplier analysis to explore synergies that would be
used in the possible scaling down costs as well as provide further insights in
possible strategic policy choices on the path optimal path to achieving MDGs.
The multiplier analysis is based on the 2001 SAM (Social Accounting Matrix)
tor Kenya developed by IFPRI.

A SAM is a matrix that captures all the transactions in an economy in one
period, usually a year. The SAM is like a double entry accounting framework
where the row accounts represent revenues and the column accounts represent
expenditures and the revenue and expenditure account must balance. The SAM
integrates input- output, consumption, flow of funds and foreign transactions
in a consistent framework capturing the economic inter linkages between
sectors and economic agents. The 2001 IFPRI SAM for Kenya is highly
disaggregated with 58 sectors but for the purposes of this analysis it has been
aggregated to 38 sectors as follows:
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Activities/ Commodities Factors/ Value added
Roots, Tubers, pulses and sugarcane ~ Wage labor agricultural

Maize and other cereals Wage labor non agricultural
Fruits Vegetables and cut flowers Agricultural capital

Tea and Coffee Non Agricultural capital
Beef, wveal, milk &dairy, other

livestock

Fishing, Forestry &logging Households

Mining Rural Female ultra poor
Food Rural female poor
Textiles &Wood Rural female non poor
Petroleum &other chemicals Rural male ultra poor
Non metallic industries Rural male poor
Metallic industries Rural male non poor
Utilities Urban Female ultra poor
Construction Urban female poor
Trade Urban female non poor
Transport & communication Urban male ultra poor
Owned housing Urban male poor

Other services Urban male non poor
Public services

Public administration Health

education Agricultural service

The SAM can be used as a static modelling framework through a multiplier
analysis, (forward and backward linkages) in an economy. The linkages
determine income distribution and expenditure pattern as a result of change in
the structure of production arising from certain interventions for example
government policy or a change in export demand, or increase in the demand of
a given product. This analysis is based on the envisaged government
interventions towards achieving the MDGs and the IP ERS targets.

To undertake the multiplier analysis the first step is to determine the
endogenous and exogenous accounts of the SAM.Besides the multipliers,
average expenditure propensities provide some useful insights into the
structure of production and income distribution. We discuss the expenditure
propensities first to illuminate the ensuing discussion on multipliers.
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Table 2.1 Average expenditure Propensities
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The table shows that in agriculture for instance, the labour share in gross
output is 11% and the capital share is 16% and intermediate inputs take 64%.
Traditional activities, fishing, forestry and mining are the only activities where
labor share is higher than capital share. Labor takes the lowest share in
manufacturing activities at only 4%. The value addition in the structure of
production is very low in most of the activities. Since most of the households
are endowed with labor and not capital the structure of production perpetuates
a situation where most households remain trapped in poverty. Reading this
table together with Annex 2 shows the savings dilemma (and therefore
investment) facing the country. Only three household groups have the potential
to save from their income; the rural non-poor male headed households, urban
non-poor female-headed households and the non-poor male-headed urban
households. The other household groups consume over 91% of their incomes.
An investment programme aimed at reducing poverty should therefore be
based on an in-depth understating of the economic structure.

i. Multipliers of the Kenyan Economy

The Multipliers for the Kenya economy based on the conditions prevailing
during the year 2001 are presented in Table 2.2. The table has gross output
multipliers and GDP (value added) multipliers. The multipliers are greater than

1 because of the initial injection into the activity.

Another useful set of multipliers is247 household income multipliers, (by



social economic groups) which can provide useful insights into the pro poor
government investment interventions. The household income multipliers show
the distributional impact of different interventions. These sets of multipliers are
discussedbelow.

Table 2.2 Gross Output and Value Added Multipliers

gross GDP
output (VA)

Activity multiplier multiplier
Maize 5.20 1.01
Other Cereals 5.26 1.36
Roots and Tubers 6.31 1.42
Pulses 6.26 1.30
Sugar Cane 6.64 1.44
Fruits 6.25 1.44
Vegetables 6.39 1.30
Cut flowers 6.22 1.34
Tea 6.21 1.25
Coffee, Green 6.13 1.28
Beef & Veal 6.49 1.37
Milk & Dairy 6.32 1.40
Other Livestock 5.97 1.35
Fishing 6.55 1.72
Forestry & Logging 4.97 1.23
Mining 5.14 0.74
Food 6.12 1.20
Textiles, Leather & Footwear 4.16 0.53
Wood & Paper 4.19 0.66
Petroleum 5.64 0.68
Other Chemicals 2.48 0.29
Non metallic 4.65 0.71
Metal Products (incl. Mach & Equ) 1.55 0.08
Electricity, Gas & Water 7.04 0.96
Construction 6.62 1.27
Trade 7.20 1.62
Transport & Communication 5.73 1.33
Owned Housing 6.97 1.95
Other Private Services (incl. Hotels,

Restaurants & Financial Services) 6.20 1.35
Public Admin 7.20 1.26
Education 7.42 1.08
Health 7.18 1.48
Agricultural Services 7.15 1.51
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It can be seen from the multipliers that the highest multiplier effects are in the agricultural
activities but fishing has a much higher multiplier at 1.72. In manufacturing only food related
activities have a multiplier greater than one. Owned housing is the other high multiplier
activity at 1.95, the highest among all the economic activities. Agricultural export activities
have the lowest multipliers, with tea having the lowest at 1.25. The multiplier for coffee is
1.28 and cut flowers at 1.34, compared to 1.44 for fruits and sugarcane. Roots and tubers
have a multiplier of 1.42 for roots while the multiplier for other cereals is 1.36.

Public services: among the public services education has the highest gross
output multiplier at 7.42. However, the Value added (GDP) multiplier for
agricultural services is the highest multiplier at 1.51, followed by health services
at 1.48.

ii. Household Income Multipliers:

Detailed household income multipliers are presented in table 2.3. We use a few
examples to interpret the meaning of the multipliers, based on different
exogenous shocks.

" Increase in demand of cut flowers by 100 units: the impact on
household incomes would be as follows: the income of non poor male
headed rural households would increase by 50 units, for rural non poor
temale headed households would increase by 16 units and for the rural
ultra poor female headed housed holds by only 6 units. For the urban
households, this would translate to an increase of 0.2 units for the ultra
poor female headed households, 0.7 units for the ultra poor male and 21
units for the non poor male headed households. (see row 8 in table 2.3)

» Increase in public health investment by 100 units: for the rural
households this would translate to an increase of 4 units in the incomes
of ultra poor female-headed households, 14 units for the non-poor
female headed and 51 wunits for the non-poor male-headed
households. For the urban households the external injection would
increase the income of the ultra poor female-headed household by 0.4

units, for the non-poor female by 5 units and for the non-poor male-
headed households by 36 units.
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interventions in health education and agricultural services.

Chartl Household Income Multipliers from Investment in Health, Education

& Agriculture.

0.600

0.500 -

0400 -

0.300 -

0.200 -

1. Rural Female ultra poor
2. Rural female poor

3. Rural female non poor
4. Rural male ultra poor

5. Rural male poor

6. Rural male non poor

7. Urban Female ultra poor
8. Urban female poor

9. Urban female non poor
10.Urban male ultra poor
11. Urban male poor

12. Urban male non poor

‘DEducatim B Heah DAgrServices‘

el

6 12

Source: Constructed from table 2.3.

The table shows that the income multipliers are skewed in favor of high-
income households. An important fact to bear in mind is that this reflects the
2001 economic conditions before the introduction of free primary education
that might explain the low education multipliers, during this period enrollment
rates were declining. The skewed nature of the multipliers might be used to
build a case for more targeted interventions, rather than universal provision.
However, targeting is highly controversial and difficult to implement policy but
worth considering, it might be a good option for reducing the estimated cost.

Targeted Interventions: One way to analyze the impact of targeted
interventions is to trace the impact, on the rest of the economy, of a transfer of
100 units from the government to a socio-economic group. The gross output

multipliers are presented in chart 2.

Chart 2. Gross output Multipliersysg from Targeted Transfers
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The GDP multipliers closely mimic the gross output multipliers and are
therefore not presented here. The chart shows that a transfer of 100 units from
the government (e.g. in the form of a bursary or fertilizer subsidy) to an urban
ultra poor female-headed household has the greatest potential for spurring
economic activity. Such a transfer to the rural ultra poor female headed
household increases the production of maize by 49 units compared to an
increase of 19 units when the same transfer is targeted to the urban non poor
male headed household (see table 2.3 row I column 1 and column 12
respectively).

From the foregoing analysis it is evident that the same level of government
intervention can achieve completely different outcomes and the total cost can
be significantly reduced if the multipliers from different activities are used as
the basis for prioritization.

V. Conclusion

The assessment of the cost requirements to meet MDGs is dogged with many
methodological challenges. The key challenges relate to the need to take into
account the inter-relationships between the MDGs targets and therefore the
cost implications. Different delivery mechanisms and policy environments
imply different cost structures. Over an extended period of time, structural
changes are likely to take place in251 an economy. Projected resource



requirements that do not take into account such possible changes are likely to
be unrealistic. This report has analyzed the macroeconomic implications of the
estimated costs and comes to a conclusion that all financing cannot be
accommodated without serious macroeconomic instability. The feasible
macroeconomic framework allows for the absorption of only about 7 percent
of the estimated annual cost in 2005 but increasing over time.

This report has also discussed at length some of the synergies that exist
between the different targets. The implication is since resources are scarce and
the economy cannot absorb all the MDG resources, there is need to think
seriously as to how the synergies can be exploited in a strategic framework to
meet the MDGs. An analysis of some of the synergies reveals the potential to
achieve the goals in an indirect way through interventions say in agriculture,
rather than focusing purely on the each target alone. The analysis also indicates
that targeted interventions may be considered, taking into account the
difficulties usually associated with targeting.

Generally, despite the methodological challenges involved in the establishment
of the MDGs resource requirements, the costing provides a framework
through which the International Development Goals can be aligned and
integrated into the national planning and budgetary process. In this regard, it is
advisable to prepare clear set targets (short-medium term) with the resource
requirements in line with the MDGs for inclusion in the national budget
process.
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Figure 2. Share of Expenditure in Total Household Income
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