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. The Kenyan economy has continued to reg:ster a posmve GDP growth

- therefore sets the basg for i increasing growth rates;, generatlon of sufficlent

_through a consultative: process mvolvmg the ‘public sector private: sector;. . -

 This pollcy is ahgned to the Kenya staon 2030 whlch asplres to tra" '.f_'orm o

& leather goodS)_;_:_-(il) Medlum to htgh technology sectors (Iron & Steel
; *_Machme tool - & spares; Agro—Machmery & farm impiements ‘and.
. 'pharmaceuttcals) -and (m) Advanced manufacturmg technologles
ol (Blotechnology &Nanotechnology) R

FOREWORD

rate from 2003 achieving the highest growth rate of 7% in 2007. However,
for the country to become a globally competitive and prosperous nation; =
an average Gross Domestic Product (GDP) growth rate of 10 per cent per
annum should be achieved over the next 18 years. This requires
restructuring the economy through industrialization. This sessional paper

employment opportumtles and fostermg Kenya ] mtegratton 1nto the-
global economy - ; = o : : SR

This Nattonal Industnallzatlon pollcy framework has been developed-"_'_

civil society,: development partners and non- governmental stakeholders. It
takes into- cognizance ‘the: Vision: 2030. asprrattons current status of the -
Kenyan economy; changes and: development inthe: giobal economy,“"_' .
challenges of the industrial ‘sector; and: ‘opportunities arising therefrom.: It
also takes into account some of the lessons learnt and best pracnces from; -
Newly lndustrlaltzed Countrles (NICs) e G e

Kenya into a middle income rapldly-mdustrlahzmg country, “‘a: globally s
competmve and prosperous nation, offenng ahi gh quallty of llfe to all 1ts_:;_; L
citizens” in a secure and healthy envnonment - G

This pollcy framework focuses on: value addttlon'for '-both' prlmary and o
high valued: goods and lrnkag_es between 1ndustrlal sub- sectors and. other _
productlve sectors_ to drlv_e":'t_he mdustrlallzation process and alms at o




development partners will contribute and play their respective roles in

industrial development through the National Industrial Development

Commission (NIDC). The membership -of the commission comprises
~ representatives from both public and private sectors thereby embracing the
""prmmpie of .public-private parmershlp in mdustnai developmcn“t

ity and affordabihty
'@n of mdustnal

PREFACE
'I‘he pohcy pmposais outlmed hcre are a pmduct Uf much reﬂectmn by tEﬁe

- i K-,nyas asplratlon to be a middle income mdusmahzuw
country in the next twenty years as envisaged in the Vision 2030 bluepnm
Tt alse, recogmﬁes Ke' ‘as largely an agricultural country and therefore

ol 'laangmg frults by puttmg poilcy in place t?‘ia’t

This policy framework also recogmze:s that aaccessr
of financial services is most critical to the
gmwrh To famhtate fman' 1a_1 access "

"‘"‘on toour agncultural pE’OdULh} o
itire. governmen‘t and 1t is. our_smcere -

emeht of the compet'lt'ive'ness of ou;.':-"__
,ESsA reglons and mternat}onaliy o

H{m Henry Kosgey, E G H M.P :
MENHSTER FOR INDUSTRIALIZATION

ahzatlon P Océss isto.
developed countries
.thousands Kenya-:'produces a




EXECUTIVE SUMMARY

The experience from successful economies indicates that a coherent
National Industrialization Policy is a prereqursrte for the advancement of
industrial development in any country It further indicates that the
industrial sector is a key driver for i increasing. growth rates,. generatron of
sufficient employment opportunltles and sustamable economrc growth

Kenya s 1ndustrral sector ‘has not been dynarmc enough to functron as “an
engine of ~economic growth” eSpecmlly ~when: compared to newly
‘industrialized: emerging economies. The _"se_tOr §: GDP contribution. has"
- remained stagnant for the last two decades at about 10 per cent. Kenya's’
'exports ‘have also remained pr_edommantly primary commodities with fow
‘value addition wrth manufactu exports a ountmg for" _nly 36 per cent
of tofal exports RN ' SN

o .'Industrlal polrcres in: Kenya have evolved through three drstrnct pollcy
‘- orientations, '~ namely, - ‘import - substitution; Structural “Adjustment

Programmes (SAPs) and export-led polrcy orrentatron The ‘Export-
‘orientation. polrcres have over- the years been: expounded to 'respond to
_ global mark : structures through varlous sessional papers. and bl_ue prints

o :approprrate fmancral servrces for mdustrral growth and expa'

resource; limited access to affordable long term finance; high cost of
industrial land; limited industrial subcontracting linkages; influx of
counterfeit, dumping and substandard goods thereby reducing production
capacities; limited technology transfer; and low attaction of local. and
foreign direct investment.

The broad policy intervention areas are focused on addressing the factors
affectrng the industrial sector, exploiting the strengths and opportunltres

arising from the regional integration and globallzatron and pos1tromng the
‘industrial sector to-become the leadmg mvestment destination in Africa to
‘take’ advantage of investment flows currently moving" towards the “fast
“frontier’.. The interventions will therefore be centred on ten broad: areas
“namely: (i) Creatmg an enablmg envrronment (i) Hrgh value addltron o
‘harnéss - the -agricultural;’ mineral, - natural and foresty resources; (ru).- _
~~development of priority mdustrral sub- sectors, (iv) Enhancmg human .
resource -skills . through - development “of " technical; entreprenuenal:
: productlon and managerral skills for: mdustrral development (v) measures -
for attracting local ‘and foreign direct investment; (vi) Local and export -
- market expansion: and diversification for manufactured prqducts Cvii)

Enhancmg standards quahty infrastructure and intellectual property: rights -

_regime;: (vm) strengthemng -industrial - research development and-"'_j-__
. innovation; (lx) facrlltatmg the - growth and graduatron of the. MSMIs for -+

industrial expansron and (x) provision : . of access to: affordable' and'_- -
'i'o_n._ -

_'_"To facrlrtate effectwe coordrnatron, pollcy lmplementatron monrtorrng:__.' :
" “and ‘evaluation, -this: sessional paper : proposes. the: establishment of a
T :Natronal Industrial Development ‘Commission: The commission’ provise a -
broad engagement framew‘ rk: wrthm _whlch all stakeholders mcludmg the o

management contracts and

e ;;'concessrons To support the development of _strategtc mdustrles and other- B

o ".-""background'” fthe_sess nal paper and mcludes an mtroductron v1sron and'-_-"j':




mission of the policy framework, guiding'princip}es and core values, and
objectives of the policy. Chapter two -comprises the rationale and context
of ‘the ‘policy and inclides: benchmarking with NICs, and changes and
devefo'pment in-the global economy. Chapter three details the situational
analysis that includes: Status of the Kenyan economy, overview of the
industrial structure .in Kenya, strengths and -weaknesses, chailengeq and
opportunities.- Chapter four comprises. of the broad pohcy intervention
areas. and- respective: pollcy ‘measures ‘to- be undertaken, Chap‘tei five
comprlses ‘of: the policy 1mplementation monltormg “and: evaluation.

Lastly,. Chapter SIX prowdes the ecommendatm' for. consgdemimn*by
parhament - : B

' greater emphasis on ¢

:__._-':.:_:: .":’of respondmg to thes':' rapid
a polﬁcy framework: and trateg 31

SR _h;gh va.lued goodS‘

R -_‘ For purpose. o this _p" ""y, t
e .manufacmrmg, con ruc

CHAPTER 1

BACKGROUND

1.1 Imtroduction.

Since independence Kenya has made several mstiatwcs towards the
development and growth of the industrial sector. E—lowe:veig despnte the
efforts resuktmg into the country having a reiaﬂveky larger mdustmai sector in
the reglon it has not been: dynamic enough fo funcnon as the ‘engine of
econormic gmwth especnaiiy when compared to - newiy ‘industrialized
erierging ¢ eceﬂomles due to various chailengas The sector has: been inward-.
looking and has had low  value addition’ especially o th
agricuitural and natural resources. Similarly, weak institutional support for
the’ deveiopment “and
Enterprises (MSMES), whlch ‘have the potentnal for: empioymem and-- )
wealth creation, has resnlted mto slow mdusmal growth i L

Under Kenya VlSlOIl 2030 the manufacturmg sector has :
river for econ mnc growth and development due toits 1mmensel R
, and its_high potentlal to the; S

in "'om_ex rapldly mdustrlalmng country,:{'
-fi a_me ork_ to drlve-_;

this process:is requ e

the natmraal and riew :devolved: gbvérnance structure
- '_"chnologlca anges B
0 cyfframework-that is capable'} ;

to evxtahse the mdustrlal‘ sector for

y framework focu value : :
nkage be Ween'l dustrial sub- sectors and other“'
-sect_ors o drive the mdustrtalizatlon proce '

mprising.

he. ._av_allable:- S

owth of ‘the Tocal Micro, Small :and Medium

mperative to develop. L




. o '--'__':"_.'.Th:s pohcy is alrgned to the_Kenya_ 2030 w
ﬁ-;;_'fKenyaf: rnt’o-:-fa mrddie mcom rapidl

creating an enabling environment for private sector-led industrial
development and a business environment capable of attracting

local and foreign investments for the sector. growth and
development;.

taking into consideration, other existing policies, capacities and

capabilities, the country’s strengths and wedknesses as well as the

challenges and opportunmes offered by globalrzatron and. reglonal
:-:-lntegratron DL i
recognlzmg the 1mportance of promotmg ‘resource based
RO mdustrles,_and in_ particular, ‘labour. intensive, export—orlented
. % industries for . mcreased iproductmty and - ‘growth “in " all " the

. industrial sub-sectors, b in mrnd the rmpact of forward and
o '_'__':__:backward lmkages m the economy, N

-lmprove productron process and the qualrty of products

X encouragrng effectlve development of mdustrlal human resource:
~and specific skill§ for. mdustry to enhance competrttveness

: __ 'lrdentlfylng the foundatronal pr]lars and ‘meastres for the vrbrancy’
- and. growth of the Industrlal ‘Sector-and” recommend approprrate
_ pohcy mterventrons_for the reallzatlon of the sector goals and

-Prlvate artnershrp arrangemen

1 offerm'g'a high quality of life to all
L secure and healthy environment.

o iidwers:ﬁed
emplayment through the creatwn oj' an enablmg enwronment

:encouragmg sustamable creativity and. mnovatlon to contmually

meﬂtal coordruatron under a Publlc_ 2K

.. ERET The Pohcy._.;
‘ .ng Co_._ntry, ua globa”y e

i '_ 2 .'-"".lz*hew.pohcy
o facilitates fai

_ vibrant; globally competmve and =
industrial sector for generation . of ‘wealth and_-_;__.__-_

1.3  Guiding Principles and Core Values |
In order to revolutionize the growth of the industrial sector in Kenya, the

followmg guiding principles and core values have been consrdered @nd
will apply:

A Producttvlty and competttweness .

The policy emphasrzes mcreased productmty and competmveness as one-
of the key guiding prmcrples for expandlng and mamtalmng the domestlc
and export markets ina llberahzed envrronment B :

- Market develapment

The pohcy takes cognrzance ‘of. the need to- drversrfy and expand markets N
for industrial value added products. It. addresses: supply side constramts-
with regard to product quallty, volume and standards o S '

H:gh value addmon and dwersgfwatwn : ey i N
The pohcy recogrnzes hrgh value addltlon to the resource eﬂ‘dowment as: *. X

key for “optimizing - creation - ‘of wealth, employment ‘and. reglonaljf:

development It therefore emphasrzes on further processmg.of__E prlmary
products : e SRR .

Regtonal dlsperswn_ ) ey

The' Polrcy underscores the need for equrtable drspersnon’ f mdustrles_:_-
throughout the country in’ order to. accelerate the pace. « -_'development_
especrally in'the marg __nalrzed areas: : R

T echnology and mnovatzon AR :

changmg consu '




ix. FEnvironmental 8. ustainability

The policy recognizes “the need fo - promote sustama’ble mdustnal

development that upholds environmental protection, management and
efficient resource utilization.

x. Complmnce with the Kenya e

government and the partleul.ar-ca to' encourage reglonal dispersal of
mdustrles asa bas;s for equ:ty and empowe e nati '

ria 'mvestment m Afrlca_
lea.dm g to h1 gh employment Ievels aﬂd wealth creation

© o substances: of compon
-+ -substances. or:Componien

'

9. Increase the loeal content of locally manufactured goods For export
to at feast 60 per cent.

10. Increasing the share of industries located outside major urban
centres (Nairobi, Mombasa, Kisumu, Nakuru, Eldoret) to at least
50 per cent.

To realise these specific objectives, a number of strategies dre to be
pursued, including the following:. |
. Facilitate the creation and expansion of productive employment in
the manufacturing” sector.

2. Facilitate the creation of a busmess frlendly enwronment lor‘_
' prwate sector- led md=str1;a 1zatlon -

3. Attract local and forelgn ehrect investment in manufacturmg and
related services. : . S PR :

Promote sust 'nable development of l\/hcro Small and Medmm* S

5 C'apamty' bui g
SRR seetor

= g xcai or’ chermcal tramformdnon of mdlbzldh
i new-'iproducts but “éxclides: vepairs:. Materials, .
: 3| ‘that' are” products. of"
other: pianufacturing -

tu‘re forest’ry




© 7 have: agrrculture _
_economlc sect
< the vision in technoiogy led: mdustrlal growth

CHAPTER 2
RATIONALE AND CONTEXT
2.1 Benchmarking with NICs

The- policy recognises that Kenya is primarily an agricultural based
economy with a fairly skilled human resource base and is also strategically
located to serve as a regional industrial hub in East Africa. The country is
also endowed with natural resources that can be tapped through Value
‘Addition (VA) for the benefit of the whole country. :

It is in this context that policy endeavours to address issues affecting the
industrial sector, by:including prospects for more broad based ‘strategies
that would provide the sector with meaningful opportunities to realize its
full potential. The policy provides for a broader engagement framework
within which all stakeholders, including the public and: private sector; cjvil
socnety and development partners will contrlbute and play their respective
roles in mdustrlai deveiopment .

The experlence from successful economles seems to mdrcate that havmg a
coherent National Industrialization - Pollcy s a: prereqursrte for the
advancement of industrial ‘development’ in- any- country. For exampie
Hong Kong’s industrialization policy: consisted of an FDI strategy and a
“non-expert technology” to SMEs; that is: medium level; rather than top-
level expertise being extended to the SMEs in ‘order to nurtire them into
the growth trajectory.. On.the other hand,.Singapore, Taiwan. and Korea
had a strong.push for: specrahzed high skllls/technology mdustnes and
sub-contracting of - SMEs. In - turn;: Korea.. focused.. on - giant . private
_ conglomerates—led heavy mdustry and creation. of * brands. Thailand’s
“industrialization: was based on the export of prlmary-'- products and on
}'rmport substltutlon pohcres at home ST SRR

the mdustrlal sector

: .From these expernences of mdustnalrzed countrres*

i‘t'h-.'.ver.y little 'QValue:rjad‘di't‘ion-’,--fa '--thelr ‘dominant
Kenya has an abundant mteliectuai capacrty to ‘achieve.

The common fundamentals apparent m ali New ly Indus’mahsed Countnes
(NICs)havebeen e R R T e L

1. The achlevement of stable macroeconomic envrronment

2. Stable, ﬂexrble and cost effectrve iabour market




L "__;'_-_polrcres at natronal reglonal and mternatronal -level‘s to make
o ;_.these changes Some of Whrch rnc%nde

Liberalized and efficient capital and credit mararets
Attraction of long term foreign mvestment
Efficient cost effective infrastructure.

AL s W

Efgrcaency and ﬂe)ubrlrty in the utlhzanou of factors ot‘ ororlucuoa
and -

7. 'Development of a strong lndustnal Research and Developmenr

Capacity - through increased. resource allocation .10 the WNational

Research and DevelOpment Institutions. - . e

Overreaching all of these was. alongstandmg polrncai ane% eeonomrc stabrlrty-

that provided long term consistency and created investor. confidence. Gther

-_-.prrncrples and. best -practices: for _the deszgn and rmplernentatron orf

mdustrral polrcy mterventrons can be 1dent1f1ed as

mterventrons in’ own developed mdustrral economres
‘sustainable econornrc growth

.. economy, rather thana one

_: Z-ﬂts all’ polrcy template

Potentral partrcrpatlon in ‘the global economy throngls puroosefuﬁ'

':Developments of a natlonal vision vrde the Kenya Vrsrou 2@3@ thar: |
©“provides unity of purpose’ and consolidatron of etforts for' _'

_ 'Identlflcatlon of growth and employment constramts operarmg at
..the - macroeconomic, . secroral _spatial .and firm. level .of . the

{_?:'Identrfrcatron of cross cuttrn "'and ectermspecrfrc conslramts ‘and:
opportunrtres that support processes-io “self-dis :overy wrth the -

redefrn.r o of indusirial S
ponsive toi

1. Global competitiveness driven by standards and conformity as key
ingredients to successful industrial development in a globalized
world.

2. Steady growth rate of Africa’s economy for the recent past-due to
macro-economic stability, improved private sector development
policies, and improved governance thereby providing greater :
opportunities for intra-trade.

3. Emerging new sources of FDIs into Africa such as the BRICs and
other emerging economies. '

4. The increasing domrnance of the service sector, in relatlon to__
agnculture and 1ndustry, especrally in the developed countrles '

- 5. Technologrcal changes such as the d1ffusron of rnformanon and'_-
telecommunication. technologles . (ICT s). and sc1ent1f|c._i. .
breakthroughs such as genetic engmeermg and the development of ey
b1otechnolog1es . _ R

6. Emergence: of -~ major tradmg blocs such .as. East Afrrcanﬁ.--._':'_' '
~. Community . (EAC)a COMESA; SADC, North Ameérican Free ==
Trade Agreement (NAFTA) and: Association of Southeast A51an;.- P
Nations (ASEAN) and the deepenmg of European integrationand =
~ enlargement of the European Union (EU); and other Multilateral = - -
~Trading arrangements under World Trade Organrzatron (WTO)::Q-.-_{
Srandt C :

7. i Social and demographrc changes such as. growmg mlddle Class m :
- the emerging. econorrnes and the agemg of the populatlon m':'_'___:; o
L developed countnes o S _ _ e

: 'Thls pollcy framework wrll take into- account some of the lessons learnt_- L

~.and best. practlces from benchmarkmg “with “NICs* and changes “and G
_-__-’developments in the global economy to gurde Kenya s [ndustr:allzatlon
"-__:_-.process : i SR




CHAPTER 3
SITUATIONAL ANALYSIS
3.1 Status of the Kenyan Economy

The Kenyan economy has continued to regisier 4 positive’ GDP: growth
rate from 2003 achieviag the highest growth rate of 7% in 2007. However,
the: performame hasJ been ‘ucmatmg over the perlod 2008 20] I due t@




-~ primary commodities with low value addition: The manufactured exports,

PR '3 2 1 Structure and conmbutwn of the manufactunng sector _.:._: '_ e

_":_-contrlbute over 60 per cent to the manufaeturmg 'sector GDP contribution. | .

:;’-The MSME sector in Kenya piays an 1mportant role in the soci

e .ffoundatlon for Kenya $ mdustrral base

'_-"ESIHCB mdependence the""'
.7 'measures: ‘that have mfluenced t

From 2007 - 2011, formal employment in the manufacturing sector
expanded:marginally from 261,300 in 2007 to 275,800 in 2011 while the
employment in the informal manufacturing sector grew steadily from 1.57
miHlion in 2007 to 1.83 Million in 2011.

3.2  Overview of the Industrial Sector in Kenya

Kenya’s industrial sector is relatively targe within the region. However, it
has not been dynamic enough to function as; "an engine of economic
growth” especially when compared tonewly industrialized emerging
economies, The sector has- been. inward-looking inspite of ‘the: various:past
policy initiatives to address the sector challenges. There has been lack of
effective. programs for 1ncreased value addition and- support to the Iocal
small and medium. enterprises, whlch have the potentlal for employment
and wealth creatlon growth and graduatron into large enterprises. .

The ' sector’s. GDP' contrrbutnon ‘has* remained stagnant for ‘the: last two
- decades at about'10-per.cent. The growth of the sector has also been befow
‘the -annual - target. Kenya’s exports-have also: remained  predominantly.

on average, contribute about 36% fo the total exports on an annual basis -
over the last 5 years. The employment contribution of the sector, over the
last 5 years ‘has also remained stagnant at 21% ‘with most of the new jObS.
‘being ‘created by the informal sector. Furthermore the 1nd1rect
'employment opportumtles have not been forthcommg AR

1-.The structure of Kenya g manufacturmg sector isfour, fold comprrsmg of C
. _MJcro Small; . Medium. and’ large . classified - ‘mainly:: by empioyment. B
'-.'_creatron wrth mmlmal lrnkages The medrum and iarge mdustrles-__'-___: '

- :'_ _Srmnlarly, the MlCI’O and Small enterpnses comprrse abou" 5 per cent- of o

development of ‘the “country,  Its cufrent. srgnifrcance is in. erms ofits :
contribution ‘to’ employment credtion but has the: potent;al to serveasithe

overnment has pnt m place several pohcy._'-:._ RN
; 'and contrlbutlon of the'-'-_- S

Sk rndustrlal sector to the Kenyan economy =

'r':_': e and Tax Rernrssron' 'or Exports- rce (TREO):’Z' amongst others Ther L

322'-Pastindustrial‘policyinitiatives T S - l

_Industrral policies in Kenya have evolved through three dlstmct policy
orientations, . namely, import. substitution, Structural Adjustment
Programmes (SAPs) and export-led policy orlentatlon T

3.2. 2 1 The Import Substitution Polacy

The main objectives of this strategy ‘were to- ensure rapid” growth of
industry; ease balance of payment pressure; increased domestic control of
the economy-and also generate employmeiit.. Durrng the. perrod between
1963 and 1989, the manufacturing sector grew at an average rate. of 8%
per. year and the country experlenced high growth of industries producmg
consumer products such as textrles and garments food beverages_ and_f'.
tobacco as leadmg sub sectors : i ! :

agamst exports gradually resultmg 1nto a general decline: of the overail';
economic performance To remedy the situation, the’ country embarked on
major macro economic polrcy re- orlentation under the Structural

. .xp_ort;P:”omotron Programme Offrce (EPPO)

: __xport led polr




_- Industrialization develo
S mdustrral developme it

3.2.2.4 Sessional paper No.1 of 1986 on renewed economic growth

The Sessional paper required industrial sector to be restructured ovr}:If IE:
period of 15 years to become more productive and attain a rapid growt ld
order to serve specific economic goals such as: the expansion an
diversification of Kenya’s export base; job creation in the 1nfommli(\seetorgI
raising productivity; attraction and gemeration of indigenous 8;1);:6
entrepreneurs and managers; as well as, support and promotron o
development of agriculture and of the rural areas.

3.2.2.5 Sessional Paper No. 2 of 1992 on Small enterprise. and J‘m
- Kali developmem in Kenya .

The objectrve of this sessronal paper was to im ove_ ‘the enablmcf
environment for mformal seetor activities; formutate and ltliev Op
programmes to 1mprove access to credit and flnances techno gl
rmprovement and innovation; work sites; and bias in public procurem
in’ favour of “the” small scale and jua Kalr enrerprrses sector: in Kenya
amongst others SR - Lo R

3.2. 2_ 6 Sess:onal Paper No. 2 of 1996 on Industrral Transformatlon to

the Year 2020

This Sess1onal paper was developed to prowde a framework to strm;ll:lgz
economic growth and employment creation through the expansion o

1.
industrial sector. The specific focus of the polrcy was 1o maintain PO““Ca

social * and macrogconomic stabllrty, mcreasmg prodnctrvrty, lﬂCﬂ?HSe
exports and generate fore"gn excha;nge" ;
clevelopmen:t ‘improvement exp:

- “improvement - in ‘the: financial markets
':'_labour market stabrllty, li

of physica

-

’ _'3The ERS polrcy framework 1dent1f1es four pi
stability; strengthening .of institutions of govern - oital
expan : 'on of physrcal rnfrastructure and mvestment in- the human.

}expansron of mfrastructure 1mproveme

The ERS had 1dentrfred the eed for'the development ofhthe lndtistrrgfl.:_-___
- Masterplan. With: support from the ‘Japanese Government; the Ministry. h i
: d: ; 1al Master Plan 2008 tO promote t .

mdustrralrzmg, “mid
its citizens by t}

deeperiing trade [iberalization;

ogiie with the- prwa,te sector; and:increased -
; ent and managemem:

nd’eXpansaon in human resource cle\/elol)"““:"t gt

The 3 short-term priority sectors identified in the Master Plan are Agro-
processing; Agro Machmery, and ICT, Electric and Electronics,

3.2.3  The Industrial Sector and Kenya Vision 2030

The Kenya Vision 2030 —Kenya's long-term national policy blueprint

correctly places the industrial sector as a potentral growth area for't.he
following reasons:

L. It enjoys. strong forward and backward lmkages wrth other
rmportant economre sectors such as agrrculture and services.

2 It offers hlgh prospects for employment creatron especrally 1n
- labour mtensrve mdustrres ' e

3. Itacts as a catalyst for technology transfer and attractron of FDI

4. It offers high prospects for. deepemng Kenya s drrve to mtegrate_;.

' __-further rnto the reglonal and g]' bal” economy and

5. It provrdes srgnifrcant forelgn exchange earmngs to the Kenya"

Economy

'; n_atron into.. a newly
4 high quallty lrfe fo all

based n three “plllars” 'the .




rivers. The- terrain and rivers provide unique env:ronmenta!ly-‘
‘hydro-electricity ‘and’ geo-thermal genération potential. Oilan;

resources have also been discovered in the northern and eastern |

country respectively. Currently, the country is in the pro

determmmg the commerc:ai vxablhty of the oil deposns

Kenya has a leCFSlty of minerais mcludmg gem stones, fluor
ash phosphate goEd lz_mestone clay, rare earth tltamum iro

' 11vestock These resources prowde most of the mdustrlal raw mate

3 3 2. Geographzcal locatwn

Kenya s prox1m1ty to the East and Central Afrlca markets offers

*“market for manufactured goods excellent connective to- major wi rid

" - and tlme zones that make it. easy. to work with.most continent
333 Busmess Env:ronment

" Kenya has @ new constntution that emphaSlZGS on the Pmte

3 Ompar

China and India.
_Asia given th

4

.2 and was much higher than that of
able W Ofgggﬁzggrlgfoz&tivity in Kenya, however, was
' d with much higher capital intensity compared - with firms. in
ST Total factor produ;:tmty was lower in Kenya than in East
at the labor cost in Kenya is 25 percent o{: ;alue Ialtiidﬁcelr

d with only 15 percent of value added in th g ;
i China is not offset by higher wages, rendering China very
rod_u_enwty lnternationally In India, although labor productivity is low, hlt
Hé'?;;tt;)‘;erilrilch fower:1abor costs; makmg firms+n India, partlcularlyt e
0

rger ones, More competltive ‘than those in Kenya
a

5 Publw-Prwa/ Sector Paﬁnershtps (PPP)

development The
d as one of the" strategles for
entIﬁeted the : PPP legislation . which. is’ expected 0

staent.
tk for public and private sector il 1nve
engthen the 1egal ﬁiﬁiﬁy fo 'ernya to.attract enhanced te sector
ill ‘offer an, opp ild g and operatmg _nfrastl_ructure

addition, a strong - an h
E it nsh:p between the Government and the: prlvate sector extst t us
-fconducnve to tt ct

anzania and Uganda

. has: been id
rnment  has enac

restoring peac :
o the eatlon of the- _'




3.3.8 ' Financial Sector

Es:g; ;;afnaivtibtrant financial sector that comprises of commercial banks,
Sututions, cooperative savings and credi
finance institutions: I untty the most dejdd miero
1 addition, the country the
market in the East African Reglon : / _e_ ot developed stock

3 3.9 Govemment Procurement

World over,’ Govemments are maj
is common: for. the - -same. {0
manufacturers in tenders
has made a decision throt

or buyers of manufactured goods and it
provide preferential treatment: to: local
Il}1 tilhe recent: past,- the. Government of Kenya,
ugh the amendment of the Public Pro

;n:fe]?élslggsetlé Iﬁgﬁlauonis d(Preference and Reservations) 2011 t((:)uzférg;;ldt

S an lsadvantaged groups fo bl

This:: provides a o ot e and - suppert e
manufacturers 8 pp r umty for. growth and. support of loc_al

3 4 Weaknesses affectmg the mdustrlal sector -

ea' y Oflzpri
mformatr n

) The reahzaﬁon of sustamable and meamngfnl Industr al deveiopmen

the mdustrtal sector d:u _tb_lack Ofliresou'rc'es

Business Information of Kenya (CBIK) in Export Promotion Council that
provides information on various regional and international ‘markets and
District Business Solution Centres to provide information at the local
level.

3.4.3 High cost of infrastructural Services .
The high cost of infrastructural services has contributed to h1gh cost of

doing business in couniry whrch has led to uncompetlveness of our
industrial sector.: =~ L _

3.44 Inadequate skllled mdustrtal human resource

Human résource development is 1mportant for mcreased productmty in
the manufacturing sector. However,. the shortage of trained and skilled
manpower. for.industry is-a major factor hmmng 1ot ‘only industrial
development but also - the rate of economrc growth and adop‘uon of
technology. - e EEL : T mim s
Kenya is currentiy endowed w1th a young labour force whose potentlal
can be fully explonted through adequate trammg on dlfferent market
orlented skills. ' S _ ih : T

3 4 5 Lmuted_. Acc & ta Fmance':'g'” e

the. country réquires. access to- affordable long ~term fmance and -credit
facilities. Though the: f"mancral sector .in Kenya is: relatlvely wel!—
developed, the hmxted access. to. formal fmanc;al products and - services,
particularly for long: term fmancmg, has 1nh1b;ted the competrtweness and
growth of the:industna} sector R A S

of the marke partieular fo th entrepreneunal poor engaged in mICI‘O

gen -rat .activities. :-Ho_wever Commercial banks
"_ndmg to the MSMES3 'sector * ‘due: to their
osts drfflcultres assessnig and rnanagmg I‘lSk :

_to_ move up )

heavy collatetal;requrrements 'that:_--banks Impose to help manage nsk
‘serves to ‘screen out the vast majorit of MSMES ‘Hence, in. addition to
improving. MSMEs. access to ‘commercial Ioans it will be _necessary to
help them meet the varrous frnancmg ‘eeds for MSMES Further the

"The: Internatlonai Fmancral crrsrs has aiso affected the mﬂow of Forelgn
Dlrect Investment L o S




3.4.6 Limited Industrial subcontracting lmkags

Lirnited mdustrral subcontracting has been on
going without an enablin
policy framework The absence of thie policy has hindered the promotloﬁ

and facilitation of industrial. Subcontractl
n between large an
industries. g arge d__ srnall scale

3 4 7 Htgh cost of Industrial Land

Avallabrhty of mdustrlal land is a major constramt for mdustrral

development The central’ county government w1ll be expected to zone
- avatl and provrde the necessary infrastructure, -

i 3:4-8['_ Siowmvestmemm the' ndustmzlsector.

- Over the last few 'years the country has. attracted few local and forergn
- mvestments desplte exrstlng 1ncent1ves This has led to mtmmal growth of

iﬁt slector and generatlon of employment opportunmes m the formal

- 3 4. 9 Fragmented mdustnal polwy framework

A major problem in the- mdustrlal sector has been the exrstence of

fragrnent policies and- various:Acts:
_ of Parlrament ‘Sessi
B other sectoral' policie stra ; cust Papers and

ome. of  which ’-havez*overlappmg

3.5.2 Compliance with Standards

Universal compliance with.international or national standards is eritical,
not only for fair competition in the domestic market, but also for creating
a presence in export markets. A majority of MSME -are unable to fully
comply with these standards requirements thus inhibiting their export
potential.

3.5.3 Market Access

Stringent ‘and non-uniform application of rules of origin coupled with the
non-observance of various protocols within the regionai trading blocs has
been a great challenge. The continued nori- compliance “with' the

-application of the comimon external. tariff within the trading blocs has

greatly affected the level playrng field for Kenyan products w1thm the
reglon

With the global reductlon of 1mport tanff there have been srgnlﬁcant_
increase technical barrrers to. tracle, sanrtary and" phyto—samtaryumeasures
and other non-tarlff measures . _ o e

3.54 Technology change

In most Afrlcan natrons, Kenya rnclusrve "connectmg mdlgenous small
enterprises with foreign investors’ “for technological upgradmg is still a

'challenge ‘The situation: is made worse ‘with little or no’ power supply .

connectivity, especlally in remote Tural areas. Thus technologrcal change,
though meant to bring abolit ‘economic change even among ‘the rural fot, .
does not appear to’ answer to the pli ght of the rural entrepreneurs o

Srmrlarly, changes in technology have posed a: great challenge o
businesses.: Many small business entrepreneurs appear to be u _famnltar
with. new technologles ‘Those who: seem to ' be: well’ positioned are often
unaware of.this technology a_nd if they | know;itis nerther locally avallable,': ;
nor affordable or not srtuated t 'i_local condrtlons kT B

: 3 6 : Opportumtles of the Industrial Sector

purchasmg power “The btggest lmphcanon of tlns emerglng middle class is
for lncreased consumptlo of goods and servrces such as consumer

2k




business/retail (both food and clothing); technology,); entertainment;
financial services; and healthcare. This has a spill-over effect into other

areas such as industrial investments, construction, infrastructure
development and agriculture. '

3.6.3 Growing Regional Markets

Regional economic communities such as EAC and COMESA provrde
immediate market opportunities to the Kenyan industry. Kenya is in an
advantageous position to exploit. the market opportunities created through

these regional economic blocks because of its fatrly large size of the
mdustrial sector in the reglon ST

3.6.4 Fast growmg Afrzcan Economy

Many ‘African - countries rely on the roIe of FDI in attammg thelr
development objectives of poverty reduction, . skills enhancement,

technological upgrading and market access. Ttis Imperatlve {0 note that from :
o 1969 10 2008, the combmed share ‘of China in’ ‘India in gfobal autput rose

from less than 7 to 24 per cent with projections to34 per cent by'2030."

: In addlt[on the share of consumpnon dropped in the North, while that of

emergmg couritries contmues to. grow rapldly as reflected in the growing

~ share‘of China and emerging economies in:global FDI flows and trade. The

increase in : economic growth of the: -emerging. econoies. has - affected.
demand patterns that are currently dictated by the conswmers in hi gh income.

-~ countries: resuI_tmg into a scramble for resources, particu -arly in Africa,
“which holds

Lo : '__.-mvestment flows provndes an’ opportumty for: Kenya to’ attract FDI 'and' '
L mcrease Value_added actmt:es targetmg the emergmg markets i :

3 6 5 Dtaspor___: mvestment mﬂaws »

-much_of  the Wortd’s untapped resources- ‘These: ‘global

31gn1ﬁcantly ThlS pollcy therefore prowdes measures for -
i ;mvestment opportumty-:for the: growth of the mdus

CHAPTER 4
BROAD POLICY INTERVENTION AREAS
4.1 Enabling Business Environment
4.1.1 Political stability

A long standing political unity and stability pr_mfic_les- assurance, Supports
consistency in planning and therefore is.a prerequisite fo; creating investor
confidence. Industrial development is 2 long term endeavour Vand__therefore
requires sustainable political stability and- commitment.” Under the
constitution, the government will continue to implement the framework for
security, . and.. reforms.. in the. fo!lowmg areas: . 5udlcxary, pohce,
admimstratron and leg;skature T

To ensure pohtlcal stablhty is mamtamed the government w:li

1. Continue to implement ‘the Kenyan constltutlon Wl’l!Ch pr(mdes a
: framework for pehtleai stablhty ST

2 Put i m p[ace measures for a demecraucally polmcak system that: is

issue-based, people- centred, resalts-oriented and accountable to:the

. public through continuous }udzc;afy reforms Pubhc Sectar refoms,
. and other reform initiatives.. e

Tlmeframe. Shm‘t ta medmm—term
412 Maemecanamm smbrkty

A stable, predictable and suppomve m&cmeeonomzc stab:hty is crltlcal for.
mdustuai"’ tion. The overall macroeconomic environment in the economy
ces mvestment deetsmns The ecorramy is Elherahzed and

: Ak - .mterventmns S;uccessful

: licy therefore requires coordination across a
ent department& as well as appropriate ergamzatmn and
al _;_cakEs f@r the effeetwe :«md effwlent ciehvery of




regulatory functions. With adoptlon of the constitution of Kenya 2010,

i f this will also require adequate inter- and intra-governmental coordrnanon
i at the National and County Government levels.

| The policy measures to be undertaken by the Government in addressing
b this will include:

l. Enactment of an enabling legisiation and establishment of the
National Industrial Development Commission with executive
powers to coordinate the 1mplementanon of industrial
development policies and programmes ' .

2. Strengthen- the commercial’ Justice” system wnthm the Judrcml
reforms to expedite business dispute resolut:ons

3. Restructure and strengthen mdustrtal regulatory 1nst1tutlons to_
ensure: effectlve 1mplementatron of pohcy 1n1t1atrves :

Lo VIRW tO enhancmg their capacity: in promotmg eqmtable industrial
.- _deveiopment at county levels T e

5 ‘Enactment of: leglslanon to’ address total factor productmty in lme-
with available best practrces e '

Tlmeframe Short-Medlum term "
414 Physwal Infmstructure

B -_plpelme, water and sewerage services ard [CT. services.

programs and prOJects addressmg physrcal 1nfrastructur
_Vlsnon 2030 S :

jUrgent 1mplementatton of the Sess snal “on
1Natzonal Transport Pottcy (INTP) of November 2010 ;

: ex:pansmn sdern _
'_Irports seaports: an‘di*ICT networks to industrial area

tpr ed i in this policy document,

e Strengthen ‘the " institutional - ‘linkages - between government.
- agencies at- National level, and the: County’ goverriments ‘with a. .

_-An adequate cost- effectlve and “efficient. physwaf mfrastructure is an

. important’ key enabler for growth and: sustamabtlrty of mdustrtahzanon -

.~ Physical infrastructure includes transport and fogistics systems road and” -
*rail networks, sea and' inland- waterways, air transport; energy’ supply, il

There are ongoing =~ -

e under the Kenya SO

on and marntenance of ':. R

areas of exrstmg and h:gh potentra[ for 1ndustna| _ R R |
i - T in order to hamess the resoareea
- specific_industrial and’ manufs

3. Fast tracking the expansmn and diversification of the potver
generation -and  provision of e]ean water resources in a: cost
effective manner. :

4. Provide a preferentjal but cost effective electricity and water tariffs
for heavy industrial consumers in key industries pnorrttzed in this
policy document

5.. Providing’ incentives for construction Znd fabrlcatton of cfﬂuent
- treatrment plants and solid waste management facilities in mdustrtai
&reas. S

6. Promoting the use. of ICT, in transport and logistics systems,
manufacturing processes and all industrial- related actmttes 10
enhance ¢ost et’fectweness and efﬁcreney

'Tenet‘rame, Meﬁmm—leng terttt
'e i 5 Avatlabthty ef Irtdttstmzl Land

: .The avadabdtty of . adequate and accessable mdustrtai land s a’ crucnal:
. factor for industrial deveiopment .The cost of land in Kenya is very high
~and discourages industrial dev )

Most ocal authortttes have not zoned and avatled m“dustnai land

ient and fereign direct investment.

"The government wril pursue ﬁtetollowmg pohey measures -

1. All counties will be required to zone and ava:l land for mdustrtal
devetopment

S 2, Estabttsh a land .bank for &conomic: development in lme w1th the
eenstttetton and Vision 203@ St L UL M

Ll :':‘“t*ttsaet"earae, ShertaMetimm tem
e High yatue_add' ion

_ ":%Qettya has a wide | range
Eain exploited ‘to- form the bas

S range of agrreuttura}' ‘
S _'_'_.addttton wrll also b

abie throughout the countty, regtom
lusters will be developed and
sustired in eeﬁiaboration with the National and’ county governments. The

o govemment erl pursue ttte follewmg pehcy measures TP




- 1. Natural and agricultural resources wrll no longer be exported in
-therr primary state.

‘2. Fast track tbe establishment of the Specral Economic Zones
(SEZs), Industrial Zones and SME Parks in l:ne with the Kenya
Vision 2030.

3. Develop approprlate incentive packages for the establrshment and
. dlspersron of industries across the countres -

4. Promote the establlshment of mdustrral scrence and technology
' parks -

Tlmeframe' Short-Medrum term R
4.3 Prlortty Industrral Sub-sectors

The policy: has 1dent1f1ed 22 Industrral Sub sectors as havrng potentlal for

- Industrial Development (See Annex I — List of Potential Industrial S ub-.
Sectors); Out_of - the 22 Industrial - Sub sectors, priority . industrial sub--
sectors have been. identified for development in the short, medium and -
long term, The priority: sub—sectors ‘will be selected based on potentialities
for contrrbutmg to industrial transformation’ deflned in the Kenya Vrsron'-_'

- 2030 and:based on the followrng characterrstlcs namely
) Comparatlve advantage o

Gy Competlt:vé advantage |
- ;(tu) Technologrcal mnovatlon

(lV) Industrlal lmkages and

b

L :_"_.::_3_'.'--__R'evievv}."'ailin'g LI

: a view of reviving.
those wrth profrtabllrty--:-'potentral-" and promote thelr product-_'_:_'_"-_- e

6. Develop initiatives that will attract major investment in advanced
manufacturing sub-sectors technology research and . prodiict
development

7. Promote -industrial - skills dev‘elopment for technologles
applrcatrons for advanced technology manufacturmg industries.

Priority 1ndustrlal sub-sectors can be broadly categorrzed mto
4.3.1 .Labour inténsive sectors’ ' '

These are sectors that take advantage of’ Kenya s Na_:'ral resource based
sectors. They include the followmg ' S :

4.3.1.1 Agro-processmg

Agrrculture is: the marnstay of the Kenyan economy and currentiy‘-'
represents 24% of the GDP. More than oe third of Kenya 8 agrlcultural_
produce is exported; and this accou s for 65% of Kenya s'total exports.
However, it has long been known that most-of the exports are in. raw. or
semi- processed form  meaning - that” producers_ ‘of_ Kenyan agr:cultural=

products do not reap as much benefrts as those _whoi-pt'ocess and grve_‘_

value- addrtron before re- exportmg to other destrnatron

In ‘order to- tap into- the;- potent;al ‘that lurk in: processmg Kenya s-;

agricultural . products and;.pmmdmg value addrtlon. before export the‘_

Government wrll

- Provrde mcentlves fo _mvestment in hlgh value_ processmg of
& :{ 'agrrcultural products ‘such’ as tea, ‘coffee,. pyrethrum, cotton, nuts,
e .:-ori crOps_ hrdes and skrns gum: Arabrca,;_ aloe vera: and_frurt crops,;




| Tiﬁﬁeframe: Short-term
4.3.1.2 Textiles and clothing

In Kenya, the textile and clothing mdustry comprlses ‘of two mam sub-
sectors namely: : _ -

(i) Textiles; covering cofton growing  and ginning, fabric
manufacture; including activities such as polymerization; spmmng,
_weaving, kmt‘tmg and wet processing,’ and. _ .

buttons, zippers and packagmg}

_largely because AGOA perrmts lmports of fabrlc from low cost producers
'm any part of the worid o . . :

5 Revwe ‘dead’ textlle mills and g

" incentives on capital equipment,

. region to maximize on eomparatwe advantage.

o prices.” . ¢ _
- 5. Ban: exportanon of cotton in _unp 'cessed an_
SR forms. 3 i

se.m :

(i) Apparel; which include: garments and clothlng accessones (labels :

'-Apparel manufacturing is the most v1brant part of the cham at the moment,.

,-___mea's' _'f_eé-' 'a_ref' t'o': be

3. Encourage the reglonal developrhent of:.textn e' wathm the EAC"._

.. Provide competitive: prices for cotton farmers, through the Cotton3 :
_ Development Authorlty (CoDA) m lme with znternational textlle

pfocessed? E

- 1. Strengthen the Leather Development Council.,
Revive and mainstream the Training and Production Centre for the

*Shoe Industry (TPCSIL) in order to promote techn:cal capacnty in
processing of leather products.

3. Strengthen the leather trammg and mcubatton
- KIRDI'and KITI. .

Ban lmportatlon of used leather products an
Ban the exportatlon of raw: hldes and skms

_ ntry S
2. Encourage the settmg up “of wea _ng__ and mlllmg plam:s through,}

_ gely depen ent on the avallablllty'
'”eel 'It has been establxshed that’ vast .
, including:

: and Fu ula EilStl‘lCtS;"

: Mel‘u Ikutha
‘There: are. also sma posi
_ Coastai regmn_._ LR

on in the devel pment
alr tries, including machine tool’ mdustry, orgmg_,
oo machinery and motor: vehnclea-assembly




8. Promote stoek

Develop an institutional framework to promote development of iron
and steel mills industries “in the country, within the framework of
. Kenya. stron 2030.

.- Establish a- coai power generatlon plant s

. Impose a ban on export of scrap. metal and iron ore..

1Ixng of the iron ore and lrmestone while initially
] nmg the coal and producmg the coke i

national and regronal demands The govemm‘ent has aiready_ tr_ated the !
- formulation of a ‘more ¢ detarled Kenya Natzonal Pha maceutical. Pohcy
'__-_(KNPP)Whose ob_|e e, 1 ; ;

o promote growth 111 pharm aceutical ex

include soil cultivation, planfing, fertilizing and pest control 1mgatronﬁ
harvesting/post-harvest, hay making, loading and mitking, :

In order to harvest the potential in this sub-sector while also directly i
complementmg the Kenya Vision-2030 asprrations for the: agrrbumness :
potential in. the country, the foilowrng poircy optrons wril ‘be” pursued
under this policy framework _

1. . Promotion: of the usage. of farm energy eﬁﬁcrent maehrnes and
.equrpment whrch reduce on energy expenses whrle mcreasmg
coTreturns. o .
B 2.-7_'_Workmg wrth the Mmr 'respons1ble for Fmance and other
. stakeholders" ‘to lobby - for3 e provision .of - tax exemptrons on
'5'.'1mported farm machrnes anc mplements SR :

_'_'_tractors in order o support grrculture and agro' based mdustrres‘
: -"_.;fwrth a view. to germmatlngf other ‘ancillar :
SMES" 2 : :

elf-su crency ""rrr

6 y ._ge and awareness campargns to ensure proper g
. “_:__;_understandmg of generrc medlcmes o




-Timeframe Medium-term. S
' 4 3.3 Advanced manufactunn?’ sectors

The predommance of - medium to high-tech. products in- global trade
's1gmﬁes the need for new advanced manufacturing processes. To ensure
Kenya is not left behmd the followmg prsorlty sub sectors WIH be pursued
: g term:

The government will pursue the following policy optlons

1.

Expand technical, vocational and cntrepreneurlal trammg designed
to . offer artisan, craftsmanship, technician, technologist. and

. engineering - training - for . industry  through Technical . and

Vocational, Education and Training (TVET) reforms..

Developa framework to prav;de and enhance sustamable lmkages
“between: tertlary and vocatl_ 1l tra i

mdustry

= R&D f@r contmuous acqulsﬁlon ndj 'prov1smn ef knowledge

.---Encourage prlvate seci I HIV
3-'-£§eveiopment_ ' '

resaurces for mdusmai develapment_and _compet}tlveness

cal human resource

3-_Ehd:u:s:t;ri_é;_l__

scsh@m,e_. ﬁj-fot :

' ceilence for
Small and

ackages to attract large




Tlmeframe. Medtum term
4.6 Market Access '

Access to markets is essentral for the development of the industrial séctor.

Kenya depends on a few traditional ‘export markets’ for-its’ industrial
~products. The: domesti¢ market for: ‘manfactured: goods is large but the

local capacrty to satisfy this market is limited. In order to promote market
“access for industrial products and, address the supply srde and demand
: srde constramts the government wﬂ} : S

SRl '_-Potzcy, and the mst:tutlonal framework to mamstream RECP

4., Strengthen the Anti- Counterfert Agency: and other mstrtu;w.rs
- involved in the fight against counterfert goods

5. _Develop a National Qualrty, Standards and Antl counterfelt Pollcy
to address the following:

‘@ © the responsrbrlltles of rmporter exportmg countrres shlppmg
¢ lines; clearing and forwarding agents-and government agents
- with - respect: to sub-standard, counterfert and ?ﬂ?:gal goods

: '-'rmported rnto Kenya : Ly

| (11) -graduated and progressrve standards conformrty for”local_
. Small and Medlum Industrres, and . : :

'-:;:':(ii-i)' Harmomze and streamlme levres charged by the regulato
: “agencies.” : i . :

_ 6 Fast track the enactment of a Natlonal Intellectual Property Polrcy -': .

i 7. 'Strenothen mstrtutronal capacrty for IPR and mcrease knowiedge':'._"" :

- and. awareness of IPR rssues and ltS lmportance to
- investors. Vi o

_ z Trmeframe Short-Medlum'* term :

8 Industmal Research Development and mnovatlon

-. Industrral Research and Development (R&D) as well as. mnovatron all_ S
-f-'play an important role in a modern: ‘economy- ‘where new. knowledge is .

. central in product dey

.  and Cleaner Productlon (RECP) isan: mtegral part: of SIS

L ﬂjdeveiopment aﬂd ensures CIeaner productto ‘practices in ndustries and SO

‘Resource Efficient
inable, mdustr:al SR

velopment and: new technoiogres_

L -:-;{"':Formu ate 'mechanrsms to faci ltat olla oratlorr wrth-the prrvate"

B _sector in research,; technoiogy-transfe" and- development

4; 'Mobihze resources fo Research and_Developmen

National ;Resource'Eﬂ' czency:"'and Cleaner ;.Productzon - e




3. Review and restructure the existing DFls with a view to re-.
capltahzatmn and strengthening their financing capacity for

6. Promote pnlet projects that demonstrate costs and beneﬁts of industiialization.

investment in cleaner production technologies.
Tnmeframe° Medium-long-term '

4.9 MSMIS Gmwth and Graduation i’er Eﬁdustrlal Expanswn 5. Provide incéntives to encourage Kenyans in the Digspora to invest

The Mlcm, Small and Medil m. Industries (MSMIS) sector is recognised as in industiial development.
the foundation of Kenya’s industrial ‘development. The: potential of the ‘i _ \ Sl M _
‘ sector has not been fuIly reailsed due toc 'ailenges’such as hmited access Tlm_gframe. Shprt-Mngm-term

4. Entcourage Co-operatives and Pension funds to invest in. industrial
development; and

research mstitutmns poor'pmduct quahty : and
_Eabour In order to:
. play- their role i 1
S foﬂowmg pohcyfmeasures will be pmsued

‘IS-: SO ‘that they
e!opme:n_te the




Development_Commrssron (NIDC) be established to- provrde I

SN elaborated

~ CHAPTERS
POLICY 'IMPLEMENTATION, MONITORING - AND
EVALUATION - SREE

5.1 lnstrtutlonal framework

The existing Framework for the development of the mdustrral seetor in.
Kenya cuts across various institutional arrangements and has resultéd.ina -
rather inefficient resource allocation as well noted cases of duphcatron of .. .
responsibilities  and efforts. To address this and ‘ensure’ ceffective -
coordination arrangements, the proposed institutional arrangements havej N

been made wrth three objectr'ves in mind, mcludmg

1. The ‘need o ensure. decentrahzatron whlle also facrlttatmg thei_"_'-."'
_delivery of efficient and cost effective services. - ]
- 2. The need to facilitate Public Private Partnershrps (PPPs) in pohcy':--_-_ S
formulation and rmplementatlon and ehsure the mvolvement ofall -
-~ stakeholders, andThe - need. - to facrhtate adequate access | to_'f AR

' lnfrastructure for mdustrlal deveIopment

It is also to be noted that the mstltutronaL framework has been desrgned t03 TR

-~ take into ‘consideration the. factors that have hindered -a ‘more- robust
industrial - “growth  and ~development - in. Kenya “The  success of oon
1mplementatron will therefore: largely depend on: strong pohtrcal will'and 0
commitment by the top pohcy making organs. of the ‘government: who are. o
in' turn expected to take firm- and resolute decrsrons on the sector s IR
development issues and prrorlttes ot L

Ine vrew of these factors it has been consrdered that the Natronai lndustrral i

-~ and: vision; “allocate resources, . set- targets as - ‘well - as- overs
- synchronize the - activities of all ‘the. different stakeholders’ as o
“his proposed mstrtutronal framework provrdes ST
down ‘and_bottom: -up: approach to issues ‘that would artse‘_ R

. for both top-

""__:'.-_'5-_'durmg the _'mpiernentat

. stakeholders

__O:ver" I, ..'the"Cornmrssron "de be expected._ to"'perform thef-'_:-i

1 Generate polrcy__m ovatlon_: that_ wrlI accelerate the pace of’._-f AT

7 Findustrialization. : : Lo
2. -Advice the Government on the strateglc mdustrral deveIopment;: ARG
' “models to pursue in llght of the dynamlcs in the mternatlonal L
busmess arena S e S




3. Through the relevant specialized agencies, direct research on

Figure 5.1 below provides the new institutional £ k.
thematic issues affecting . industrial development and propose _ Fivire .1 NS L et Lo o
) igure ationa ndus. H ] iaati
- appropriate interventions. o L Fremewerk | [rusaliations The new Insttutional

4. Provide routine advice and poticy dlrectlon or the admmtstrahon
of the Industrial Development Fund.

5. Receive, synthesize and evaluate pol}cy pr@posals from the _
Industry . Consultative . - Forum - and - make appr opnate > . el R
recommenéatxons Ehat can be passed on to the Cabmet ' R - NATIONAL COUNCIL FOR | || NATIONALECONOMIC AND. | .

KRS : : s - ; FIAEEN Pl R R : SMALE.EN:TER_P_RISES (NE;_SE}'. ) i

CABINET

"1 SOCIAL COUNEIE (NESC)

. NATIONAL }NDUSTR[A_ '
DEVELOPMENT.

lNSTITUTI()NS




;'-._'_-'_The pnvate secto
. résources and 1nve

5.1.1 ) Role of Govemment

The Government will provide the policy direction, support and monitor
implementation of the National Policy framework. Policy implementation
will -include the facilitation of a conducive business environment for
industries to strive as the country moves towards being the investment
destmatlon of choice.

For strategrc mdustrles that requue large fmancral outlays the government

-will seek strategic partners or enter into joint ventures. Financial support
will also be provided in areas where seed mnoney will be required, through
institutions-such as the DFIs; to stimulate the growth of selected industrial
sub-sectors “especially - those that have substantral socral and gconomic
potentlal mcluding MSES ' L :

"_The Government will also’ play a Ieadmg role in promotmg strateglc
industries with comparative and competitive and high investment potential

-'_‘for expansron, for: explortatlon by ‘both lTocal: and forergn investors:- Al‘l" .
~ institutional - framework - will - be  developed 'to facilitate - effectlve._; '
- 'coordmatlon of mdustrlal act1v1t1es for the sustamable growth of: the_ﬂ

' mdustry

" The government s overall responsrbrhty wrll therefore be to provrde an-
enabling policy: environment: to facilitate. ‘the creation | of a competltlve.

.- 1ndustrtal base that w1ll spu r 'ndustrlahzatlon and mvestment expansron.
N 5 L 2 RoIe of the anate Sector CAECEEL :

' DFIs has been to- provrde loans eqmty mvestment, loan guarantee

.' '.'."'..'.:_-'The Govemment re____ gn____ :

Lease and/or management Contracts; and Concess1ons Other specaflc-
roles of PPP arrangements include: :

I. Development and harmonization of ex1stmg PPP pOllClCS,'.
strategies and regulatory frameworks. Lo

2. Promotion of Public Private Partnersh1ps in the provnsron of ;'
mfrastructure and other services. -

3. Capamty Building for PPP development. -

5.2 anancml Requlrements

The reallsa‘tlon of sustamable and meanmgfui Industrral development
the. country requires’ access to. affordable long-term: finance. and credi

facrhtles JIndeed, acce531b1hty and” affordability -of- financial services is .
most crlltrcal to. the acceleration of industrial growth. Though the financ al
sector. ift Kenya is relatlvely well: developed the:limited access to formal -
financial products- and services, particularly for long term:fmancmglﬁ has ©
. inhibiteéd - the . competitiveness and growth of the " industria

Simila ly, the: ﬁnanmal institutions msrst on collateral hav_ hig
ra’te § reads and mﬂexrble securltrzatlon ' TR

venture capital and other financial ' services' to' various: sectors’ of th

o economy However over. the years;: there has been: dechnmg fundrng 10
'-_-'these mstltutlons resultmg i reduced capltal base for. lendmg ’-Theiﬁ_; D

t_ne_éhamsms for provision.
_strategrc mdus’mes fo ustalnable mdustrlal development

i 2 Re structurmg and re- caprtahzatron of DFIs

o b 3 Fast trackmg the enactment of the msolvency blll

4. :Provrsron of globally competitlve f:scal mcentlves for new'_"_._ B

: =""mdustrtal mvestments

5. 3. Momtorlng and'Evaluatron

proprrate commercsa _ 'loans to-_'-_'___* S

the rmportance of mltlatmg an effectwe e




CHAPTER 6
RECOMMENDATIONS.

The implementation of this Sessiconal Paper is ‘expected to provide
multiple benefits to the country that mclude

development partners in developing M&E systems: - A comprehensive.
monitoring and evaluation system facilitates identification of déviations
from set targets and takmg corrective measures.

In thls Pohcy Paper M&E takes plaee at three levels w1th elear defmation
of roles and expected outputs, At the national level, the Ministry .
responstble for industrialization” in collaboratlon with the NIDC will
develop a comprehensive togical framework to set the 1mplementatzon
process of this Policy Paper “The: log;eal framework w;llg“ spell out the
broad pohcy objectwes, strategic mterventions and _xpect

@

Contribute to the enwsaged annual GDP growth rate of 10 per ‘cent
per annum.

Reduce the current estimated unemployment levels from 53 5 per- :
cent to single digit levels. by 2030 PR AR :

Transform the country .into a middle income nation offermg hlgh'

quality of life through increased i mcomes and quallty servzce from::.
mdustriallzatlon : :

Max;mlzatlon of the Kenya s natural resotlfces through =h1gh' vaiue ::__'
addltion mc1eased competltiveness and productlwty'

Lo . 2 Growth of the other SECtors of the: economy a
Quarterly aﬂ d annual progr_ ss T eport .;;-.:._ ‘ _ backward linkages with many other sectors of the ec
1mplementatlon w:ll be produced at'th “the ' agnculture services, ICT; education, and tou

*  Considerable development of SClence Techn'

leadmg to &gmﬁcant mcrease m

The followmg are the recommendatlons bemg proposedto __P
action: : : : : '

"-_'I'.'.Approval o"f thi's 'S'essmal Paper to become the: Nanonal”-'.-_"7_'.':_-'.-_”-
s Industrfahzamon Pollcy _Framework for Kenya B

_:_'_'.::-::'_14,-:'-."_'_Vote for budgetary provnsaons for the deveiopm nt. of
CEED :_;‘Industrzal Sector L T




e e e

ANNEXES:
Annex 1 — List of potential Industrial Sub-sectors
‘1) Iron and Steel.
2) Machine Tools.and Spares.
3) Agro Machinery and Farm Implements.
4) Automotlve and Auto Parts -_
) 5) Agro processmg and Value Additron
. 6) _ Paper and Paper Products s
: 7) Textlles and Clothmg
] 8')'"_'Mrlk and Dalry Products
95".'Meat and Meat Products _ I
- 10) Leather and Leathcr Prodtlcts'."___ T g S
S II)Electrlcal and E!ectromcs g e

- 12) Mlnlng and Quarrymg
: ;_'-13) Ceramrcs products
i 14) Glass products

e ’15) Pharmaceuticals products

i 22) Nanotechno!og_yf.




