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CHAIRPERSON'S FOREWORD

The Sessional Paper No. 5 ol'2024 on thc National Crecn l"iscal lncentivcs Polic;- l]rantovork rras laid

on the Tablc olthe House by thc Leader ol'the Majoritl, Party on 6tr' Novcnrbcr 2024 antl thcrcaller stoo(l

committed to the Departmental Clonrmittec tln [nvirontnent. lrorcst and Mining.

The Paper seeks to steer Kerrya's ecotrorny onto a ticsircd lorv-carbott. clitnatc-r'csilicnt grcen

development pathlvay through a variety o{'fiscal and ecotronlic Incchlttristrts.

The Paper contains llve chaptcrs. Chaptcr One gives a hackuroLrnd on thc tllrcilts Poscd by clinratc ancl

other cnvironntental challcngcs, and Chaptcr-l'rvo highlights thc policr goals attLl thc gtridirrg Jrrinciplcs
underpinning thc policy. Chapter three provides the situational analvsis ol thc v(ttiotts scctots. inclLrding

disaster risk management, water and the blue econorny, health and sanitation, lirod. agriculttrlc. clectricitl'.
clean cooking, manufacturing, transport and rvastc managcmcnt. Chapter lbur otttlincs a scrics ol'grecn

fiscal policy actions of particular interest to thc governnre,rl oi Kenya. [.astl1'. ('haptcr [:ive cotrtaitls a

policy inrplcrrentfltion tnatrix which givcs thc policy/liscal action. lic)' pct lirrntltncc intlicators. antl lcrd

actors.

Following the placentcnt of advertisements in thc print nretlia otr (rrl'I)eccnrbcr 202-1. scekirrg prrhlic antl

stakeholder views on thc Scssional Paper pursuanr to n fliclc I l8( l) (h) ol'the Conslitulion arrd Standing

Ordcr 127(3 ). thc Cornmittec did not reccivc an1' tne nloratrdttt::.

The Colrmittcc also invited Ministrics. [)epartrncnt Agcncics (Ml)As) r'itls lcttcfs. l{til": NA/l)lX'/
EF&M/2025/4!, ltliF: NA/I)DCl LF&M12023t.12 tlarctl 3()rr' .,uh 2025, ltlilj: NA/l)l)c/
EF&M/2025/116, tlatcd 29tr, .lu11 2025, Iirr nrccting. lhc ('ontnrittcc rccciVctl sulrtttissiorts lioln thc

tbllorling MDAs:
i) The National Treasury.
ii) Ministr'1' ol'llnvirotme trt. lrorcstry' antl ('lirnatc Changc.
iii) 'fhe State Dcpartment lor Forcstry.
iv) 'fhe n ttorney General.

The Committee, having considered the Sessional Papcr No. 5 ol'2024 on tlrc Natitttral (lrccn Iiscttl
lncentives l'olic1' l"ramervork. unanitnously- resolvcd that it hc:tdoptcd.

Thc Committee is gratelul to thc Offices ot-the Spakcr and thc C'lcrk ol'thc Nxtionol Assernbl;- l'trr the

logistical and technical support accorded to it cluring its sittings. F inally, I rvish to cxpl'css t.lty appreciation

to tlre Honorable Members of'the Committee and Sccretariat who tnade usctirl contribtrtiotrs torvnrds tlrc

consideration and production of this report.

On bchalf of thc Dcpartntcntal C'ornnrittee on Environnrcnt, I:orcstrr and \lining and pursuilnt to
provisions olstanding Order 127 (4). it is nry plclsure anrl horlor.r'lo prcscrtt l() this lloLrsc thc Rcport ol

the Commitlee on its consideration of the Sessional Papcr No. 5 o1 2024 on thc Naliortal (ireen l:iscal

lncentives Pol icy Framcwork.

HON. VINCENT MUSYOKA MUSATJ, CI}S, MP
CTIAIRPERSON, DEPAII'TMENTAI, COMMIT'I'EE ON ENVIRONMIiN'I', F0IUiSTITY ANI)

MINING
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"r 
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PART ONE
I.() PREFACE

I.I ESTABLISHMENT OF THE COMMITTEE

The Departtnental Comnrittee on Environment, Forestry and Mining is one of the twenty. Departmental

Cornrniitees of tle National Asscmbly established under Standing Order 216, whose mandate

pursuant to the Standing Order 216 (5) is as follorvs:

I'

t'.

,-T.

To intcstigate, inquire inlo, and reporl on all matlers relating to llrc mandale,

munagemcnl, aclivitics, adminislrution, operolion.t and e.\limatcs of the assigned minislries

and depurtnrcnls:
'fo stucly the progrutnme untl policy obieclives q/' Minislries dnd departmenls and the

e.flect ivcne.ss oI thc ir i m ple menlal ion :

i)n tt quurlerll, husis, ttrottilor and reporl on lhe implementation of the national budget in

respcL'l 0f ils tnunlulc,'
'lo slttdt'ond rerict'all the lcgislulion rcferred to it;
'lit stu(h,, us.sess ctntl unalYsc lhe relalivc succe.\s of the Ministries and elepurttnenls as

mcusttretl h1'thc rcsult.s obtuined cts antparcd u'ilh lheir stated objective's:
't'o intcstiSate und inquirc inlo all ntulters relating to the assigned Ministries and

dePorttnents d.\ thcv ntuv deem neccssar)r' and as may fic refeted to them by the flouse:

To |ct and report on ull appointnrcnls u'hcrc the Constitution or any law requires llte

Nationul A.ssemhllt to .tpprola, cxcepl lhose under standing ortler 204 (commillee on

uppoitll ntcrlls);
'l1t c-ramine lrcdtics, agrce lant,t and convenliotts:
'['o nuke rcports antl racommendatiotrs lo lhc Hou,te u.s oflen as possible, including

re co m me nclctl ion of proposcd legislal io n ;
kt consirler rcport.s of Contntissions and lndependent oflices submilted lo the Houo'e

prnfudnl lo lhe provisions q/ Articlc 254 of the Conslitulion: and
-'fit 

cxuminc u,^'qucslions raised h1' Memhers on a maltcr $'ilhin its nrundale '

1.2 MANDATE OF THE COMMITTEE

2. ln accordance r.vith thc Sccond Schedule to the Standing Orders, the Committee is mandated to

consider ntatters relalcd to climate change. environment management and conservation, forestry,

mining and natural resources. pollution and waste managelnent'

3. In exccuting its rnandate. thc Cornrnittee oversees the Ministry of Environment, Climate Change and

Forestry arrd the State Department for Mining.

r,=: :ziSr7,irrqf ir'-@
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I.3 COMMITTEEMEMBERSHIP
4. The Departmental Committee on Environment, foreslry and Mining was constitr.rtcd by the Ilouse on

27th October 2022 and on 5'r'March 2025 and conrprises thc lbllorving Mcnrtrcrs:

ChairJrcrson
I-lon. (Eng.) Vinccnt Mirsyoka Musatt. Ml)

Mrvala ('orrstitrrtncl

UDA Purty

Vice-Chairperson
Hon. Charlcs KamLtren. MP
Baringo SoLrth Constituency

UDA Party

Mcnrbers

llon. Mbalu Jessica Nduku Kiko, CBS, MP
Kibrvezi East Constilucncy
WDP Party

llon. Mwanyanje Gcrtrudc Mbc1,Lr. MP
Kilili County
ODM l)artv

Hon. lliribae Said Buya, MP
Calole Constituency
ODM Partv

Hon. Salim Feisal Bader, MP
Msambweni Constituency
UDA Party

Hon. Enrathe Joseph Namuar, Ml'
Turkana Central Constituency
UDA Partv

I lon. N4ohantccl AIi Mohanrccl. M [)

Nyali Constitucncy
[.ll)A l'artv

I lon- Masilo FatLrrra I lanrisi- M l)

l(rvale C'ountl'
() l)lVl I'lrtv

l lorr. 'l'itus l-otce. N4lt

Kacheliba Constituenc1'
KUP I'artv

l-lon. Mohamed l'ubi llidu. MI'
lsiolo Soutlr Constitucncy
Jubilcc llarh'

llon. Yakrrb Adorv KLrno. N1l)

Bura Constituerrcv
PIA Part

Hon. Joseph Wainaina lraya, M[)
Nonrinated
UDA Partv

Hon. Kemei Beatrice Chepngeno, MP
Kericho County
UDA Partv

Hon. Charity Kathambi Chepkwony, MP
Njoro Constituency
UDA Partv

liI'
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1.4 COMMITTEESECRETARIAT
5. The Committee is facilitated by the lbllowing staff

Ms. Hellen Ekadeli
Scnior Clerk Assistant/Head of Secretariat

Ms. Melcy Wanyonyi
Senior Lcgal Counsel

Dr. Joseph Kuria
Research Officer III

Mr. Stephen Otieno
Senior Sergeant-At-Arms

Mr. Eric Ogola
Public Communications Oflicer III

L"BlEr.;:t r.i :

Mr. Hamdi Hassan Mohamed
Clerk Assistant III

Ms. Nancy Chamunga
Fiscal Analyst II

Mr. Kevin Obilo
Media Relations Ollicer III
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PART TWO

2.0 CONSIDI,ITATION OF SESSIONAL PAPER NO.5 OF 2O2d oN 1'I{I.] NA'I'I()NAL (;IIIIEN
FISCAI, INCENTIVES POLICY FITAMIIWOITK

2.1 BACKGROUNDINFORMATION

6. Kenya lras rnadc significant pl'ogrcss in moving to\\'ald l grecn lrrrl [rlLrc dcvcloptrcttt l.rittltrrat. as

sustainable natural resource utilization. inclutling malirr,"- antl atptalic resoutccs. is cntbctldctl in tltc
Constitution. l'lre Green ccot'lot'r.l)' has bec'n rnainstrcarlctl in thc i\4 l l's atttl ('ottntr Intcsrilte'd

Developmcnt I'lans (Cl DPs).

7. Under the Clirnate Change Act 2016. the govenment is rctluircd to clcvekrp live-1car NCCAPs to
guidc thc rnainstrearning ofadaptation and !nitigatiorl actions int() llrc sect()r litnctions ol'tltc national

and county governments. The NCCAI'. covering the pcriotl 20 ltl to 2012. itlcntilles a scrics ol'acliotts
Ibr governlrent ancl other stalicholclers, rvith a particulal lbcus on atlaptrtliru.-l'hc NCCA. covct'itlg
7l)23 to 2027. has thc main goal ol'prornoting Kcnf l's sLrslainablc rlcrcloptrcnt b1 providing

mccttanisnts and measures to achicvc low-carbon. clirnatc-rcsilicttt dcvcloptttettt. 
-l hc Action l)latt

idcntitlcs the lbllorving eight priority areas. r!hcrc actions artrl largctcd n'rcasurcs ttcccl to bc

implcnrentcd: disastcr risk tnnnagcm0nt: Itxrd and nutlition sccttritr': rrlttct. llshcrics itnd [rlLrc

cconotnyi fbrestrl'. rvildlil'c irnd tourisn.r: lrcal(lr. sanitation antl hrrrnan sctllcnrctrts: tnattttlitctttring:
cncrgy and transporl: chilclrcrr antl louth.

8. -t'hc National Policy on Clintatc lrinancc (2018)- providctl a clcar tlircction on tttccltatlisnrs lirr
cnhanc,-'d mobilization ol'clin:atc llnaltcc ljrrrr all soLrrccs: prirutc. pLrtrlic. rrtLrltilltcral Atcttcics.
bilatcral. philanthropic. etc., to linancc Kenva's up(latcd NlX antl N( ('Al's. Ihe policl tccottt tttettdcrl

the devcloprlent ofgrccn liscal incentivc ;rolicics to clllal)'rc thc pli\ irtc sectoI to llnance tltc tratlsition
lo ir low-carbon and climate-resilient devsloptnent pnth.

9. 'Ihcrc is a range ol llrther spcci,lc policies that providc lirr glccn grorvtlt and sttstairrahlc naturltl

resource tlanagement. including thc Environrncntal Managcrlcnt rrtd Coortlinatiott Act. 1999 and thc

Sustainable Waste Managcntcrrt I)olicv itnd Sustainable \f'lstc Mittlagctrtcnt Act.20l2.

Z.Z POLICY GOALS ANI) GUIDING PIIINCIPLI'S
10.'t-he goal ol'this policy is to identill and prioritize the inrplcnrcntation ol'a cohcrctrl sttite ol grccrt

fiscal actions thal will enable Kenya to exploit the opportunitics lirr accclerating the transition to u

low-cmissions development pathway while enhancing clinrale rcsilicncc:rnd cnsuring cnvironntctrlal
sustainability.

I l.'l'he specific objectives ol'the policy are to:
i) Direct governmenl planning. budgeting and spcnd ing/procr.r [cn'rcr1t to\!irrd sr0cn productiotr

and consumption.
ii) Provide a franrcwork lbr liscal incentivus to attracl privatc scctor invcsln]cn1 intrt a lttrv-carhott

enlission, clinrate-rcsilicnt atnd cnvironntentalll sustainablc ccotlolll\'.
iii) Provide a framework fbr generating additional rcvenrc streunls l'or lhe govcnrnrcnt.

12. ln seeking to achieve this goal, nine principles lrave inlirrntc'd tltc tlcvcloptrettt ol'the grolicy to datc

and will guide the implementation of the spccilic actions this policy fi'arlcrvolk itlcntillcs:

Reporl on Consideration of Sessionol Paper No. 5 of 2024 on lhe N lional Green Fiscnl
Incentives Policy Framework.
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i) Prcd icta bilitl': 'l'he policl $.ill provide greater certainty il'l govcrulnent policy to encourage

highcl private soctor invcstntcnt in green gr'owth. Sunsct clauscs 1b[ phasing out incentive

schcrnes rvill be dcvc'lopcil to providc certaintv lor the investors.
ii) Cost-cffcctivcncss: 'l'lrc policy rvill prontote tiscal rneasures that trtaxinrizc value lirr ntoncy

rvhile cnsu ring sustairrablc gror.vth.

iii) Pollutcr-pays:1-hc policy rvill plovide rvays ol'allocating the costs ol- pollution prcvention

and cuntrol to pollutct's to ct]c()rtragc thc rational use of scarcc etrviron tttcnta I resources by

evoking the l'olluter I':t1s l)rinciple (l'l'[').
iv) (lohcrcncc: 'l'hc indivitlLral actions developccl untler this policy rvill be additional. l'here rvill

bc a lircrrs on both cnsuring that all policies are alignecl to achievc tltc samc objectivc and on

avoidin g unnccessar)' pol ic1' duplicatiotr or ove-rlap.

v) (irnsultativc: Thc policl and its individual actions are developcd in a consultativc tnanner.

dri.rsing orr thc lirll rangc ol'cxpcrtisc rvithin Kerrya and internationalll'. allowing those rvho

rvill hc botlr positivcll,and ncgntivel)' aflcctcd try potcntial cltanges to c.\press their perspcctive

antl to lrrr c art opportLttritv to suggcst itrt provctttct't [s.

vil Inclusivr:ness: -l'hc policl- and its act.ions rvill pronrotc the participation ot'privatc' investors

and ctrnrnunitics. including srnall-, nrcdiunt- and large-scalt- cntcrprises. 'l"his will, in turn.

supporl the g()ventntcllt's crnplo) n'lct'rt and rlcllth-creation iniriatives. 'l"his is consistcnt with
thc lll; l A. rvhiclr la1's cntpltasis on lcavirlg no onc bchind.

vii)Transprrrcncl rnd uccountlbilitl': Spcnding on grccn liscal policies and arrv rcventtcs raised

rlill he rnlnagctl in linc rvith thc provisions ol'thc Conslitutiort ofKcnya and the I'Lrblic Finance

Milnilgcnrcnt (l'l:M) r\ct (2012) on sound public expcnditure managcl'n!'nt-
viii) I.,quit1': 

.l 
he policv and its individual actions rvill prornole reallocation and rcdistribution

ol'r'csourccs rvhilc taking cogrrizlrrcc ol'lhc ncctls of the niost vulnerablc scctttrs and lttcmbers

ol'socictr .

ix) Sustainabilit-"-: 
-t-hc Policl rvill provide an opportunitv to rncct ccotlotl'tic. cnvironnrcntal atrd

soc ia I rrccd s ol'thc prcscrrl rr itltorrt corrr proll ising thc abilitl of lutut c generations to nleet thcir
orvlt ttcc-rls.

2.3 'I'III.]MATI(] P0LI(]}' ARIIAS IN 'I'I{Ii NATIONAL GREEN FISCA[, INCENTIVES
I'OLICY l"ltr\l\'l t'l\\'() ItK
l.l. Ihc Polic) areas in thc ll'alncrvork inclrrclc: I)isastct lisk rranagctlcnt; Water antl thc blrtc econonlyl

I lealth and sanilltiorr: l:ootl. tgriculttrrc and nLrtrition scculity: l;orests. rvildlile and touristn: Ilttnlatl
scttlclrcnts antl irrllastructurc: Elcctricit],; Clean cooking: Manu litcturirtgi l.rallsport and Wastc

ntanll!cntcnt.

14. l lrc lirllorr irrg atc policr actiorts in tltc clcven ( I l) sectors

2.3.1 l) islstcr llisk Managcrncnt
l5. l'lrc national arrtl countl.govcrnnrcnts vvill pLtrsuc thu lbllorving actions to letlucc the devaslating

inrpact ol' c linrlle-rclatr'd disasters in Kcnva.
i) Flood control nrclsurcs: 't o acldrcss the problenr ol pcrcrrnial floocls and rclated risks.

(tlc ltevcnlnlcnt rvill put in place mcasules to increase tirnding and stratcgically

ilnPlcmr.:nt prcvcntativc lesilictrcc. nrcasurcs lbr Ilood control Pro.iects suclr as dikcs.
(leulrs. catchrncnt and Iipalian rcscrvcs.

ii) Pronrotc cr6p utrtl liveslock insurancc:'l'o cushion I'arlncrs lront loss ol'crops and

lilcstock. tlte govcrrlrncnt. in collaboration ivith insLrrancc providcrs. rvill put in placc

Report on Considcruliou o.f Scssionol Popcr No. 5 of 2024 on lhc Nolionul Gree,r Fi!'^cal

In cenl ives Pol it'y Fru nrcx'ork.



measures to scale up climate-oriented insurance programs. 'l his will irrcludc a

consideration of rvhcther to prr:vide additional subsidics to rcdrrcc tl.tc cost ol insttrancc

lbr farnrers rvithout discouraging appropriatc risk-retluction bcltavior. lt sill also inclLrdc

options litr thc dcsign ot- innol,ativc l'cathcr-bascd ittsuritncc prorlttcts. 
.l 

he qovcrttttrcnt

rvill also considcr options li)r incrcasing a\vflr'cnsss. crlucatiott arttl traitritrg arountl thc

rolc and valuc ofcrop and livcstock insLrrancc. cspccialll itt tltc provisiotr ol'agrictrltLlral
cxlcnsiorl serviccs.tt the county lcvel.

iii) Disaster risk financing: To r-'nsurc that it has sulllcisnt llnds to lcspond to inevitable

disasters. thc governrnetlt will promotc thc usc ol innovativc tlisrslul risli-linattcing
instrunlents like catastrophe (CA'l ) bonds. risk pools and coutin-ucrtcl [rotttls as ucll as

sovereigrr and sLrbnational lcvel disastcr nrflnrgcrnent lrrntis. lhis rlill be cottrplclrtcntcd

by the Kenya Sovereign Creen Bond lrramework. r.vltich providcs a clcar sct ol'protocols
lor identilying the responsibilities ofdifferent stakeholders in relation to thc uso ofsuch
linancing in the event of a disaster.

iv) Climate information scrvices: To enhance clinrate inlirrmation scrviccs. Lltc trational

and county govcrntnenls rvill incrcasc f'unclirrg firr rlctcorological sctvices und liarl-,-

Warning Systcnrs (liWS) arrd climltc inlirrrnatiou s.vstertts. inclLrtling tltc tlissctnittittion
ol rveallrcr inlirrnration, and provision ol'tax inccntivcs lilr carll rrutnitrg cclttiptllctrt.

v) ComJrensation fund for clinratc inrp:rcts: To cushiotr vulttcrablc atrtl tttlrgittllizctl
conrntunities trorn the cflects ol'eNtreutc \\'euthcr antl clinratc-rclatctl clcnts. tltc
govcrntncnt rvill increasc lirntlirrg lirl rcsilicncc-bLrilrlirr-u arttl sll'ctr tlct l)r()glilnls.

2.3.2 Wittcr atrtl thc liluc liconontv
l(r. -l o botlr retltrce the risl(s that clirnatc change poscs t() thc cor.rltr\''s \\iltcr [cs()tlrccs illlrl to c\Pl()il

its hugc bluc econolll\ potcntial. thc national lnd crtutttl SOvcnltttcnts trill trntlcl'tllkc thc lirllorrin!r
actions.

i) Enhancc rvater han,esting nnd storugc:'l o adclrcss \\i.ltcr sholtagcs. thc nalioncl nd

county govertrntents will implentent Ilscal rlearsures to cnhzrnce tcquisition. allirrdabiliLy

and acccss olequiprnent used lbr rvatcr harvesli[rg.rnd storagc including roo l' catcl]l'llcnt.

water storage trnks, ensure strict quality controls 0rr lvatcr storagc lauks, constructiotr ol-

undcrground tanks. dikes and gabions in llood-prttnc arcas.

ii) I,rontotc $,atcr usc efficicncl,: lil cnsurc sustainable usc ol'thc aV ilahlc \\iltcr rcsotlrccs-

the national and cout'lty govcrnmct'rts rvill institutc Iiscal nrcasLtrcs l'rrr ittttovations atrtl

equipnrcnt that promotc rvater saving. etficicnt usc. arrtl indLrstrial wastc\\'lltcr rccy'cling

and trcatnrcnl. 1'hc governnrents rvill also cxplole the currellt sysleln ()f'water charging.

rvith the intention ofdeveloping a set of \valer tarill\ that providc the right incentives lirr
water use etficicncy.

iii) Elinrination of invasivc spccics: llrc nirtionll and coun(\' t.lovcnlncttts sill sttpport

lcsearclr. tcchnology and inrrovations in thc sustainahlc nlanagcnrcnl ol'ittritsilc spc'cics

such as rvater hyac inth.
iv) Promote sustainable fishing and restoration ofcoastal :rnd frcshn:rtcr ecosl'stcnrs:-l-o

address the challenge caused by uncorrtrollcd and unsustainable lishirtg. thc govcrnlrlcnt

will impose tax measures on large-scalc tishirrg companics ancl trl*'lcrs. Additionally, the

governmenr will introduce lishing quotas to establish quantitativc upper linrits lirl lishing
catches, with quota rights either being non-tradablc or truclablc. ln aticlition' along. the

governmcnt rvill put in place fiscal mcasurcs l-ol thc rcstoration o['shallorr coastal $' tcr
ecosystems, such as mangroves, tidal ntarsltes and scagrass bccls. Sccond. thc goverllmellt
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\\ill pronl()tc sustainat)lc lishing along the Kenvan coast. Quotas rvould establish

tluantirnrivc Lrpper linrits Ior lishing catchcs. $'ith quota rights either bcing non-tradable (as

is the clsc irr Nanribia) or tradable (as is the case in lccland). Quota policies rvorrld be

hudgct-truuttal il distlitlutsi:i ttrr fiec, or a source ol govcrnt.nent revcntle if auctitlned.

Sirnillr rrrcasurcs rvill lrc instituted on thc licsh\.vater lakcs such as Victoria, Naivasha. L.

13arirrgo. 1.. Irrlkana. arlong tlthers.
r ) llestorc rlcgradctl tlcltas rrntl nctlirnds: \\'ctlands arc esserltial lif'e-support svstems and

plav a vital role itt cotrltollitrg \v:Itcl c\clcs. lloscver. a grou'ing popLllation. together rvith

thc necd Iirr irrclcascd agricultural plotlLrction. has led to substantial pressurc on the dcltas

arrtl rvctlarrcis. lrr vielv ol'this. tltc govcrnurcnt rvill dcvclop I'iscal instrutnents such as P[]S

Lo pronlolc privatc sccror purlicipalion in thc restoratiort of'dcgraded dcltas and rvctlands.

ri) l'rotcct rilurian land in aritl and scnti-:rritl arcas: ltl ()rder to pl'olllote sand storagc

tllrrrs antl \\ntcr pans lirl livcsttrck and srnall-scale cultivatiorl. tlle govcrtlntcnt rvill providc

tn enlbling cnv;rolln'lclrt thtough inccntivcs torvards thesc adaplation prograll'ls.
,,,ii)lrrovi<lc grccn shorc potr,cr 2ls a viablc altcrnativc to contributc to cmissiotls

rctluctitrrs at l(cnyl's soitPorts: ln order to promotc invcstment in cold ironing as an

altcrnativc r,llarine po$,cr 10 cover thc cnergy dernands ol'ships calling itl thc ports. the

u()ve1ln1c1t rvill considcr ltroviding incctrtivcs (o investors itr green shorc po\\er sLlppl)'

r iii) l,rovision of apJrropriate l-eccl)tion ficilities for thc control of enrissions from
ships: -l 

o cont[ol Gtl(i clrrissions lionr thc anticip0tcd irrcreasc itt thc trulrrber of'vesscls

c()ntitlg to Kcrrl,a dLrc to tlre c.\pansion olthe l)ort ol'MonrL'rasa attd the colls(ruction o1-thc

l.ulnu l)rrrt. tl'rc govcn'lnlcnt lill pronrotc tlrc cstablishnrent ofvessel rcception lacilities
tlrat rrill cnsut'c ()z()nc tlcplctirrg substunccs and vessel c(luipnlcnt contailling such arc

Ititrrr.l lctl uttrl,.1 isposctl ll.rpropriatclr .

2.3.1 llcalth lnrl Sanitltion
17. I{ecogrrizing tlrc thrcals thlt climatc clrangc arrd r.rther cnvitotttncntal risks posc to the Ircaltlt ol'

Kcrrlans. (llc govcr.tlntent rvill Lrndcrtll<c thc folloning actions.
i) Conrhal incrcascd incidcncc of nrirlaria and other vcctor-borne tliscascs: Clinlatc

changc has rcsrrltctl in lrr incrcasc irr thc nurnber ol'cascs of rnalaria. 
-l-he national and

count\ t()\rcn)llrcrrts *ill provide lirncling Ibr rescarch and innovation to c()lttrol

rlosrlriltrcs irr an envirorrrrrcntalll fiicntlly rrilnner. to help col.nbat thc ittcreased tnalaria
i nc idc ncc.

ii) Ilantlling & tlisposal of h:rzardous & toxic nastc: llazardous \Yitslc posL-s a thrcat t()

both hunran [culth and thc crlr'ironrnent s'hen handlctl inrproperll'. Ihc- national

!()\clnnlcnt. rrorkint $ ilh eourrtr govc lll'tcnts. rvill put in placc and/tlr itrlplelncnt t,lrttrc

flnuncilllr prrnitive ntcasLrrcs lol irlpropcr handling ol' hazarclotts ntatcrials sttch :ts

nrcrcur.). cr artitlc atrr.l lcarl.
iii) l,16ntotc cncrgy, efficicncl in hcalth lacilitics: lrrrcrg-"- is a prercquisite to qualitv

hcalthcarc. sircn tlrat nrrrst Iile-sar,int rrr,..tlical equiprlcnt t'c(lttircs P()wcr to oPcratc.

llarinl crrcrgr -cl'llcicrrr rnctlical etluiprrrcnt sill hclp irrprovc acccss antl availahilit-r' ol'
qrralitv and ullirrdablc hcaltlrcalc. l'llc govclrlnrent rvill provicle tlscal iucentives lilr thc

inrportrti()n ol'cnerul'-cllicicnt ntetlical ctlLriprncnt. Adciitionalll. thc ttatiortal and coLlnty

qovcltlntcnts rrill srrpporr rlrc installation ol'rcncu,able encrgl'standalurtc ttt tti ol'l:tt'id
s_r'stern s in hcalth lacilitics.

ir ) Pronrotc usc of organic pesticitlcs: 'l'hc cxccssivc usc ol'inorganic/harrnful pesticidcs

poses l thrcat to hunrtn hcalth arrcl thc cnvironrnent. espccialll' rvith prolonged use and

c\posurc. In arltlition. using sLrch pesticidcs c()ntributes to an itrcrcasc in lcttte respitittory
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infections from the resulting air pollution. Pronroting thc usc of cnvirorrntcntally liiendly.
bio-degradable pesticides will help rcducc lhe cffects of irtorgan ic/harnr l'trl pcsticides. 'l'hc

national and county governmcnts rvill thcrclirre provitlc tiscal incclrtivcs to prol'llotc

production, preferential ptocurctrent and usc of organic pcsticidcs sttch as ;'r1't cthrunr-

bascd (pyrcthrin).
v) Support survcillancc of clinratc-rcl:rtcd hcalth risks: -['hc cl'lccts ol'clirttatc change u ill

lead to incrcascd emergencc antl re-enrergcncc ol'discasc outbrcaks strclr as Nlalaria. llili
Valley Fcver and the East Coast Fever. ln rcsponse. thc national art(l cottnt) govcrllmcnts

will providc tinancial support by allocating lirnds to thc survcillancc ol'clirttatc-rclatcd
health risks.

7.3.4 Agriculture, Food, nnd Nutrition Sccuritl'
18. The agriculture sector is both exceptiorrally sensitivc $ clirnate changc, tvlticlt itr turrl threatcns thc

food security ol Kenya's vulnerable population. and a significant sourcc of'Cl lC ctnissions. lt is also

a source ol, and is exposed to, a range ol't'urther cnvironnrcntal risks. I'he goverttnrent lvill therelirrc

explorc a rangc of liscal policy responsc tncasutes. as lirllorvs:
i) Wntcr-saving irrigation s)stcms rnd striltcgies. Ovcrrcliirtrcc on rnilt-lctl rllrictlltttre alltl

outdaled nun-rvatcr-sav ing irrigation tcchnologics hanrpcrs ail:rptahilitl t() clillliltc changc

lor farmsrs. The Covernnrenl rvill suppolt irrrrovatitlrts in thc tlcvcloprtlellt ol' \\'at!'l'

harvesting and irrigation infiastructure, incluclirrg drip ilrigation systctlts atld strategics likc
dcficit irrigation and partial root zonc drf ing are tccltrtologics '"!ith potctrtial lirr savittg

rvatcr. rlhic| rvill be bcncllcial cornpirretl rvitlr thc splirrklc'r irrigation syslcrrl ctlrrcllll)
ruscd bv Ihrrncrs.'l'lrc golcrrrnrcnt rr ill thcrclilc pror idc irrccntivcs t() pronlotc lecllnologics
lirr rr :rtcr-c l fi cicnt irriqiltiort s\ stcnts.

ii) licrluction of post-hlrvcst losscs: 'l'o rcdLrcc post-harvcsl Iosscs. thc uovcrttnrcnt rrill
pt'otl.totc aglo-processing anti providc inccrttives that arc aintctl al incrcilsitlg lttltlption ol'

pr)st-harvest storage tcchnologies and ecluipnrenl. sLrch as cooling pl rlts- oll-l:lrm storagc

tcchnologics. such as hcrmctic bags.

iii) Grecn tcchnology in crop production. lhc llll potcntial ol'alablc larrtl productivitf in

Kenya has not yet been rcalizcd. Morcovcr, it is rarc' actttss Kenla t(t at)pl\ and utilizc
grcen technologies and strategies to pronr()lc sustairtablc protlLrctivitv. cvcn tlttlrtgh lhcsc

rneasures would improve ibod security. 'l'hc govcnrnrcnt rvill inccrrtivizc thc [lsc ol'glcct'l

tcchnology and the applicati()n ol' sustainablr.- strategics in agricultttral lttodttctiotr. llr

particular, thc policy rvill pronrotc. throuuh liscal policy itttcn,cnti<ttrs tllc ttsc ol'illteqratc(l
crop managcntent technology, organic lhrnring arrd tltc usc of' lou'-carhott ctttissiott

equipment fbr cu ltivation
iv) Livestock production. The governrnent lvillcxplore opportunities ancl Irscal irlccntives lo

promote the adoption of improved adaptive and resilicnce technologics to incrcasc

liveslock production and productivit), b1 2030. Additionalll'. thc Pl;S. rvill also ltavc a

strong inlpact on the l nd-usc dccisions and practiccs ol'fitrrncrs itcr()ss tltc e()untr\.
v) Coopcmtivc dcvelopnrcnt lnd clinrutc-slrrart,griculturxl t)rncticcs:'l ltis policl rvill

incentivize cot)pcrative developrnent anci plLrricntial manlgcrrcnt tlrrotrglr thc ;lrovisiott ol'
pertbrmancc-based coopcrative grants and conccssional loans. lhis rvill suppolt

advancements, including land consolidatlon and nrcchaniz:ttion atrd.lrcncc. pronrotc largc-

scale crop, livcstock and fisherics production and valuc adtlition,
vi) Dcgradcd land rchabilitation: Thc govcnlnrent rvill also cxplore atrd inlroducc

opportunitics for govcrnDtent programs t(l pr()tcct and rchabilitate tlcgrittlctl lantls. sLrch as

gljii i:'' :
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thc dcg|adccl landscape rcstoration clcal schctttc (DDLARES). so that thcy can hc used lbr
suslainable agricu ltu re.

2.1.5 Forcstrr', Wildlife :rnrl Tourisnt
19. Forestr\.. rliltllil'c and rourisur are at the lbreliont of both Kenya's rlitigation and adaptation cf1'orts.

'l'hc prrrposctl liscal rctions lbr thc lbtestr)'sector include the Ibllorving:
i) Inccntilizc trcc gro$'ing antl nran:rgemcnt. The governntcnt rvill promole trec grolvitrg.

ntanagcnrent and plotection ol'gazetted I'oresl.s to increase lirrest covcr to l0ol0. 'l'his r"voLrld

also tcstore and corrservc watcr towers. "l"hc governnlent rcconttncnds planting on hoth

public antl [rivatc land.
ii) Ecokrgical Fiscll 'fransfu's (liF'l's): l'he National 'l"reatsury turd the Ministry of

Envilopntcnl arrd lrorcsrrl,uill rrork rrith the (lornntissiort rttt ll.cvcttttc Allocation (CRA)

t() colrc up rvitlr an I'll:'l palantctcr in the revenuc sharing lotntula tbr allocating ntorc

rcsolrccs lo sttcngthen the capacitv ol the counties in preserving environmetrtal and

ccolrrsical liut ct iutts.
iii) Pavnrcnt li)r licosystcnl Scrviccs (l'nS): 'l hc (iovernmcnt shall pronlotc responsiblr: lbr

crrr ironntcntal and ccosYstenl t'r1lttcrs in c0llaboration rvitlr relcvant sector ministrics will
hst tr.acli thc tlcvclopmcrrt of l)l.iS schenres to inceutivizc scaling up o l' conservltitltr and

rcstoration nrograrns.
i\,) Intcgr11tc lfforcstirtion irn(l rcforcstntion into thc Retlucing Emissions fronr

l)cf<rrcstation arrd Forcst l)cgrlrlation (lull)D+) and Clrhon trading dcsign. As part

of'tIc dcsign proposals lirr a carbon ta\ schL'nle. the go,v'ern rrct'lt rvill consider opportu n it ics

lol cor:rltanics to rcclLrcc thcir tax liahility hy purchasing ol'l.scts lionr forestry pro.iccts.

r.) Corrccssions and I'ublic l)rivl(c Purtncrships: Thc governntcnt rvill provide incentivcs

ancl lorrq-tcrnr colccssiens fbr pronrotirrg tree planting and gro,'ving on public and privatc

lant!s: inrprovc sarv nrilling technologies. ploduction of high-quality secdlings lnd rtass

I iruhcr tcclt nrr Iogics.
vi1 (ionrnrerciul Forestrv:'l lre qovclnrncnt will provide incentivcs to spur investntetrts in

cortttttct ciltl lbrt'strr attd thc imporlatiotl ol sLlstainablc linrber.

2.3.6 llunturt Settlcntcnts and lnfr:rslructurc.
20. -l'hc liscal p0lic1' and othcr l'ucasurcs that thc goverrrrnent will pttrsuc to ensure that thcse

inli'astructurc and bLrilclings sLtppolt lo\v-curbon. climatc-rcsilicnt dcvclopn'lent are as lolltlws.
i) [inlrallcc the clinratc rcsiliencc ol'roads: -[o clitnatc-pt'ool'the road netu'ork. the

National Trcasury rrill includc clinrate-resilicncc criteria rvithin Ptrblic Invcstmcnt

Managelncnr (l,lM) (iuidelincs lirr lirrrding inliastructLlre projccts and enlrancc thc

incorprtrarlion ol tltc c()nccpt of"roacls li)r water' in thc dcsign and construction o{'roads.

ii) Intcgratc thc circulur ccononly into infrastructure develoJrntcnt: 'I'o realize thc

sLrstainablc dc'r,clopntc.nt [rc.nelits. thc governnrcnt rvill plovide fiscal incentivcs in thc usc

ol rcclclcd tnatetials irl inliaslrLrctLrre clevclopment.
iii) Support green builtling tlcvelopnrcnt: lhc' governnrcnt rvill providc incctltives ttr

<lcvclopcrs \vho nreet thc requircrnents for grcen building spcc ifications/codcs.
iv) Supporting A<loption of Watcr an<l Iincrgy-Ilfficicnt Infrastructure: 'l'hc goverrlmcnt

rvill inccntivizc rhc construction ()l\\,atcr and energl -c l'fic ient buildings. Additionally. all

nL'rr putrlic buikling dr:signs will irrcor'1.rolatc rval.er and energy-oll'icient mcasttrc-s inttr

tltcit cortstrttct iort alrd opera(iott.
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2.3,7 Renewable Encrgy
21. 'Io promote Renewable cnergy production and dcployrnerrt and incrcasc colrsr.nllct corncctivitv, thc

governnrcnt will:

i) Phase out fossil-fucl-based thcrntal elcctricity: l'hc governrlcnt rrill provitlc Iiscal

incentivcs needed to lowcr the cost olrcrrcrvable cncrg-v rclative to lirssil-lirel-intcnsivc cnergv

soutces.
ii) Accclcrate gcotherm{l dcvclopnrcnt: l'llc govcrnl'r'1cllt rvill plovitlc targulc(l itlcctllivcs li)r

privatc invcstmcnt in geothernral electlicitl gcneration antl othcr prorlLtctirc trscs.'l hc llscll
inccntives envisage concessional lirntling and ptrblic support lirr carll'-stagc itttcsttllettts itt

geothermal resourcc asscssmetlts. rvhich rvill cnahlc privatc irlvcstlrlcn( rrhctc geotltcttnal is

nrost promising.
iii) Expand off-grid clcctricity solutions: Thc govcnlnrent will incentivizc oll'-gritl rcncwablc

energy oplions to enahle access in arcas lhr liom thc national grid.'l'ar cxctlptiotts itnd crctlits
will be considered.

iv) tncentivcs for electricity conncction: 'l'hc governnrent rvill p[ovidc cttttstttncr-lcvcl
inccntives to cnable nrore householcls and MSMI--s to al'ltrrd clcctricitl conttcctivitl throLtglt

errhancing initiativcs such as thc last-ntilc cottttect iv il.y.

v) (iontinuc to inrptcmcnt Fecd-in-Tariff projccls: l'hcsc itt'c pt'oiccts bclorr lt) N'l\\' caplcitl
l'ur all tcchnologies cxcept solar and rvind. 'l he lrttcl alc targctcd t() lrc proettrctl tltrottgh
rcnervable encrg), auctions.'l'he l'ced-in-taril.l'grroiccl.s irrc irrcctttivizetl hr'Ptc-scl url il'l and

cxpcditccl proccdures.

2.3.tt Cilcan Cooking
22. Irr response to valiorrs existing globat uld local eonrrnilnrcnls strclt us Sttstrt ittirtr le l)cr eloptncnt (ioltls

( SDCs ). Susta inable [incrg1, ti)r A ll (S t] lorA L [- ) and thc N l)('. thc govelrr nrurll o I' Kcttl ;r e ottt ttt its lt'
accclerate actions in clcan ctxrking. targctins to aehidvc [Jrriversal Acccss to Nlodcrn [incllll ('ooking

Serviccs by 2028. A range ol'incentives are dcsircd to unlock and accclcratc thc transiliotl to trrotlcrlr

and clean cooking. Thc options that will bc consideted includc:

i) lncentives for clcan cooking fucls and tcchnologics: 'l hc govcrntnctrt sill inccntivize antl

encourage the production, access and usc ol'clcan cooking lircls artd lecltttologies. Ihis tvill
include targeted incentives across the clean cooking supply ancl dentarttl vitlttc chains.

ii) Dnlbling Markcts for clean cooking scn'iccs: 'lo crtsurc u sustaitrablc antl itrclttsivc tnarkct

systcm tbr clean cooking solutions, thcre is need to dcvclop stundartls. cstablish stovc tcstillg
infrastructure across the country to support volurrtary labelling and ccrtilication systctn and

regulations to incentivize local production ol'cooking products ancl cLrth thc prolilcration ol'
counterfeit imported products.

iii) Invcstmcnt in Research and Dcvclopnrr:rrt (ll&l)) of rcncsablc encrgl': Ihc (lovcrtrnrctrt

will support invcstntent in l{csearch, l)cvclopnrent arrd irrrtovation tltt tencrvablc cl]crgy ils a

trcans to close inhcrent inlblnration gaps ancl cnrtrrrce inlirrrrerl policv and clccisiort tttakins.
This will also irrcludc incentive options lor thc privntc scct()r to contluct Il&l).

iv) Integrution of cooking into nntion l clcctrificltion l)rogr:lms: 'l o sLlpPort tllc
mainstreaming of electric cooking, it is irnperativc that cooking is crnbedtlccl into
electrillcation programs to leverage from succcsscs in both on arrcl oll.gritl elcctliliciltion. l-hc
governmenl will consider duty exemptions and Value Addcd ]'ax (VA'l ) zexl-rating tirr
energy-efllcient e-cooking appliances (such as elcctric pressure cookcrs) and cstahlishnrent ol'
dcd icatcd e-cooking tarillis.

ffiit,lsars:rrj,-

Reporl on Considerolion of Sessional Paper No. 5 of 2024 on lhe Nalionnl Green Fisrol
I n ce nl ives Po I i c1, Fra m ew or k.



2.3.9 N'Ianufacturing
2-i. 'l'hc Iollorving {lscal incctttivcs will lrc considcled:

i) lr16nrote cfficicnt nrilnilgonlcnt of procluction s),stems. 'l-he gttvernnretrt will provide Iisoal

incentivcs to llte privittc scctor lbr irrnovativc production, acquisition and usc ol cf'ficicDt

ntacltincrl lo oplirltize tllc tlsc ol'cllcrg)', tnatet'ials and reduce lvasle.

ii) Dcvclop cco-labclling schcnrcs. An eco-lahcl idcntilles proclucts or scrviccs that Incel

prcscrihcd cnl irorrnrcrr(irl critcria. 'l'he govcnrnent will plioritizc the Procttretrlent ol'products

and se-r'viccs that rtc cco-lahclecl.

2.J.I0 Transport
2,1. lhc Kcpl,an gpvcrnrtrcnt irirtrs to Lrsc flscal policy to prorrtote sustainable transpotlation. both puhlic

and privatc. 
.l 

he Ibllorving irrc liscal irrccrrtives to glccn thc transPortation sector:

i) Prorrrotc nrass rapitl transit: 'l hc goverlulcnt rvill dcvclop a national transitional plan [o e-

nrobility 1s rvell as otltcr gl'con ttansport syslems.'l-his rvill inclutle shiliing grublic expcnditttre

in thc t[ansport scclot'toward strstainable trass rapid transport il) frastru ctu [c.

ii) Inccntivcs f9r elcctric vchicles. 'l lre governrncrrt rvill provide incentives lor inlport,

rnanultrcttrre arrtl lrsscrnhll' of clcctric and hl,brid rrotor vehiclcs. clectric nlotorclclcs. sparc

l.rarts antl Irlcctric Velriclc' (l:V) lrtttc[ics- 'l'his $,ill bc necesslry to support thc transition

to$ard lo\,-cl ission arrtl clctn tI nsp()rt s]slcnrs. Options inclLrdc tax incentives lirr clcctric
rehiclcs arrcl tlrc opcrationaliztlion o1'a leebatc systcnt.'l he (}ttvernntent rlill shiti to the

pr'()cUrcnrcnl rtl clectric r clticlcs or ct thc tnctliutn tcrttt.
iii) lixpansiorr of c-rnobilitl inli'astructure. l-hc govcrnnrc,rt ivill ptrt in place liscal nlcilstltcs [()

tlcvclop antl erllattd inliastrttctt'lle across 1l1g cquttttlr to stlpPol't c-nrohilitl'ancl tlrtn-troto rizcd

t ra n sp() rt.
iv) (lolrgestion charging, lllc g()vcrrtnlcnt rvill cxplore thc tlcvclopntettt ol'a congcstion charging

sehcrrre ilr tlre eilics.
v) Dclelopment of nlternltil,c transl)ort fuels. lrrccntivizc production ofalternativc trilllspt)rt

lircl sourccs sLrch as hiolircls (biogas. bioe'tlianol. bio-l,iqtrclied Pelroleunr Clas (l-t'(i).
triod icsc l) antl grcen h1'drogcn,

2.J.1 I W:rstc i\{:t nagcntcn t
Tl)c govcrnnrcnt's actions in glccnirrg thc $,aste managenrL'nt valtte chain rvill be consistcnt rvith thc

SLrstairublc Waste Nlirnagcrncnt |tolic\ of 202 I and thc Sust:rinablc Wastc Managentenl Policl'

Act.2()22.'['ltc govcrttttcttt sill provitl,.'the firllorrirrg Iiscal acti()ns:

i) I)cyclopnrcnt of N,l:rteri:rl llrcovcrr' !'ar:ilitics (N4llI;): I'nrvidr: itlcentivcs lirr rvastc

lcc()vet'), I'rrcilitics. llrc cilcrrlar ccononl\'. inccntivize sanitlry landtllls and tlisincerttivizc

tlumpsites
ii) Inccntivcs firr privirtc soctot' engflgcment in rrlstc man:rgcmcnt: Tlte govcrnntcnt lvill

provitlc itrccntivcs to Iton]otc llrivate sector irtvolvenrcnt in tlrc rvaste nlanagclncnt sector.

ilrcluding tax incet)ti\cs. rcrl,lor,al ()l'investrrrenl barricrs. creatiort ()1'a conducive invcstlncnt

clinlatL'- and inccntivizc llcccss to lltlance.
iii) Iincguraging circulilr husincss nrodcls: 

-l'hc govcrnrncnt is kecn otl providing a rangc of
irrccrrtivcs to pr()nl()tc cir-cular lrusiness nlodels. 'fhcsc includc incentivizing adoption ol- EI)ll

rcgrrlations. cncouraginq rcclclirrg. of'tering pre"fercntial use ol recovcrcd nratcrials ovcr

25

Rtporl on Considcratiott of Scssionul Puper No. 5 of 2024 on the Noliontl Green Fiscol

I n te n ti vcs ltol it:y I;ra ttrcwo rk.



virgin materials, and promote the procurement and use ofrecycled goods. Support innovative
waste-to-energy technologies.

2.2.2 Enhanced green financial intcrmediation rtctions:
i) Green investment bank: l'he government rvill develop a green investtnent bank that will

provide a range of funding instruments and associated incentives to suppon the public and

private sector in overcoming barriers to making green investments at scale. The institution will
help address the perception and/or reality that the capital costs and risks ol grecn invcstnlcnts
are too high, and the returns too lorv. It would provide a rangc of financial instrurlents which

could potentially include credit guuranlac.\. risk-r'edut't ion .litcilit ics, tlaht aqnitl' uncl blandecl

financa.
ii) Carbon tax: Recognizing the ability of carbon taxes to both cost-efficiently reduce GllG

emissions and also to provide a revenue stream that can be used to meet broader government

objectives, the government will explore the viability and design of a carbon tax in Kenya.
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I nce nl ives Pol icy Framewor k-



PAIiT FOUR

{.0 PUIII-IC PAITTI (]I PATION/S-I'AKEIIOI-DIIIIS CONSULTATION

26. [ollou ing lhc call lirr ntcrroranda lionr the public through placement ofadverts in the print media on

6tf' I)cccmbcr 2024 and vidc letters REF: NA/DDCI EF&M120251'l I ' R['F: NA/DDC/
E!-&Nl/2025/-12 datcd J0'r"Iuly 2025, REF: NA/l)t)C/ EF&M/2025146, dated 29tr"Iulv 2025,

invitirrg stakchoklcrs lbr a nrccting. thc ('onrnrittce reccivcd submissions liorn thc lbllorving
stakcholdcts:

i) 'l'hc National 'frcasury

ii1 Ministly oI'lirrvironnrcnt. Irorcstry ancl Climate Changc

iii; 'flrc Statc Dcpartnrcnt tirr'lrorestrl'
iv)'l'hc Attorncr' (icncml.

{. I SI.]I}M ISSI ONS I]Y'TII Ii NA'TIoNAL TITI'ASURY
27. ln a nreering rvitlr thc ('olnrnittcc held on Fritlay. 8'r' August 2025, 1\'l r. l'cter Odhcngo, llead of the

Climatc I;irrancc and (irc'cn l..conorI; tJnit at the Natiorral 'l-r'easLrry, on [rc'half'ol thc Principal

Seclctur'1. nratlc tltc lirl lorvinu suhtrt issiotrs:

llackgrou ntl
28.'l'he (ircerr I,iscal lnccntivcs I'olicr' Irarrrervolk sccks to stL'cr Kcnya's econon])'onto a desircd lorv-

cartton. c lirnatc-r'esilicnt grccrr dcvclopmcnt pathwry through a varietl' ol' fiscal and economic
plr'chalistns. (irccn llscll rclirrrls can hclp shift consunlption p.tttcrns. gcnerate aclditional rcvenue.

antl tlrivc l)rivate invcstntcnt iu projccls and progrants that adol)t c lirlate-liicnd l1' protiuction

nrcc hrrr isnrs.

29.'l hc polic) scts ()Llt horv thc rovcrnntcnl Ministries, Departmcnts and Agencies can cnhance

mobilization ol'clirrrate l-'irrarrcc lionr ull sources: private. public. nrulti-latcral agencics, bilateral.

philanthlopic. ctc. 1rt llttatrcc Kcntit's trptlatcd Nl)C and N(.CAPs.

30. T[c lrglicl, Irranrcrvtrrk cunsirlers grccn liscal rclblrrs as lncchanisl]'ts that havc bccn used h1'

govcnuucnls t() c()n'ect crtv irolrnrental extcrnalil.ics. support n:rtiorral climate chattgc goals' and

pronrotc clcan cner!\' in!estnlents.

jl.'l'hc rncclranistns rrrrgc liorrr tas policies. suhsidics antl expcnditurc progrzrnls. and regulatory

itlstl'lntcllls rlitlt ljscalcontltoncrrts allol'rvhiclr lrave rcvcnuc inrplications. As sttch:Sovcrnment taxcs

carr [.rc Lrsetl to slintrrliltc a slrili in prodrrcliorr. cOnsunrption and investmcnt in lo\\-carhotr clirnate-

rcsilicrrt arrd environrncrr(allv sustainatrlc practices; concessional loalrls. guarantecs and intcrcst ratc

subsidics curr hc ctll'ctive tools in trvercorning investnlcnt barriers and levcraging private scctor grcen

in!cstnlcnts: and govcnlt'nct'lt spcndinu can dircctly target thc dclivcry o lenvironmetttal outconrcs tlrat

tlrc pri\:rtc scclrrt nritltt rrtltctrrisc igt:trtc.

I'olicy Corrtcxt
llccognizirrg tltc rhlcats poscd br clirnatc change rnd othur erlvirontneutal challcnges. the rvorld is

lorv taking nrole rirpid action. lnvL'st()rs arc rapidll, shiliing fionr dirty to clearr asscts, and key

tcchnologics nccdctl lilr cnvir()nntcntal sustainability arc expericncing rapid cost rccluctitlns.

Report ott Cottsitle ruliort t{ sessional l\tpcr No, 5 of 2024 o,, lhe Nolional Green Fiscal
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33. The world's largest emitter, China, in 2020 plcdged lo reduce calbon dioxide (COr) crnissions to net

zcro by 2060. The United Nations Call for Action on Aduptation and Resiliencc spellctl an Lrrgent necd

for enhanced resilience and also recently adopted a landlnark liatncrltlrk thal considers th!'

contribution cll'nature rvhen measuring econttrnic prospcrity and lrunran rvcllbcing.

34. ln accordance with the updated NDCs that build on national policics, platts and lcrral lianrurorks. il

is essenrial fbr Kenya to play a lull and active pad in this globtl trarrsition to it lorl-citthon clinrittc

resilience development path.

35. A developnrent patlt charactcrizcd bv continued krrr er]rissi()ns. ctrhattecrl clitttlttc rcsilictrcc irtttl

environnrcntal sustainabilitv.

36. Formulation of this Policy rvas initiated rvithirr the liamcwork ol'the Clirnate ('hangc'Acl, 2016 and

the National Climate Change Action Plans whose ob.iective is to cncouragc lorv carborr clintatc

climate-resilient devetopment through implementalion of thc National ('linritte Changc Rcsponsc

Strategy, 20 I 0.

Goals and Objcctivos of thc l)olic)'
37. llenotecl tlratthegoal oftlrispolicyistoidentill,andprioritizcthcirttpletttcntatittttolacttltctctttsttitc

ol'green liscal actions that rvill allow,Kenya to cxploit thc opportLrnitics ol'accelerltting tltc trattsititttt

to a low-ctnissions dcvclopment pathway rvlrilc cnhancing clinrate rcsilicncc lttlcl ctlsttring

cnvirotrtrcntal sLrstainabilitr. ln tloing this. thc policl'rrill:
i) Dircct govqnlmcnt planning. htrdgcting llncl spcndingi procurcrtlctlt torratcl gt'cctt rtrd

c()nsr.r.lrption.
ii) trrolitlc a li'ar1rcr(trk lbr Ilscal inccntiYcs to ltr- ct pri\lllc scct()r itt\estnlcnt ittlo lt lorr-

carbon clnission, clirnatc-rcsilicnt arrd env ilonrncntally sLrstainatrlc ccot]on])'.
iii) Providc a lianrervork lbr gcnelating atlditional rcvcr)uc strcarrs lirt tlte gorettrtrlctrt.

Benefits of the Policy to Kenya
18. The Policy is an important part ofaccelerating the in:plcnrentation o l'tltc Const itution ol'Kcnya, 201 0,

where a clean and healthy environment (Articles 42, (r9 and 70) are lirncltnrerrtal right.

39. 'l'he policy will encouragc private seclor padicipation in clinratc-rclcvitttt Iittattcitlg opptrrttrnitics.

40.'Ihe policy willcnhance rcsilicnce to clitnate chattgc antl otltcr shoclis

41. The policy is essential for Kenya to manage transilion risks. l:ailLtre to align rvith global lorv-entissions

trends may lead to international marginalization, itrpacting trade and capital llorvs

42.-l'hc policy rvill providc lirl thc Ilstablishnrent t:l'thc Kcrtyu (irccn Illvcslltlctlt liank tltirt rr ill provitlc

a range ol'l'rrnding inslrurnents arrd associirtetl irrccrr(iVes to suPport clitni.ttc itction.

i,:.r .it?I. . .-L. , *
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{.2 SI.]I]MISSI()NS I}\' 'THI.] I\,IINISTII.Y OF IiNVIIToNMINT, CLIMA'I'E CHANGI]' ANI)
FORES'I'ItY
"l-3. In a nrccting rvith the Conrrnittec hcld on Fridar', 8rr' August 2025, thc Cabinet Sccrctary, Dr.

Ileborah llarasa, lrigltligltted tlrc lirllouittg:

i) 'l hc rlcrclopptcnt ol'tltc Natiorral (irccn Fiscal lnccntivcs Policy [irarnetvttrk,2022. u'as led b1'

I1r lrrlcragcncr 'l'asklirr-cc untlcr thc lcadcrship ol'thc National Tretrsttry' and Ecotlotnic

I'lann irrg.

ii) lhc liarncrvplk is a critlcal policy toot to sr.rpport Kenya's climate agcnda. including the

inrplcnrcntation ot'thc Nationallr' [)ctertnincd Contribution (NDCi).

iii) 'l hc liarrrcrvot'k proposes u lralanccd rnix ol'incentives to cncouragt' irlveslnlL'nt ilr grcen, lorv-

carhpn. arrtl clinratc-r'csilicrrt initiativcs, as rvcll as disincen(ivcs ainted at phasing out

crrvi ronrrrrrrtirlll' harnrlir I lnrl tttrsustaittit['tlc practiccs.

ir,) -l-hat silnilar grccn liscal approaclres havc hccn sLrcccsslirlly inrplcnrctrtetl in developed

corrrttrics aln,.i ecrtnollric.i irt lrar)siti()n.
v) (iivcn ttrc firr-rcaching intplications ol'this policl-. thc National 'l'rcasury. asthecustodian ol

lisclrl gtolicl'. necds to ulrdcltalic a conrpreherrsive financial :lssesstllellt of'the proposcd

lul;asll'cs. I'lris rvill cnsrrrc that thc irrccnlives and clisincentivcs ars not only aligned rvitlr
pil(ionill dcvclol)rncnt prioritics brt iuc also liscalll'sustainatrle ancl ct-fectivc in dclivcring thc

tlcsirctl crrr i rotttttctttal attd clinlillc outcolt'lcs.

.1..1 St.rlti\'rlSSl()NS B\'-I'llE STr\1'li I)l'll'AItTN'lIiN'I I''OR F()ltESl'llY
-1.1. ln a rrrcctinS rrith the Conrrnittcc hclti orr Frirlal,lltl'August 2()25. thc l'rincillll Sccrctarv, Mr.

Oitongl I\'l ugruubi, stthtn ittccl as lirl lorr s:

-15. 'l hc (irccn liiscal lnccntivcs l:ranrcrrork l)olicy (Glill'li) rccognizes tbrcstry as a critical sector tbr
driving Kerrl'a's transitiot'l to a lorr-clrtron. clirnatc-resilicnt ccononry. It acknorllcdgcs forests' rolc

in rcuLrlating \\ltcr rcsor.n'ccs, sr.rpporting biodivc-rsit1'. scqucslering carbon. atrd sustaining

livclilroods. [)clirrcstation. lirrest tlegratlotion and desertilication are signilicant challengcs. prinlarily

driverr b1 p()vcrt\'. ilgricultural c-rparrsion. unsustaitrable c.rploitation. and clintate changc clltcts.

4(r. llre lrolicl supl)orts trcc grosirrg tlrrotrgh a Trec Crorving C;Ll.rrantcc Schettrc. allorvable tax

dc'ductions l'ol costs relatccl to nulscry establishmcnt llnd planting on public land. 'l radable carbon

crcdits lirl tlcc plantirrg orr prilate larrd. irrcl ('orrccssionary loans attcl govertttllcllt grants to gro\\'crs.
-l his aligns lith thc national lirrcst policr's goal to inccntivizc l'orest-basecl livelihootls ancl

corl rrrclc ial lirlcstrr.

.17. llc norccl thar thc l)olict aligns rr ith the Kenl'a lndustrial Wood Sector Vision 2020 throtrgh thc

firllorr ins kev lrcas:
i) l,ri\'rtc Scctor lnvcstnrcnt: l'hc (;lrll)l; ainrs to provitle it ll at:rcrr,ork lirl llscal inr'ctttivcs to

itl.tt'ilct l)rivale seclor investrnclrt inlo a low-cilrbtttr. c litnatc-resilicnt r--cortonly. 'fhis directly
su[]ports tllc Visiorr's rrccd liu sigrriliclnt l)r'ivate investnrcnt to expand prodtrction and trpgraclc

plocess irrg capacitl.
ii) Enhanccd Productivitl. nd Sustainnblc Managcnrcnt: 'l hc (iIll'F Proposes mcasures to

inc,.'ntivizc thc elllcicnt l,1lanaucrncnt ol'production systcrns. including the" trsc rll inrtovative

arrd cllicicrrr rrrachincrl , lhis aligns rvith the Visitu's obiectivc to ittcreasc productivity per
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unit area through innovative silvicultural practices and improvc wood plocessing svstents tbr
bettcr clficiency and highcr recovcry rates.

iii) Carbon Scquestration: 'lhe CFIPF's lbcus orr a lorv-carbon and clinratc-t'csilicnt path\\av

that is supported by the Vision's etrvironmctrtal qoals.

48. 'l'he G[rll)F does not explicitly rrention aglolorestry. but the provisions ott Carbort crcdits li:r'
diversificd trees on private land (up to 50% land cover), Clants li.rr cnnrtrercial plarttations. l)trttrotitln
of clean cooking to rcduce lorest pressurc. could be c.rtcrttlcd [o sul]pot'l itBroli)rcstr) systcnls.

llorvever. thc lack ol'explicit agroforestr;- is a gap, consideling its policy prot.lr itrctrcc.

49. The GITIPI-' proposes thc Degradcd Landscapc Ilcstoration l)cal Schente (l)lrl.ARlrS). licological
Fiscal l'ranst'ers (tiF'l's) to counties basecl on lestoratioll el'li)rts, and l)ayrncnt lof licosystctn Scrviccs

(PES) schenres. These fiscal tools align with thc National Landscapc and Ecosystcnl l(estoratiorr

Strategy (NLERS's) call l'or innovative linancing and inccntivizing subnttional goverrrtrcnts and

communities.

50. The CFII)lr sccks to slccr Kcnya's cc()n()n1)' onto a dcsircd lou-carhott. clitttatc-rcsilictrt glccll
developmcnt pathrvar,. It rccngnizcs lirlcsts as clitical crrlron sittks lirl thu coLltllr) lttttl rccttlntnctttls
the developmcnt of I)LS schcnrcs to inccntivizc thc scaling up ()l c()nscrvlltion rtrtrl rcstorltiotr
proglams.

51. Thc l(educing I}nissions lionr Dcl'rrrcstation tncl lrorcst I)csritdation (lll:l)l)t) strittcg\ tlcscritres

the approach lbr achieving lorv crnissions dcvelogrmcnt thr-ough l{t:t)l)l-- rr hich is an inl.crnalional

liarrrcrvolk to nritigate clinrate clrangc try inccntivizing dcvclo;ring cotmtt'ics thi.lt a(ldrcss thc prohlcnr

of'dc{irrcstation and lrrrcst dcgradation artd thosc tllat plon)()tc cottscrr ulirttl. sttst:titlalrlc iirrcst

nrarragemcrlt and all(lrcstation attd rclilrcstittitlrt.

52. t{c notcil that the Policy outlincs sevcral positivc inrpacts in thc lirrcstry sectrrr. itrcludittg:
i) Afforcstation/lleforest{tion: Prornotion ot'riircct govcrnnlcnt invcstn]cnt in lltrgc-scalc Lrcc

planting and land rehabilitation.
ii) Carbon Scquestration Inccntivcs: Oppurtunitl' to usc carbrttr ol'licts lionr

a t'fo restatio n/reforestat ion untler ctrrissions trading or carb()ll tilx.
iii) Paymcnts for Ecosystcm Scrviccs (l'tiS): Adoptiorr ol'itrtcrnatiottitl tttoclcls likc []cLndor's

Socio Bosque progratn or lndia's ecotogical llscal translcrs ([:li.l's) lllat rcrraltl crtttsctvatittn

eflorts with fiscal transfers to cotrntut'tities or cotrrltics.
iv) llevenuc Gcneration: Introduction ol'green bontls antl l'iscal tools l.o rnobilizc privitte :iecl.or

and donor investments tbr forest restoration.
v) Inccntivized Private Participation: Carbon credits, concessional loans, and tax inccntives

encourage private scctor and farmcr investl'llct]t in ttce grorving.
vi) ) Subnational Empowcrnrcnt: liFfs linkcd to cnvironnlclltrl nutctlnres cnrp()\\cr c()tlltics to

invcst in rcstoralion and suslainable lolcst nlal]agclrlcllt.
vii)Restoration Financing: lnstrurnents likc Dl:t-Altl..S anil I'[]S providc nerr arcnttes lttr

l'und ing landscape resl()ration.
viii) Diversification of Forest Protlucts: Support I'rlr conrrncrcial plantatiotrs trtal' boost tvorttl

value chains and relicve pressure on nalural forests.

53. Ile also highlighted the following are some ofthc gaps relating to thc li)rcst scct()r:
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i) Inspfficicnt Focus on Comnrunit)' Forcst Associations (CFAs): l he role of CFAs in

cprrscrving and nranaging litests undcr tlre lorest Conservalion and Managenlcnt Act (2016)

is nol ctnphasizcd in thc inccntives dcsign.
ii) No Direct Inccntivcs l'or Agroforcstry: Although mentioned undcr agriculturc. thcre is

linrited lbcus on it)tcgrating lorestr),into larming landscapes to improve land productivity and

Il cc covcr.
iii) Tourism t,inkagcs Undcrexpkrretl: Wlrile tourisrn is discussed. there's ntl concrete proposal

to tid liscal irrcen(ivcs lirr rviltllife arrtl ecokrurisrn directll'to lolesl cttnservatioll outcomes.

ir,) Trcc sccrl systcnrs and certification: Ihough nurser,"- registration is ntcntioned. broader

support ltrr tlrralitl secci systcurs is abscnt. rvlrich is kc1- tbr larrdscape-scalc rcstoration.

v) Forcstt.y contribution to Gross Domestic Product ((il)l'): ttnder-valtrat ion ol'the filrestry

c6ntrit.rgti6n to thc (;l)P. lrorestrl,plavs a critical rolc in Kenya's econonly and cnvironmental

sLrsrainability. []orver,cl. its contribution to CDP is grossly undcrvaltred in olficial statistics.

rr picalll reg;orrerl as lcss tlran 1.6-qlo ol GI)|'}. 'l'his figurc lails to reflect thc lirll economic'

sociitl. ancl ccological valuc of lirrests llnd li)fest-rclatcd activitics.
54. lir br.icigc thc litrcst val ation gap antl rcllcct its real contribution to the econol]ly. he proposed tlre

tbllowirrg llscal ancl policy trtctrsttrcs:

i) Irrstitutionalize Forcsr Natural I'apital Accounting (NCA) to capture both trrarket and non-

rnlr.kct lirrcst belcllts. including: C'arbon storagc and ol'lscts. Hydrological regulation. Soil

protccti()n atttl erosittn cotrtrtrl. ancl Iliodivcrsitl scrvices.

ii) Ilrprden (it)[, Mcrrics ro rncludc l:cosl,stcnr Scrviccs by pronroting the adoption ol"Creen
(il)lr" or atl.iusted indicators thal rencct natural capital arrd ecosystenr serviccs. IJse thesc

nlctrics to gLritlc natiottal budgct allocations and perlitrntatrce tnonitoring.
iii) ('rc1tc t l:orcst Iicoslstcrn Scrvir:cs Valuation [iratrcrvork b1' cstablishing a standard

ntctlroclologv lirr valuing lirrc'st ccosl stcnr scrvices (e.g.. tlirottgh contingent valuiltiotr. cost-

hcrrclit irnirl) sis. or rrpl ccrrlcnt cost ntctllods).'l lris can hc linkcd to llscal planning tools such

lrs Nletlittttt.lerttt [:.r pcnclitttt'c lirantcrvorks (lvl'l t-.1- ).

it.) I)c,,e loltrncnt ol'a lrorcst Scctor Satcllite Account in Kcnl'a National llurcau of Statistics

(KNIIS) 1o cltltlul'c intornral scctor lirrcstry crnplol'nrcnt. I lousehold-lcvel fuclrvood and Non-
'l irnbcr I'orcst ProdLrcts (N'l I:P) Lrse. ('onrrI1unity liorest association (CFA) contributions. and

liolest-trasetl tottt isttr rcvgtt ttes.

v) t-irrk lrgrcst ValLratiorr to ('limatc Finlnce by' lcvcraging accuratc lorcst valu.rtion to rrtlbilizc
ctinrarc and 5iodivcrsitl. linancc. includirrg Itt.,t)D+. carbon markcts. atld ecosystcnl payment

scltcttrcs.
vi) lrrcerrtiviz-c privatc se-ctol and cornnrunity investn'lents. Once true ltrrcst value is knorvtt, it can

.jLrstil_t: 
.fax 

credits lirr private relirrestation. Subsidies l'0r contmunitl' lilrcst enterprises, and

tis l)tlS schctncs to ti)fcst protcction and rl:slorlltion.
vii)lnrcgrarc valulriorr irrlo plannine antl Lrudgcting. Mandatc that all lbrest-rclated proiects and

policics undcrgo cconornic valuatiorr to inlirrtn cost-[renelit and policy design.

viii) Includc lirrcsts in l'ublic Invcsttncnt Managernent (PIM) systcms and clirn:rtc trudget

taggi ng fian]c\vol'ks.
lx) Sr;clgthcp tIc rltlrritoring and cr,aluation liarrrcu,ork lry gcncrating spccifir: tttctrics or

trrrsclincs lirl lirlcst eovcr. hiotlivcrsitr hcalth. (lr rcstoriltioll stlcecss.

55. 
.Iir 

crrharrce thc firrestrl, contll()t'lcrrt on the (lrcen Fiscal lncentivcs I)olicy l:rattlcn'ork and align il
rr ith nrtional delcloprncnl and environnrcntll goals. hc tnade the lollowing re'contnlcndations:

i) I)cvelop Forest-Spccific Fiscal Instrumcnts: Introduce targeted fiscal tools sucll as

rclirrcstatirtn tax rclicl.s or rchates. l'aYnrcnts lor l-icosystcnt Serviccs (PES) schelnes, and

Reporr o Consitleralion oJ scssionol Puper No. 5 of 2024 on lhe Notionol Green Fiscal

I nten lives Pol icv Fru mes,ork.
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green insurance products specifically toilorcd tbr lbrest-trased cntcrpriscs.'l hcsc itlstruments

lvould help de-risk investment and cncourage sustainablc forcsl tnirnagctrtct'll. Prilctices.
ii) Strcnglhcn Conr munity-B:rscd l-orcst Mirnagcnrcnt (CBFM): I'ror itlc tlctlicatcd llscal

support including grants and subsidies to ('or11nr.rrit) Forcst Associatiorrs (('[]As) to cnllilncc

their capacity in nursery delelopnrent, li)rcst c()n scr'\'at ion. antl inr ltlctucntat ittn ol bcnclit-
sharing ntechanisnrs. in line with the Forcst Clorrscrvatiorr ancl Mrttituentcttt Act. l0 16.

iii) Promotc Agroforcstry through 'fargclcd lncc'ntivcs: lnstitutionalizc rtgrro lir rcst t ;- rvithin

thc policy by oflering specilic inccntivcs sLrch as input sutrsidics. lcccss t() ertcttsiott sct'r iccs.

and eligibilitl,f'tu'carbon credits. -l his rvill srrpport tlre irtcgral.ion ol llecs into litrntitr:
s)'stcn)s. corrtlibrrtirrg to incretrsed trcc covcr arrd incorttc divcrsillcali()t);ts rrcll rts Iirttd

security.
iv) lmplcment Ecological Fiscal 'I'runsfcrs (li,l,"l'S): l)esign anrl pilot l:li l tlle ch ilrt isrrt s thilt

allocate fiscal resources to counties bascd on rncasurablc cnvirolullcrltal outcolres sucll as

tbrest and tree cover retention, rcstorati()n ell'orts. and biodivclsitl- corlscrveltion. This rvill
encourage county govcrnmcnts lo invcst in strstainable lanclscapc lllilllagcment.

v) Support Trec Sccd Gcrmplasm Systcnts: l'ixpantl liscal support lilr llrc ccrlillcat.iort ol'trr'c
sced sourccs, cstablishrnc.nt ol-sccd banks. intcgratc t'cscarch in tltc tlcr,cloptncnl ol clitnittc
rcsilicnt scedlings and dcvclopmcnt ol'a rrltional C'erttrc ol'lrxccllcttcc lirr trec secd s\stcnls.
Strcngthcning thc sccd supply clrain is vital lirr lclrieving luntlseupc-scalc re\torrti()rt iltl(l
maintaining gcnctic d ivcrsit)'.

vi) llcvitalize thc Industrixl \\/ootl Sector: Intr'()(lucc lrscal irtecrttircs lo Prottlolc tlotncslic
industrial lirrcstrl' h1- ollering VA lidLrt\ c\crnpl.i()ns on in)p()ltcd tnlteltincrl attil cilttipnlent
hrr rvoqd proccssilrg. Additionalll. provirlc incorttc til\ c\L'nrpti()ns lirr ittrcstors cstatrlishing

industriat rrootl platttatiotrs to stilntrlatc valLtc atltlitiott xll(l ioll clcilti()ll.
rii)Facilitatc t,riyutc scrtor l,articiJr:rtion in l,uhlic liorcst \lanagcrncr(: l)rorlrrrlc

conccssiuns in prrblic liucsts to allou rcsporrsihlc priratc stclot ittrolvctttcnt. lhis riill
lclcragc privatc capital and tcclrrrical c\pcrtisc to cnllirnec thc plotluctivitl'. protcclion. rtnrl

sustainability of state-managed lbrest tesourccs.
viii) Ile-Evaluate Forcslry's Contribution to GI)P: lnst itutionaliu.c rratural capital aec()Lttttitttl

to cnsut'c accurate valuation ot',bres( ecosvstcm scrviccs. srrch as calbon sc(lUcslratiotr. \\lllcr
regulalion, antl biodivcrsitl- couscrvation. 

-I'hesc valLrcs shoultl be itltcgratcd into ttational
(iDP cornputation to rcllect lirrcstry's ttue ccononric cottlribLttion.

ix) Intro<Iucc Inccnlivcs for (lrecn Constructio[ and I'uhlic l)rocurcntcnt.: l:ttcottragc tlte

use ol'srrslainablv sourccd r.rood in constrrrctiolt h1 ol'l'cring tltttt excttrptiotts lirl ecrtillcrl
timber products antl green building nraterials. ['ublic prrrurcntcnt policics should plioritizc
environmentally liicndly building practicas ltr pronlotc detnand lor lirrcst prttducts.

x) [stablish a llobust Monitoring, Ilcporting, and Vcrificltion (M llV) Iirttnrcrvork.:
Develop a comprehensive MRV systenr incorporating satcllitc imagcly. lbrcst inventrrrics,

ancl carbon accor.lnting n:cthodologics. fhis liurncru:rk rrill lrc csscnlial Ior tlacking thc

ci.fcctivencss ol'llscirl incentivcs, nrcastrring lbrcst covcr chluLlc's. attd crtsttrittu trilllsllilrellcy
and accountabilitf in policy inrplctnetrtat ion.

d.4 SUBMISSION TIY 1'}IE ATTOITNI'Y (;TiNIiItAL
56. In a rneeling rvitlr lhc Comnr ittee hcld on Friday, tltr' August 2025, Ms. Olivia Sinr il u, Icptcsctttativc

of'the Solicitor Ceneral, submittcd that the deveklpnrent ol'thc Natiorrnl (irecn lriscal lttccntivcs
Policy Framervo rk, 2022, r.vas led by an lnter gency 

-[askfbrcc 
untler thc leadcrship ol'thc Nationll

'l'reasury and Economic Planning and the Oftlce ol'thc Attorncy Cieneral rvas lirll;- irrvolvcd.

----.-T'.r-x-' 
rl_.li!a]: .,1 ..:;

Report on Considerolion of Sessional Paper No. 5 of 2024 on tlre Nolionul Green l;iscol
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PART FIVE

5.0 COMMITTEII OBSIiRVATIONS

57. Upon studying ttre' Scssional l)aper No. 5 oi 2024 on the National Gleen Fiscal lncentives Policy

l:ramework, thc Committee nrade thc lollowing observations:

i) Thc goal ol'rhis policy is to identitl'and prioritize the implernentation ofa coherent suite of
green liscal actions that rvilt enable Kenya to exploit the opportunities for accelerating the

transition t6 a lorv-enrissions dcvelopment pathrvay while enhancing climate resilience and

ensurirrg enviLonmcntal sustainabil ity.
ii) 'l'he fi.amcwork identifies sector-specific fiscal measures covering areas suclt as disaster risk

t.ualtagentent, agriculturc, renewable energy, transport, waste managclnent. and fOrestry,

thclcLry ensuring a corlprclretrsive approach to clinrate action.

iii)'l'he policy proposcs a balanced nrix of incentives to encourage investment in green, low-

carbon, ancl clinrate-resilient initiatives, rvhile introducing disincentives aimed at phasing out

env ironnrentally harntful and unsustainable practices.

iv) 1'he policy rvill encourage private sector participation in climate-relevant financing

rlechatrisms, including green bonds, Payment for Ecosystem Services (PES), and Ecological

Iriscal 'n'ansfcrs (EFTs)that rvill enlrance resilience to climatc change and other shocksl and

v) The policl, is cssential fbr Kenya to nlanagc transitiorr risks. rvhete lailure to align with global

lorv-cnrissions trends ntal'lcad to international marginalization. inrpacting tlade and capital

tlou,s.
vi) 'l'he establishnrent ofa Kcnya Creen lnvestment Bank willdc-risk green investments, nraking

therrr mor.e attractivc to thc private sector through blended finance, guarantees, and

concessional fund ing.

Reporl on Consideratiort o/ Sassional Poper No
Incenlives Polict Frantework.
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PART SIX

6.0 COMMITTEE RECOMMENDATION

58. The Committee recommends that-
i) The House adopts this Report on Sessional Paper No. 5 ot 2024 on the Nationel Green

F lscrl Incentives Policy Framework;
ii) Following the adoption of thk Policy, all pmposed legislation and regulatlons to be guided

by the provisions of the Nationat Green F iscel Incentives Policy Framework.

2S 0SIGNED DATE.

HON. VINCENT MUSYOKA MUSAU, CBS, M.P.
CHAIRPERSON,
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THE NATIONAL ASSEMBLY

.THIRTEENTI{ PARLIAMENT - FOURTH SESSION, 2025
DIRECTORATE 0F DEPARTTUENTAL COMMITTEES

MINUTES OT'THE.l'''I SITTINC OF THE DEPARTMENTAL COMMITTEE
ON ENVIRONMENT, FORESTRY, AND MINING HELD IN COMMITTEE ROOM
No. 29, 5.I, FLOOR, BUN(;E TOWER, PARLII\{AENT BUILDING ON THURSDAY'

25'rr SEPTEIIIBER eo25, AT I l.4o AM.

PRESENT
l. Thc Hon. (Eng.) Vincent Mrrsyoka l\'lusau, CBS, MP
2. 'fhe lLrrr. ('harles l{attttrren. l\Il'.
3. -l-hc 

I Ion. (-hality liatltanrbi ('hcplirvon.y, NII'
1.. -l-ht' 

I Iort. NIu'anyanic (iertrttrlt' NIbe-ytr, NII'
5. 'l'hc llon. Iliribae Sairl lluva, NII'
(;. -l'hc lkrrr. l)r'. .lost'plr \\'ainaina Ira.ya, OGW, i\I1'
i. -l'ht' lLrrr. \'al<rtb ,\tkx' Kuno, NII'
s. 'l-lrc lkrr. lienrei, llcatt iu' ('lrt'prrgt'no. M['
It. 'l'lrt. lkrrr. 'l'itrrs l,ott'c, Nll)

-Chairperson
-Vice-(-hairperson

APOLO(;)'
l. 'flrt' llorr
2. 'l-he Ilorr
$. 'l'lre lkrrt
l. -l'lrt' 

l krn
5. 'l'hc I Lrr
ti. -[-hc lkrn

,"1balrr, .lcssica NtltrliLr liilio, CBS, i\'1t'
Nlohanrctl ,\li N{ohantul, CBS, N{l'
Salirn lreisal llarler. NII'
\lasito ["atrrnra I Iarnisi. ]IP
l\[oharnt'cl'l-rrbi l]irlrr, Nll'
[')nratht' .losr'plt NatttLrar, .N'[ P

IN ATTENDANCE: NATIONAL ASSEMBLY SECRETARIAT
I \ls I lt'll.n I'll<atL'li - Senior Clerk,'\ssistant
g. NIr. llarrrtli i\'lohanrt'tl - ('lerk Assistant III
s. N{s. Nlcltr'\\'art-vott,r'i - Settiol l.cgal (irtrnsel
1.. \Is. Narrcl' ('ltantttttga - lriscal .\nalt'st ll
;. l)r..lost.pir ltulia - Ilescalch Oiilct'r'III
(i. tr{s. llt.'l:t'rrra Kot'clt - ;\Lrtlio Ol}lcer l l l

;. NIr. ( )bilo Oiianrlxr - Nletlia ltelations Of]icel

A(iENDA:
l. l'r'a_yt.r's,/ l'r'cliruitralics,/ltttt'orlrtctions

i. .\tL rption oI tlrt',\qentla
ii. ll, rnarlts lrt' tlrr'('ltairlx ts,rt

:2. (-onlilrrration ol'Nlirtrrtes/NIatt('ls .\risirtll
g. Consideration and Adoption ofthe following Reports;

1-he Privileges antl lmnrunities (the Global Centre for Adaptation) Order, gor5

Tlre Scssional Papcr No.5 of ,o9.+ on the National Green liscal lncentives Policy
Frarrrervork

1lIr,rte

,.\ trY otltcr llttsittt'ss



-I'he (lhair.person called the nreeting to ortlel at a (luill t( r' to ntxrtt litllorlt'tl lry a pla-1't'r' 'l'hc

agenda ofthe nretting rvas arlopte<l as listed a[nvt', having l:t't'tt prolxrstrl atltl sec<rttded lty

tlx, llon. tlre IIon. Wainaina Iraya, (xlw, i\I1) and the IIon. saitl ltu.1a IIiIibae, i\I1'

respet:tively

5. Ad iourn ntt'nt/l)ate of the next lllcctillg

MI N / NO.NA/D C / EF &M / | 8 5 / eoz 5l PREL II\,IINARIES & AD0PTIO NOF
AGENDA

MI N/NO.NA/D C / EF &M / t 86 / 2o2 5l CON FIRMATION OF THE PR VIOUS
MINUTES

(irnfilnration of'tlre rninrrtes of tlre prt'r'ir>us sittinE rvas tlefi'rrul to the lt('\t sittil)g

MtN/NO.NA/DC / EF &M / t 87 / zoe|l CONSIDERA TION OF THE REPORT ON
THE PRIVILEGES AND IMMUNITIES
TH BAL TRE

ADAPTATION ) oRt)ER.20.25

MIN/NO.NA/D C / EF &M / t I 8 / 2oe 5l ADOPTION OF'THE REPoRT ON THE
PRIVILEG ES AND IMI\{UNITIES (THE

L CENTRE R ADAPTAT
ORDER.2025

I laviug exanrinetl the I'rivilt'gt,s antl Inrrnrrnitics ((ikrbal ('erttlt' li)t' /\dal)tati(]rl) ()I'(lt'r, 2()r.i

in accorlance u ith the ('onstitrrtion of'Ke nt'a. tht' I rr tt'rpreta t iott atttl ()t'ttt'tlrl l)r'or isiotts.\ct,
(-ap 2, the Privileges antl Itnnrtrnities Act, ('ap lil). all(l tlle Stiltrltol'-)' Ill:'tl tlltl('llts .\ct. ('a1r

gr\ the (i>ntnrittee Adopted its liepol't unanirnorrsly as propr>serl antl st'uttttletl b1' tlrc IIon
.Joscph Wainairra Iraya, (XiW, MI') antl 'l'he I'lon. Saitl llLrya Ililibac. N{l'irnrl fecolttltlt'ntls
that ihe IIols1' ,\l,PROVl.lS the Priviltgcs antl Irrrrnrrnities ((ilobal Ct:rrtlc lirr.\tlaptation)
()r'der, 202.,r (l,egal Notice No. tJ2 ol '.ro2.r) ir) its cntirety llursttant t() :i('('tioll I I ol'tlrt'

LTpon scrutinizing the [\'ivilegt s antl I nrrrr rrnitit's (( ilobal ('erttlt' lirl r\r laptatirrlr ) 
( )rtlct . '2(t2 5,

the (lonrntittee nta<le tltc ltrllt:lwing obsct vatiolls:

(i) -l'he Ilost C'oLrntry /\green)('nt (ll(',\) lx'trvcen thc ( ioYt'rttlttt'ttt ()1' Keltl'a :ttttl tltr:
(ikrtral Clentre ftl A<laptation ((i('.,\) tlocs nt>t rctlttirt' r'ittillcat i( ) rr b-1' I'atliatttt'ttt
in accordance rvith Article t2((j) of thc ('onstitrrtiort u hiclt inte[ratt's ilttet ltational

afare('nlet)ts into larv.
(ii) 'lthe l,r'ivileges arrtl lnrnrtrnities ((ilobal ('t'ntrt' lirr .'\rlaptation ) 

( )rrlt'r', ,o9.',, l,cgal

Notice No. s:l of .2ogs is a statutory instlrrrntrrt atttl lras tlrt'lirrt't'of'larr rvithin tht'

mt'aning ofsection , ofthe Stattltol'y Instrtttrtents ;\ct. ('ap 9,\ to tltt'cxtent that

it is an Order nratle prrrsrrarrt to tht' pos't,ts confi't't'ctl to the ('allirrct Sttrttaly
tunder sectiott tl ot' tht' Plivileges antl lltttttttnities J\ct, ('aP lil).

(iii)-I'he t)rder sas strbnrittt'd to the Clcrk ol'the Nittiottal ,\sst'trrhlv uitltin tlrt'
stattltor.y tirnelincs set out un(ler section I t(l) ot tltt' Stattltor-\' lltstt tttltt'Itts r\t't.
Cap. 9A. -l-he Order uas publishcd ir) tllc (;.rirc1ll as Legal Notit't No. 8, ol''lo:25

on 2"J NIay, 2025 and tirblt:tl ott the lrl'()l .ltlnc, 2o'2.".

(iv) In conrllliitrcc u,ith section ri..\ o1'tlrt: Statutor'-y Irtstrtlnlellts.\ct. ('ap 2r\. tlre
Ot'dcr rvas acconqrattietl b}' aIl c\J)laI)at()rv tttt'tttoratttlrtttt.

(r') 'l'he N,linistry 0f l.'t>reigrr antl l)ias;xrra r\[]irirs consitlt'tt'tl tltt'r'it'rvs ol thc lic,1'

stakeholders on the I lost (irrrrrtry Aglc(,nlr.'I)t (l I('r\) lx'trveen tllt' (;()\'('l llnl('nt of

Kenya and the ()lobal Centre lirr Adaptatiorr (()('A) such as tht' Natiotral -l't t'asttt y

antl l.lconomic Planning, OIIice ol tlrt' ;\ttorttt'1, ( it'ncral, tltt' l)irt'ctot ate ol
Imnrigration, Kenya Revenue ,\trthoritv an(l thc Nlinistt'y of' [']nvit onrtrt'trt,

Clinratt' Clhange atttl liorestt y.

2lri) ,,,1



I)rivilegt's irrrtl Inrrrrrnitics r\ct, ('ap l?0 arrtl st'ction I l(.1.) of'the Statutory Instrttlnents Act,
('ap:2,\.

MIN/NO.NA/DC/EF&.M/ tae / qu)i CONSIDERATIoN OF THE SESSIONAL
PAPER No. 5 OF 20.24 ON GREEN FISCAL
INCENTIVES POLICY FRAMEWORK

llpon stLrtl_f ing and corrsirlt'ring tlre Scssional l)aper No. 5 ol'2o2 l. on tlte National ()reen

l"iscal lnct'ntivt's I'olir'\' Irrantesorli, tlrt'(\rnuttittee n)a(le thc lbllorving ollservations:

i) 'l'hc goal ol this lxrlic.f is to iderrtill, arrtl prioritizt'tlrt'inrplerrtentatiolr ot'a coherent
srritr ot glt,t.n tist al actions that rvill t'rrable Kcny:r to exploit the opporttrnities firr
at'celt'r'ating tlrt' trartsition to a lou-t'nrissions rlevelopttrent Jrathrvay rvhile
r:rrhancinrl clinratt' resilit'rrce arttl cnsttring t'nvit ontttental sLrstainability.

ii) 'l'lrr. fiarrrerr,olk irlentil'ies st.t tor-spccific llscal nrt'asLrres covering areas stlch as

tlisastt'r' r'isli nril narI('r1lcnt, agricultrrte, rt'ut'rvallle tlterg)', translxll't, \\aste
nlilnat1('nrent. irrrtl Iirrt'strt. tlrt'rt'lr,t' t'rrstrt irrg a crttrtpreltensive approach to clinratt.
acti()u

iii) 'l'lre polic-y I)t.t)l)os('s a balattct'tl trtix of incetttives to cr)collla!{(' investtlent itt

ur-(,c . lorr -t'arlxrrr. anrl clirrrate-r't'sil icnt initiatives, s hile introdtrcing
rlisirrct'ntir.rs ainrr.tl at ;rlrasirrg out t,rr vit'ortnren talll' Iralrrtfirl arttl Luts tts tainal;le
pt irctices.

ir') -l'lx. 
lxrlicl' uill t'rttottrirgt' I)r i\irt( s('(t()r' l)irr ticil)ati()n in clitttate-relevatlt

lirrarrr'ing nretlranistns. inclrrrling grcrn lxrtrds, I)a-yntcnt lirr I'icosystt'nt Services
(l')l')S). arxl ['icologieal l'isr:al -ll'ansfi'r's (l'll.''l's)that rvill t'nhance resilience to
clirnatt' changc arrrl otlrt'r' sll(x'ks; aIl(l

r') 'l'hc 
lxrlic-y is t'sserrtiirl lirr Iicn-vrr to Ilranagt'tt'ansitiott t'isks, rvhere [ailule to align

rvitlr glolral lorr -t'nrissiorrs tr-('n(ls rlla)' lcarl to intt'rnatiolral tnarginaliz.ation.
inrpacting tratlt' arrtl capital llorr s.

vi) 'l'lrc t'stablish rrrcnt ol a l{ert1'a (;rr'('n lnvestn)ent Ilank uill de-risk grecn
inlestnr('Dts. nraking thcnr rrnll'e attt'acti\.c t() th(' l)r'ivat(' sectol' tht'ough blende(l
lirranct'. erralarrtr'('s, an(l c(rrccssional lirrrding.

MIN/NO.NA/DC/EF&M/teo/zorst At) ()PTI ()N oFTHERFP()RT f)N THF

ENTIVES
SESSIONAL PAPER No. 5 OF 2044,ON

FRAME\VORK

'l'Ire ('orrrrrritttr, tonsitlt'r't'tl lnrl trrr;rrrirrrrrrsl,y atkrptetl its llclx)rt having proposetl antl
secontk'tl by tlrt l Iorr. ('hality Kathirrrrlri, NI[' arrrl -l'lte 

I Iotr. .loscph Wainaina Iraya, Ml'
rcsl)ectivel)' rvitlr tlre lilllorYing r(('onlnl('r)(lati()ns-

i) The Horrse adopts this Rcport on Sessional Paper No. 5 of 2094, on the
National Green Fiscal Incentivcs Policy Framework;

ii) Following the adoption of this Policy, all proposed legislation and
rcgulations to bc guided by thc provisions of the National Creen Fiscal
I nccnt ives Policy Franrervork.

MIN/NO.NA,/DC/EF&M/19I/9O251 ANY OTHER BUSINESS
-l'lrt' (irrrrrrrittt'r' t'arrvasst'tl thc lirllorlirru:

l) lir conrlrrtt ticltl visits in tl:t. lirll,rsirr{ art'as firlkxvinga Statcn)ents lefi'rred to the
(lrrrrrnittt'r, llulsuilnt to Starrrlirrg ()r'tk'r's t. l. (.2(')

i. [-orests in Nlagarli alt'a, liajiarlo (\)unty t() asst'ss tltc levt'] of'tbrest (lestructiolr
ii. -l'rrrhana Sotrth (irnst itrrerrc.y to establislt the advt'rsc t'fli'ct ol'illt'gal nrining

L
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MIN/NO.NA/DC / EF E M / reg / eoz, l AND
NEXT SITTING

There being no other. business, the nteettng was ad.;oLrr ne<l at I 2 l sPn) 'l-ht' ttt'r t tttceting rr ill
be held on notrce

FN

I \Signed Or,u...?9 )..D15....e3

HON. ENG. VINCENT MUSAU MUSYOKA, CBS, I\'I.T.
(cHAIRPERSoN)

-:[rr _
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REPUBLIC OF KENIYA

THE NATIONAL TREASURY AND ECONOMIC PLANNING
Tclcgrrphic Addr.ts: 2292t
FINANCE _ NAIROBI
nsr N0.315779
Tel.phone: 2252299

THE NATIONAL TREASURY
P.O. Bor 3flX)7 - $100

NAIROBI
KENYA

Ref No: TNT /zz/2s7 /05/ A(58) 7th August, 2025

Samuel Nioroge, CBS
Clerk of the National Assembly
Parliament Buildings
NAIROBI

D,* C\7N\L
RE: RETREAT WITH THE DEPARTMENTAI COMMITTEE ON
ENVIRONMENTAND MINING

-..lre

Reference is made to lener No. NA/DDC /EF$M/2025/46 dated Z9,h Jdy,2025
from the Clerk of the National Assembly with the above subject matter. The
Departmental Comminee on Environment, Forestry and Mirung has invited me to
a reueat scheduled for 8'h and 96 August 2025 in Machakos County to make
subrnissions on sessional Paper No. 5 of 2024 on the Green Fiscal Incentives
Framework Policy.

However, given other official engagements I am not in a position to attend rhe
retreat as scheduled. The purpose of this letter is to inform you of this siruadon
and seek your indulgence to request the Honourable committee to allow my office
to represented by Mr. Peter Odhengo, Head of Financing Locally-Led
climate Action (FLLocA) who is well versed wiri the subject matrer in the said
meeting.

Please Considet.

Yours (,."

DR. S K KIPTOO, CBS
PRINCIPAI SECRETARY/THE NATIONAL TREASURY

Mr. Peter Odhengo
Head of Financing Locally-Led Climate Action (FLLoCA)
The National Treasury
NAIROBI

copy:



GREEN FISCAL II{CENTIVES POUCY FRAMEWORK

The Policy Actions

The Green Fiscal Incentives Policy Framework seeks to steer Kenya's economy onto a
desired low-carbon climate-resilient green development pathway through a variety of
fiscal and economic mechanisms.

I. Sector-specificfiscalactions
A. Disaster risk management

> Flood control measures: The government plans to increase funding and implement
preventative measures for flood control projects like dikes, dams, catchment, and riparian
reserves to combat perennial floods.

) Disaster risk financing: The Kenyan government plans to use innovative disaster risk-
financing instruments like catastrophe bonds, risk pools, and contingency bonds, along
with sovereign and subnational disaster management funds, and the Kenya sovereign
Green Bond Framework.

> climate information services: The national and county governments plan to boost
funding for meteorological services, Early warning systems, and climate information
systems, Including weather disseminatlon and tax incentives for early warning equipment.

) compensation fund for climate impacts: The government plans to increase funding
for resilience building programs like the Hunger Safety Net Program to protect vulnerable
communities from extreme weather and climate-related events.

8. Water and the blue economy
> Enhance water haryesting and storage: The government plans to enhance

affordability of water harvesting and storage equipment, enforce strict quality controls,
and make mandatory water harvesting for public and household buildings to combat
water shortages.

> Promote water use efriciency: Kenyan governments plan to implement fiscal
measures for water efficiency and preservation, explore current charging systems, and
develop water tariffs to support Kenya's vulnerable population and promote sustainable
water resource use.

> Elimination of invasive species: To sustainably eliminate the threat of invasive species
such as water hyacinth the national and county governments will support research
technology and innovations in the management of these invasive species.

> Promote sustainable fishing and restoration of coastai ecosystems: Kenyan
government plans to combat unsustainable fishing practices by introducing tax measures,
fishing quotas, and coastal ecosystem restoration through fiscal measures.
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> Restore degraded deltas and weUands: Government develops fiscal instruments like

PES to promote private sector pafticipation in restoring degraded deltas and wetlands

due to growing population and agricultural production pressure.

> Protect riparian land in arid and semi-arid areas: The government plans to
incentivize adaptation programs to build sand storage dams for livestock and small-scale

cultivation.
) Provide green shore power as a viable alternative to contribute to emissions

reductions at Kenya's seaports: The government plans to incentivize green shore
power supply investors to invest in cold ironing as an alternative marine power source to
meet energy demands of ships at ports.

F Provision of appropriate reception facilities for the control of emissions from
ships: Kenya's government plans to establish vessel reception facilities to manage GHG

emissions from anticipated vessel growth due to Poft of Mombasa expansion and Lamu

Poft construction.

C. Health and sanitation

> Combat increased incidence of malaria: Climate change is causing an increase in

malaria cases, prompting governments to allocate funds for research and innovation to

combat this issue environmentally.
! Discourage improper handling of hazardous wastes The national government and

county governments are implementing more financial punitive measures to address the

issue of improper handling of hazardous materials like mercury and lead

> Promote energy efficiency in health facilities: The government is implementing tax

exemptions and a health facility grant scheme to promote the importation of energy-

efficient medical equipment and the installation of renewable energy mini off-grid systems

in remote health facilities.
> Promote use of organic pesticides: Excessive use of harmful pesticides threatens

human health and the environment, increasing acute respiratory infections, Promoting

environmentally friendly bio-degradable pesticides, such as pyrethrum-based ones, can

be achieved through fiscal incentives and public procurement'

> Support surveittance of climate-related health risks: Climate change will increase

disease outbreaks like Malaria, Rift Valley Fever, and East Coast Fever, prompting

governments to allocate funds for climate-related health risk surveillance'

D. Agriculture, Food, and Nutrition Security

F Water-saving irrigation systems and strategies: The government is promoting

water-efficient irrigation systems, such as drip irrigation and deficit irrigation, to help

farmers adapt to climate change by reducing their reliance on outdated, non-water-saving

technologies.



! Reduction of post-harvest losses: The government plans to boost agro-processing
and encourage the use of post-harvest storage technologies like cooling plants and
hermetic bags to minimize post-harvest losses.

> Green technology in crop production: The policy will promote the use of integrated
crop management technology, organic farming and the use of low carbon emission
equipment for cultivation.

D Livestock production: The government will explore opportunities and fiscal incentives
to promote the adoption of improved adaptive and resilience technologies to increase
livestock production and productivity by 2030.

) Cooperative development for sustainable agriculture: This poliry will incentivize
cooperative development and prudential management through provision of performance
based cooperative grants and concessional loans.

E. Forestry wildlife and tourism
F Incentivize tree growing and management: The government recommends tree

planting on publlc and private land, offering options like a tree-growing guarantee scheme
(T2GS), tax deductions, tradable carbon credits, incentives, government recognition,
concessionary loans, and government grants. private land requires at least 10% tree
cover, with diversified trees earning carbon credits up to 50o/o of the owned land.

L Reduce pressure on forests: The government plans to encourage investments in
bioenergy and clean cooking solutions for households, institutions, schools, and
commercial enterprises.

> Ecological fiscal transfers (EFTs): The National rreasury, Ministry of Environment
and Forestry, and cRA will collaborate on an EFT parameter in revenue sharing to
enhance county capacity for preserving environmental functions.

F Payment for ecosystem services (PES): The Ministry of Environment and Ecosystems
will expedite the development of PES schemes to boost conservation and restoration
programs, benefiting the poorest households, using carbon pricing proceeds.

F Integrate afforestation and reforestation into carbon tax design: The
government plans to consider reducing tax liability for companies by purchasing offsets
from forestry projects, eltending the carbon price signal across various sectors and
leveraging existing forestry project management capacity, as seen in other jurisdictions.

> More support for ecotourism and wildlife: The government will review fiscal options
for enhancing ecotourism in Kenya.

F. Human sefilements and infrastructure
> Enhance the climate resilience of roads: Kenya's road network is vulnerable to

climate change impacts like floods due to imbalance between natural ecosystem and
built-in infrastructure, To mitigate this, the National rreasury will include climate-
resilience criteria in PIM Guidelines and promote bioengineering adoption through
collaboration.
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> Integrate the circular economy into infrastructure development: Kenya's
government plans to provide fiscal incentives for the use of recycled materials in

infrastructure development to enhance sustainability and resilience.
> Support the circular economy in construction: The government plans to incentivize

local construction materials with over 40% recycled content, establish facilities for waste

collection and resale, and impose fees on contractors for non-compliant waste disposal
procedures.

> Support green building development: The government will incentivize developers to

meet green building specifications, including design, production, importation, and sale of

alternative technologies, and research and development for innovative green building

technologies.

! Supporting Adoption of Water and Energy Efficient Infrastructure: The

government will incentivize construction of water and energy efficient buildings. In

addition, all the design of new public buildings will integrate water and energy efficient

measures in their construction and functioning.

G. Eledricity

) Phase-out fossil-fuel-based thermal electricity: The government plans to offer

fiscal incentives to reduce renewable energy costs, thereby accelerating the development

of green energy alternatives and technologies for variable renewable energy power

integration,

> Accelerate geothermal development: The government plans to offer fiscal incentives

for private investment in geothermal electricity generation and other productive uses,

including concessional funding and public support for early-stage investments'

> Expand off-grid electricity solutions: The government will incentivize off-grid

renewable energy options to enable access in areas far from the national grid. Tax

exemptions and credits will be considered.

) Incentives for electricity connection: The government will provide consumer-level

incentives to enable more households and MSMEs afford electricity connectivity through

enhancing initiative such as the last mile connectivity.

H. Clean cooking

> Incentives for clean cooking fuels and technologies: The government plans to

introduce incentives to promote clean cooking fuels and technologies, aiming to enhance

affordability, availability, safety, efficiency, and reduce household air pollution. Innovative
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approaches include "pay-as-you-go" models, "Mwananchi gas" programs, and smart
metering for LPG.

> Enabling Markets for clean cooking seruices: To promote clean cooking solutions,
standards, stove testing infrastructure, voluntary labeling, certification, local production,

and regulations are needed to ensure a sustainable market system.

D Investment in R&D of renewable energy: The Government will consider increasing

investment in Research, Development and innovation on renewable energy as a means

to close inherent information gaps and embrace informed policy and decision making.

I. Manufacturing

> Promote efricient management of production systems: The government plans to
offer fiscal incentives to the private sector for innovative production, acquisition, and
efficient machinery use to optimize energy, materials, and reduce waste.

> Develop eco-labelling schemes: The government will prioritize procurement of eco-
labeled products and services, as they meet environmental criteria.

l. Transport

> Promote mass rapid transit: The government plans to transition to e-mobility and
green transport systems, shifting public expenditure towards sustainable infrastructure,
aiming to reduce emissions and congestion.

D Incentives for electric vehicles: The government plans to offer incentives for the
import, manufacturing, and assembly of electric and hybrid vehicles, including spare
parts, to facilitate a transition towards low-emission transport systems.

) Expansion of e-mobility infrastructure: The government will provide incentives to
develop and expand infrastructure that supports e-mobility and non-motorized transport.

D congestion charging: The government will explore development of a congestion
charging scheme in the cities, as a source of revenue for greening the sector.

) Development of alternative transport fuels: Incentivize production of alternative
transport fuel sources such as bio fuels (biogas, bioethanol, biolpG, biodiesel) and green

hydrogen.

K. Waste management
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F Development of Material Recovery Facilities (MRF): Provlde incentives for waste

recovery facilities, circular economy, incentivize sanitary landfills and dis-incentivize

dumpsites.

! Incentives for private sector engagement in waste management: The

government plans to encourage private sector Involvement in waste management

through tax incentives, investment removal, fostering a favorable investment

environment, and promoting finance access.

) Encouraging circular business models: The government is promoting circular

business models through incentives like EPR regulations, recycling, preferential use of

recovered materials, and support for innovative waste-to-energy technologies.

U. Enhanced green financial intermediation actions:

a) Green investment bank
) The government plans to establish a green investment bank to aid the public and private

sectors in overcoming obstacles to large-scale green investments. The government plans

to explore various complementary fiscal actions to promote green investments:

(i) The Kenyan government plans to establish the Green Investment Register

(GIR) to direct investment towards environmentally friendly products and

projects. The GIR will include national priority green sector projects,

flagship projects, and green public-private partnerships.

(ii)The government plans to enhance green public procurement at both

national and county levels by creating guidelines that incorporate

environmental parameters,

(iii)The government plans to expand public funds like NRF, NETFUND, and

NCCF to support green technology innovation and local production,

ensuring complementarity with KeGIB initiatives.

(iv)The government will collaborate with industry leaders to identify green

innovation and technology needs, review research policies and strategies,

and align them with prioritlzed green research gaps.

(v) The government plans to establish regulatory's and boxes' for green

technology firms to test their innovative products and services in a live

ma rket environment.
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(vi)The government wlll develop and provide flnancial and technical support to
green innovation and incubaUon hubs for innovators and nascent green

technologies.

(vii)The government wlll establish and flnance Green Special Economlc Zone

ln all the 47 counUes through KeGIB.

b) Carbon tax
> The Kenyan govemment plans b o<plore the feasibillty and design of a carbon tax,

recognizing its potentlal to efficiently reduce GHG emlsslons and generate revenue.

g\CutI
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I. PURPOSE

l.The purpose of this Brief is to apprise you of Kenya's National Creen

Fiscal lncentives Policy Framework:

II. BACKGROUND

2. The creen Fiscal lncentives Policy Framework seeks to steer Kenya's

economy onto a desired low-carbon climate-resilient Sreen

development pathway through a variety of fiscal and economic

mechanisms. creen fiscal reforms can help shift consumption patterns'

generate additional revenue, and drive private investment in projects

and programs that adopt climate-friendly production mechanisms'

3. The policy sets out how the government Ministries' Departments and

AgenciescanenhancemobilizationofclimateFinancefromall
5ource5:private,public,multi.lateralagencies,bilateral,philanthropic.
etc. to finance Kenya's updated NDC and NCCAPs'

4. The Policy Framework considers Sreen fiscal reforms as mechanisms

thathavebeenusedbygovernmentstocorrectenvironmental
externalities, support national climate change goals' and promote

clean energY investments.

5.Themechanismsrangefromtaxpolicies,subsidiesandexpenditure
programs, and regulatory instruments with fiscal components all of

which have revenue implications' As such: government taxes can be

usedtostimulateashiftinproduction,consumptionandinvestment
in low-carbon climate-resilient and environmentally sustainable

practices; concessional loans, guarantees and interest rate subsidies can

be effective tools in overcoming investment barriers and leveraging

private sector Sreen investments; and government spending can

directly tarSet the delivery of environmental outcomes that the

private sector might otherwise ignore'
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POTICY CONTEXT
Recognizing the threats posed by climate change and otherenvironmental challenges, the world i, notar tut .

lnvestors are rapidry 
"shirting 

rrom dirty-t; l[:ffi:"[:'*"i;
H[:::i r:;T[""i. ". 

en vi ron m enta r susta ina birity a re experien cing

7' The worrd's rargest emitter, china, in 2020 predged to reduce co2emissions to net zero by 2060. rire Unitea Nations call for Action onAdaptation and Resirience spered 
-an*urgent 

need for enhancedresilience and als
co n s iders,n " .",i,,.,1",j,,1:1, #::i::" 

. 

J;:l T'1, l:ff :*Jl*prosperity and human wellbeing.

8' ln accordance with the updated NDCs that buird on nationar poricies,plans and regal frameworks, it is essentiar for Kenya to pray a fulr andactive part in this grobar transition to u to,,-.uruon crimate resiliencedevelopment path.

9' A deveropment path characterized by continued row-emissions,enhanced climate resilience and environmental sustainability.
l0' Formuration of this poricy was initiated within the framework of theclimate change Act, 20r5 and the Nationat crimate change ActionPlans whose objective is to encourat; ;,, carbon crimate resilientdevelopment through imptementatiln o, ,nu National ClimateChange Response Strategy. 2010.

lv 6OALS AND OBJECTTVE5 oF THE pollcyll' The goar of this poricy-is to identify ana prioritize the imprementationof a coherent suite of green fiscai actio-ns that wilr a,ow Kenya toexploit the opportunities of ...uturuting the transition to a row-emissions development pathway while Jnhancing climate resilience

IXi, 
.nrrr,n* environmentat sustainability. tn doing this, the policy

a. Direct government planning, budgeting and spending/procurementtoward green and consumption.
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III. POLICY CONTEXT
6. Recognizing the threats posed by climate change and other

environmental challenges, the world is now taking more rapid action.
lnvestors are rapidly shifting from dirty to clean assets. and key

technologies needed for environmental sustainability are experiencing

rapid cost reductions.

7. The world's largest emitter. China. in 2O2O pledged to reduce CO2

emissions to net zero by 205O. The United Nations Call for Action on
Adaptation and Resilience spelled an urSent need for enhanced

resilience and also recently adopted a landmark framework that
considers the contribution of nature when measuring economic
prosperity and human wellbeing.

8. ln accordance with the updated NDCs that build on national policies,

plans and legal frameworks, it is essential for Kenya to play a full and

active part in this global transition to a low-carbon climate rerilience

development path.

9. A development path characterized by continued low-emissions,

enhanced climate resilience and environmental sustainability.

10. Formulation of this Policy was initiated within the framework of the
Climate Change Act. 2016 and the National Climate Change Action
Plans whose objective is to encourage low carbon climate resilient

development through implementation of the National Climate
Change Response Strategy, 201 0.

IV.GOAIJ AND OBJECTIVES OF THE POLICY

I I . The goal of this poliry is to identify and prioritize the implementation
of a coherent suite of green fiscal actions that will allow Kenya to
exploit the opportunities of acceleratinS the transition to a low-
emissions development pathway while enhancing climate resilience

and ensuring environmental sustainability. ln doing this, the policy
will:

a. Direct tovernment planning, budgeting and spending/procurement
toward green and consumption.
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b. Provide a framework for fiscal incentives to attract private sector
investment into a Iow-carbon emission, climate-resilient and
environmentally sustainable economy.

c. Provide a framework for generating additional revenue streams for
the government.

V. BENEFITS OF THE POLICY TO KENYA

l2.The Policy is an important part of accelerating the implementation of
the Constitution of Kenya. 2010 where a clean and healthy
environment (Articles 42,69 and 70) are fundamental rights.

13. The poliry will encourate private sector participation in climate
relevant fi nancing opportunities.

14. The policy will enhance resilience to climate change and other
shocks.

15. The policy is essential for Kenya to manage transition risks. Failure to
align with global low-emissions trends may lead to international
marginalization, impacting trade and capital flows

15. The policy will provide for the Establishment of the Kenya Creen
lnvestment Bank that will provide a range of funding instruments
and associated incentives to iupport climate action

Page 4 of 4



I

REPUBLIC OP KENYA

BRIEF

ON

THE NATIONAL GREEN F6CAI INCENTIVES POTICY

FRAMNVORK

$Lctr-



I. PURPOSE

L The purpose of this Brief is to apprise you of Kenya's National Creen

Fiscal lncentives Policy Framework;

II. BACKGROUND
2. The creen Fiscal lncentives Policy Framework seeks to steer Kenya's

economy onto a desired low'carbon climate-resilient Sreen

development pathway through a variety of fiscal and economic

mechanisms. Creen fiscal reforms can help shift consumption patterns'

generate additional revenue, and drive private investment in projects

and programs that adopt climate-friendly production mechanisms'

3. The policy sets out how the government Ministries' Departments and

Agencies can enhance mobilization of climate Finance from all

sources:private,public,multi-lateralagencies,bilateral'philanthropic'
etc. to finance Kenya's updated NDC and NCCAPS'

4. The Policy Framework cOnsiders Sreen fiscal reforms as mechanisms

that have been used by governments to correct

externalities, suPport national climate change goals'

clean energY investments.

env ironmental

and promote

I

5.Themechanismsrangefromtaxpolicies'subsidiesandexpenditure
programs, and regulatory instruments with fiscal components all of

whichhaverevenueimplications.Assuch:Sovernmenttaxescanbe
used to stimulate a shift in production, consumption and investment

in low-carbon climate-resilient and environmentally sustainable

practices; concessional Ioans, guarantees and interest rate subsidies can

be effective tools in overcoming investment barriers and leveraging

private 5ector Sreen investments; and government Jpending can

directly target the delivery of environmental outcomes that the

private sector might otherwise ignore'
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III. POLICY CONTEXT
6 Recognizing the threats posed by climate change and otherenvironmental challenges, the world is now taking more rapid action.lnvestors are rapidry shifting rroln airtf-to- .l"un assets, and key
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China, in 2020 pledged to reduce CO2emissions to net zero by 2O6O.The UnitJNJtions Catt for Action onAdaptation and Resili
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"n measuring economicprosperity and human wellbeing.
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ln accordance with the updated NDCs that build on national policies,plans and legal frameworks, it is essential fo,. f.nyu to play a full andactive part in this grobar transition to u lo,',-..ruon crimate resiriencedevelopment path.

9' A deveropment path characterized by continued row-emissions,enhanced climate resilience and environmental sustainability.
l0' Formuration of this poricy was initiated within the framework of theclimate change Act' 2015 and the Nationat crimate change ActionPlans whose objective is to encourat"';,, carbon crimate resirientdevelopment through implementati"on o, ,r,. National ClimateChange Response Strategy, 2010.

lv. GOAU AND OBJECTTVES oF THE pollcyIl' The goar of this poricy-is to identify ana prioritize the implementationof a coherent suite of green fiscai actions that will allow Kenya toexploit the opportunities of accererating the transition to a row_emissions development pathway whire Jnhancing crimate resirienceand ensuring environmentar sustainabirity. rn doing this, the poricy

a. Direct government planning, budgeting and spending/procurementtoward green and consumption.
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a

b. Provide a framework for fiscal incentives to attract private sector

investment into a low-carbon emission, climate-resilient and

environmentally sustainable economy.
c. Provide a framework for generating additional revenue streams for

the government.

V. BENEFITS OF THE POLICY TO KENYA

l2.The Policy is an important part of accelerating the implementation of
the Constitution of Kenya, 2010 where a clean and healthy

environment (Articles 42, 59 and 70) are fundamental rights.

13. The poliry will encourage private sector participation in climate

relevant fi nancing opportunities.

14. The policy will enhance resilience to climate change and other
shocks.

15. The poliry is essential for Kenya to manage transition risks. Failure to
align with global low-emissions trends may lead to international

marginalization, impacting trade and capital flows

15. The poliry will provide for the Establishment of the Kenya 6reen
lnvestment Bank that will provide a range of funding instruments

and associated incentives to support climate action
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{
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ASSDMBLY

Reference is made to the captioned subject matter and the letter from the National Assembly
@lA) Ref: NA./DLP/TBO/SESP|2024 (004) dated 30th May 2024 notifying The Narional
Treasuly ofthe allocated Sessional Paper No. for the Green Fiscal Incentives Policy Framework,
and recommending submission of the Policy to the NA for consideration.

*ie prrpose of this letter, therefore, is to submit sessional paper No. 5 of 2024 on the National
Green Fiscal Incentives Policy Framework to the National Assembly for consideration.

Yours
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MEMORANDUM ON THE NATIONAL GREEN FISCAL INCENTIVES

POLICY FRAMEU/ORK

I. PURPOSE

l. The purpose of this Memorandum is to apprise the National Assembly

of the Kenya's National Green Fiscal lncentives Poliry Framework;

II. BACKGROUND
2. The Green Fiscal lncentives Policy Framework seek to steer Kenya's

economy onto a desired low-carbon climate-resilient Sreen
development pathway through a variety of fiscal and economic
mechanisms. 6reen fiscal reforms can help shift consumption patterns,
generate additional revenue, and drive private investment in projects

and programs that adopt climate-friendly production mechanisms.

3. The policy setr out how the Sovernment Ministries, Departments and

Agencies can enhance mobilization of climate Finance from all

sources: private, public, multi-lateral agencies, bilateral, philanthropic,
etc. to finance Kenya's updated NDC and NCCAPs.

4. The Policy Framework considers green fiscal reforms as mechanisms

that have been used by governments to correct environmental
externalities, support national climate change goals, and promote
clean energy investments.

5. The mechanisms range from tax policies, subsidies and expenditure
programr, and regulatory instruments with fiscal components all of
which have revenue implications. As such: government taxes can be

used to stimulate a shift in production, consumption and investment
in low-carbon climate-resilient and environmentally sustainable

practicer; concessional loans, guarantees and interest rate subsidies can

be effective tools in overcoming investment barriers and leveraging
private sector green investments; and government spending can

directly target the delivery of environmental outcomes that the
private sector might otherwise ignore.
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III. POUCYCONTEXI
6. Recognizing the thr€ats posed by climate change and other

environmental challenges, the world is now taking more rapid action.

lnvestors are rapidly shifting from dirty to clean assets, and key

technologies needed for environmental sustainability are experiencing

rapid cost reductions.

7- The world's largest emitter, China, in 2O2O pledged to reduce CO2
emisrions to net zero by 206O. The United Nations Call for Action on
Adaptation and Resilience spelled an urgent need for enhanced

resilience and also recently adopted a landmark framework that
considers the contribution of nature when meaJuring economic
prosperity and human wellbeing.

8. ln accordance with the updated NDCs that build on national policies,
plans and legal frameworks, it is essential for Kenya to play a full and
active part in this global tranrition to a low-carbon climate resilience
development path.

9. A development path characterized by continued low-emissions,
enhanced climate resilience and environmental sustainability.

lo' Formulation of this Policy was initiated within the framework of the
Climate Change Act, 2016 and the National Climate Change Action
Plans whose objective is to entourage row carbon crimatJ resirient
development through imprementation of the National climate
Change Response Strategy, 2OlO.

IV.GOALS AND OBJECTIVE5 OF TFIE POLICYll' The goar of this poricy is to identify and prioritize the imprementation
of a coherent suite of green fiscal actions that will allow Kenya to
exploit the opportunities of accelerating the transition to a low_
emissions development path
and ensuring environmental
will:

way while enhancing climate resilience
sustainability. ln doing this, the policy

a. Direct government planning, budgeting and spending/procurement
toward green and consumption.
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b' Provide a framework for fiscar incentives to attract private sectorinvestment into a l
environ menta,,r,, uu, n"ulila;.u;;rcmi 

ssi on' cl i mate-resi I ient a nd

c. Provide a framework f,
the government. 

or generating additional revenue streams for

V. BENEFITS OF THE POLICY TO KENYA
l2'The Policy is an important part of accelerating the implementation ofthe Conjtitution of Kenya, 2OlO *;;"

environment (Artictes 42,6e and zo) arerr"oi.ili""?r,rri,l. 
n"unn,

13. The policy will enc
relevant financing #Hff',[::ate 

rector participation in climate

14. The policy will enhance resilience to climate change and othershocks.

15' The policy is essential for Kenya to manate transition risks. Failure toalign with grobar row-emissions trends may read to internationarmarginalization, impacting trade and capital flows
VI. FINANCIAL IMPLICATION
16. Approximately Ksh.2OO million annually will be required over fiveyeari to support the operationalization of the policy so as to meetthe stated objectives and its related laws and regulations.
VII. RECOMMENDATIONS TO THE NATIONAL A5SEMBLYl7'The National Assembly is requested to note the contents of thisMemorandum, and if agreeable, adopt the National 6reen Fiscallncentives policy Framework as a sessional paper.

t

Sign........

HON .CPA JOHN MBADI

Cabinet Secretary

and

NC'ON60, EcH

Economic PlanningThe National Treasurv

oa"a.....1(.u.\.rs(
,LtJ
....-.1
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EXECUTIVE SUMMAITY

This policy documenr is orsan
b,"k;,";; ;;;"#: ]f,ffi :#l,l",ijl,l:I;Iil j|; T::l*"r providing the po,icy
tl,ee gives a simarionat analysis of gr""n nr"ut,rii*r.;:":,:T:rr:J#.J?:"r;:r::?
;ilH:*::l':-,#:: ?JJ H""', 

;'*" ;;;;,.,1",.-",,,*, for each sector based on
nft hchapte,co,icr;;;"";:,""T,'"Tf il""i":H::::,ff:.1,1,*o*,i"*"*r"*in"tures to implernent the policy.
The Green Fiscar Incentives policy Framework seeks to steer Kenya,s economy onto a desired
IIJlt"#' T,T;T,.1T,.:;:"a1",o"n,"*i r"iffi ,;; a variery or tscar and economic
revenue, and drive private i".]1: "':.help shift consumption pattems, generate additional
production mechanisms. Th" o.::*""1 

in projects and programs- tha, 
"0"r, "r.r,"+"..0i,

Agencies "*;"*" ;;ffi #l,"? J:ff:,:?.*:"';:TTi,, Ministries, n"*"",**l,.i
latenl and bilaterat agerries, philanthropic, 

",". ," n"r".l'iffi ll"Til;iB::#::Contributions and County and National Climate Change i"i", ,r""r.
The Policy Framework corxiders green fiscal reforms as mechanisms that have been used bygovernments to correct environmental cxternarities, .**i-*il"*, climate change goals, andpromote clean energy investments. The mechanis-.';;;;- rax poricies, subsidies andexpenditure programs' and regulatory irr*."o,. ,i,r,lil"ilo-por,"nt. all of which haverevenue imprications' As such: governmetrt taxes can be used to st,orurate a shift in production,consumption and investment in low-carbon ,t-"-*Ju"., u"no 

"o.,ri.orr."rta,y sustainablepractices; coucessionar roans, guarantees and interest rate subsidi* can be effective toors inovercoming investment barriers and.reveraging private s*,", t*"1" **"*ents; and govertrment

:ffH:",ili'.:itlv 
tarset the deliu"ry oi"iui'on-"riJ."i""-*,n* the private sector misht

Recognizing the threats posed by climate chauge and other environrnental challenges, the world isnow taking more npid action. Investors are rapidly shifting from di(y ro clean assets, and keytechnologies needed for environmentar srst"i*iitity 
"." 

exft.iencing rapid cost reductions.The world's largest emitter, China, in 2020 pledgedio rea*. iO, 
"-l..io* ro net zero by 2060.Further 

.progress 
is soon expected from the use.. rn" u**i t{"aion, call for Action onAdaptation and Resilience spclred an urgent need for€nh"r""d r".ii"o"" rr,a also recentry adopteda landmark frarnework thal considers the contribution of nrt r" when measuring economicprosperity and human wellbeing.

In accordance with the updated National Determined contributions that build on nationar policies,
plans and legal framervorks, it is essential for Kenya to pray a ful and active part in this grobal
transition to a low-carbon-climate resilience deveropmerrip.ih. e d"r"lopment path characterized

t
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by continued low emissions, enhanced climate resilience and environmental sustainability will

provide Kenya with a wide range of benefits irrcluding: stronger growth, greener invesfrlent and

higher irmovation; enhanced nahrral capital; avoidance of kansition risks; enhanced resilience to

climate and other shocks; meet international obligatiors, among othen.

The goal of this policy is to identifi and prioritize the implementation of a coherent suite of green

fiscal actions that will allow Kenya to cxploit tlrc opportunities of accelemting the transition to a

low-emissions development pathway while enhancing climale resilience and ensuring

environmental sustainability. In doing this, the policy will:

i.Direct govemment planning, budgeting and spending/procurBment toward green production and

consumption.

ii.Provide a framework for fiscal incentives to attract private sector investment into a low-carbon

emission, climate-resilient and environmentally sustainable ec,onomy.

iiiProvide a framework for generating additional revenue streams for the govemment.

The policy sets out a series of green fscal policy actioDs of particular interest to the goverunent
of Kenya. The key sectors identified in the policy have the greatest potential to green Kenya's
economy and are in line with the National climate change Action plan (201g-2022). These sectors
include agriculh,e, food and nutrition security, water and sanihtion, brue economy, disaster risk
financing, health and sanitation, forestry, hurnan settlEment and intastructuE, energy, tra$port,
maoufach*iug a,,d waste rnanagcme,.t. The poricy also identifies some key cross-cutting policy
actions that would have an important impact in support of Kenya,s green development agenda.

The National rreasury will lead and fac itate the imprementation of this policy, working with
partnsrs to develop required laws and regulations. Capacity development for relevant stakeholders,
including county governments, w l be a criticar element of imprementation. A continuous programfor monitoring and evaluation w l be deveroped; and the poriry shall be reviewed within five ycars
to assess its effectiveness and relevance.
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CHAPTER I : INTRODUCTION

1.1 The crll for action

RecoBnizing the threats posed by cliTatg change and other enviroamental challengos, the world is

now taking more rapid action. Building on the moEerfum clBated by the Paris Agreement (PA)

and agreement on the Global Goals (the sustainable Development Goals, SDGs), and recognizing

the urgent need to Build Back Better from the coronavirus disease 2019 (coMD-2019) crisis,

countries arountl the world are committing to combat climate change and environmeqtal risks' Io

2020, the world's largest emitter, china, pledged to reduce coz emissions to net zero by 2060.

Further progress is soon expected from the US. The urgent need for enharned resilience is reflected

in the United Nations Call for Action on Adaptatioa and Resilieoce. lnvestors are npidly shiftiug

from dirty to cleau assets, and key technologies needed for environmenhl sustainability are

experierring rapid cost reductions. The United Nations recently adopted a lantlmark framework

that considers tlre conkibution of nature when measuring economic prosperity and huruan

wellbeing.l

In accor&nce with tbe updated National Determined Contributiors (NDCs) that build on national

policies, plans and legal fi-ameworks, it is essential for Kenya to play a full and active part in this
global transition to a low-carbon and climate-resilient development path. A development path
characterized by continued low omissions, enhanced clirnate rosilience and environrnontal
sustainability will provide Kenya with a wide range of benefits:

Stronger grotvth, greener investment and higher innovstion. UNEp,s 2014 .Kenya. Green
Economy Assessmetrt Report shows that pursuing a gre€n economy scenario will result in faster
economic growth.2 By 2030, gross domestic product (GDp) could be t 2% higher by taking a green
groMh pathway compared with continuing a business-as-usual (BALr) sceoario. This reflects the
high positive spillovers ftom climate-rclated innovation, the savings and yield increases provided
by a focus on resource productivity, and the ever-lower costs of many key low-carbon and clirnate-
resilient technologies. Kenya has abundant renewable energy resources, a thriving green fi,narce
sector and an enviable reputation as a climate action leader globally. Kenya has the potential to
sequester, reduce, or avoidabout 30 metric tons ofcarbon droxide equivalent per year and mobilize
up to $600 million annually fron regulatory compliance and voluntary carbon market (VCM)
projects by 2030 using an average price of $20 per ton. Kenya has arso emerged as one of the
largest issuers of carbon credits - 8th largest in the worrd in 2021. All these advanrages can be
exPloited in a green growth pathway. There are arso benefits from low-carbon, crimate resilient

I The Systcm of Environmental-Economic Accountilg- Ecosystem Accounting (SEEA EA)2 UrVft lzOt+1, Grecn Ecooomy Asscssmcnt Rcport: Kcoya. Available:

1



Enhanced natural capital. An estimated 42yo of Kenya'sGDp is derived from natural resourcesectors, such as agriculture, mining, forestry firhi;; ;;;""sm, while 420/0 of the totalemployment comes Aom small-scale agncul*r" 
^"irl"r"firir. o ,ooo, focus oa preservingand enhancing the natural capital thJ these 

".tiriii.r-a.[ni upon can eosure they providesustainabte' flourishing live,holds, fol.both 
"r-; *;;;;'lenerations. The recent Dasgupta

il:]ff#Jj.l'i :llHffi,"#fi*" ,,i".* ""iri1,"",,*.,o, *,,*, ",1 .",i "1,i

Enhanced resilience to climak
counrries that are mos r *'.,*. 

-,!';.* illll f iffi""".;fi:il:,lT",lil, il j:,:ieconomic welbeing and the attainmen, .r,rr" vi-.i"r- ioro".'no u. M"*u*-Term prans, theNccAP' the Bottom up Economic Transformation ot""iritii"l moder, amoug others.as Aspecific focus is needed to recoqnize, redu"" *O ,a"i, ," Lirl.,"L". to so doing, the counkydesrgned a comprehensi'e oronrr'm referred to as Financ*g t 
""iry-I-"a crimate Action programoLLocA) which is aimed at b-uirding resirience to;r;;;"*;;;rrks, vulnerability and shocks.ofher interventions arc also being devcloped to address ",t-.i*n" (such as infectious diseasesor cybersecurity) that thtreaten Kenya,s development.

Reduced transition risks' As noted above' the world is moving towara a low-emissions pathway.A failure by Kenya to move in rine.with (and potentially help read) this rransitio. could insteadresult in Kenya being siderined by intemational p"n*r. 
", ,iua, 

"ud 
capital flows increasinglytake accou,t of crimate considerations. vtost c"r6n-;t".rsir; iiir.oi", 

"oa 
fossil fuel exportersare already worrying about how to respond to this exist€ntiar tkeat. A Z0rh-cenhrry growth moderwill not serve Kenya well in a 2lsr+entury world.

Enhanced compliance with internationar obligations. under the paris Agreernent (pA),
countries have agreed to limit the increase in the giobal average temperature to .well below 2.c
above pre-industrial levers', and to purzue efforts to .rimit the tinperature increase to 1.5"c above

growth that en'hance human werbeing but which are not fu,y reflected in GDp statisrics, incruding
,",,:":,T ff ,,,:,fr 

and betrer hearth, reduced 
"""r;;;;;, ;;;;e oppo.t,,oiry ro rive in a more

3 Partha.Dasgupta (2021), Thc Ecoromics of Biodivc6ity: Thc Dasgupta Rcview. unircd Kingdom HM TreasuryAvailable: : i. ;:/r,..- ,r' j... : ,r.. .,: . . .,, ;ri. ,._.. :, ..:r ::.t-.--r._:_..._

r Bottom-Up Economic Modcl aims to bood cconomic growth by prici'itizjng invcslmcnt i11 thc grassroots cconomy,particularly in the agriculrurar sector, and cmpor",ing;"u 
"od'J"aiu.-.iia' "rrtopri"", 

(sMEs) to qcatc jobs
and rcducc povcrty.
5 'Big Fou'' rcfcrs to thc name given to thc four pillars of the economy (manufacturing, food sccuriry and nubitioir,
univcrsal healthcarc, and housing) that thc lrcsid-cnt of Kcnya pranncj to support in oidcr to dclivcr on promiscs
m-ade to citizcns during his second tcrm (20 t?-2022). subscquenily, ttre foui'scctos vere poontizcd in Kcnya,s
Medium Term Plan lll
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pre-industrial levels. Kenya's contribution to this goal is formally reflectod in its recently updated

NDC,whichenhanceditsambitionbysettingagoaltoreduceitsemissionsby32o/orelativeto
BAU by 2030, and included, for the first time, a commitment that some of this action would no

louger be conditional on the provision of support by the intemational community'

cookiag poyerty: cookiog poverty is a national development issue that mainly affects the poor

households. Incentives are needed to develop and deliver cooking decency for all. For long-term

sustainability, interventiors must be guided by prirciples that put cookiag needs and aspintions

of poor households at the center and futly integrate the universal access goal into national strategies

and roadmaps underpinned by high-level political support and investments.

There are irherent benefits of access to clean cooking: Improving access to clean cooking can

accrue large socioeconomic and environmental benefits for society. However, progress has been

stymied due to a l&ck of prioritization at all levels, including donors, national govemments, the

private sector, and households.

1.2 Ncw green fiscal policies to build on a strotrg planning foundation

Kenya has made significant progress in moving toward a green and blue development pathway as

sustainable nahrral resource utilization including marine and aqrntic resource is embedded in the
Constitution. The Green economy bas been mainstreamed in the MTPs and County Integrated
Development Plans (CIDPs). Under the Climate Chenge Act 2016, the goverornent is required to
develop five-year NCCAPs to guide the mainstreaming of adaptation and mitigation actions into the
sector functions of the national and county goverrunents. The NCCAp, covering the period 2018 to
2022, identifies a series ofactions for govemment and oiher stakeholders, with a particular focus
on adaptation. The National Policy on climate Finaoce (2018), provirled a clear direction on
mechanism for enhan6stl mobilization of clirnate finarpe from all sources: private, public, multr-
lateral Agencies, bilateral, philanthrcpic, etc. to finance Kenya's updated NDC and NCCAps. The
policy recomurended the development of green fiscal iucentive policies to catalyze the private sector
to finance transition to a low-carbon and olimato-resilient development path.

A range of further specific policies provide for green growth and sustainable nahual resource
maDagerrent including the Environmentar Managernent and coordination Act, 1999 and the
Sustainable waste Management policy and Sustainabre waste Ivlanagement Act, 2022.

However, the govemment has identifred that more needs to be done to realize the benefits of
transitioning to a low-emissions development pathway, while enhancing climate resilience and
environmental sustainability. In particular, it recognizes the need for new and additional grcen
fiscal policies - i.e., to use poricies relating to the way in which it raises and spends financiar
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Green fiscal reforms have been applied successfu,y around the world, from economy-widesolutions llke carbon rares in south Aftca and -Ecologi "ii'ii r^^t 
^ @FTs) inlndia andBrazil' to narrower and more dir€ct measures like gove-rnment investrnent in afforestation and landprotection seen in Erhiopia and the Aaican ,;i#;;;"**"n *"r. ,"" experience cleailydemonstrates that Green nisca A!!t! i, f"* "* "**;;;** sector fuancing of ctimareactions' spur green irurovation and technology i"r.r"n*".u, ,rrl..ve fiscal consolidation, correctmarket failures, and help identifo smarter ways for government taxation and spending.

CHAPTER 2: POLICY GoAI,s AND GI,]IDING PRINCIPLES
The goal of this poricv is to identify end prioritize imprcmentation of cohcrcnt suitc of greenfiscal actions tlat w*r enable *cnya'to ;rpi;il'ii.'iii".i,nities for eccererating thetransition to a row-emissions deveropment p"tn*rry ,i*"-Iohancing ctin ate resirience andensuring environmental sustainabiliiy.

The speciEc objectives ofthe policy are to:

i'Direct govemment planning, budgeting aod spending/procurement toward green production andconsumption
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ii.Provide a framework for fiscal incentives to attract private sector investment into a low-carbon

emission, climate-resilient and environmentally sustainablc economy

iii.Provide a framework for generating additional revenue streams for the government'

In seeking to achieve this goal, there are nine principles that have informed the development of the

policy to date and will guitle rhe implementation of the specific actions this policy framework

identifies:

Predictability: The policy wilt provide greater certainty in govemment policy to encourage higher

private sector investnent itr green groMh. Sunset clauses for phasing out incentive schemes will

be developed to provide certainty for the investors.

Cost-effectiveness:

The policy will promote fiscal measures that rnaximize value for money while ensuring sustainable

growth

Polluter-pays: The poticy will provide ways of allocating the costs of pollution prevention and

control to polluters to encourage the mtional use ofscarce environmental resources by evoking the

Polluter Pays Principle (PPP).

Coherence: The individual actiors developed under this policy will be additional. There will be a

focus on both ensuring that all policies are aligned to achieve the same objective, and on avoiding
unnecessary policy duplication or overlap.

Consultative: The policy and its.individual actiors are developed in a consultative manner,
drawing on the full range df expertise within Kenya and internatibnally, atlowing those who ,ivill

be both positively and negatively affected by potential changes to express their perspective and to
have an opportunity to suggest improvements.

rnclusiveness: The policy and its actions will promote the participation ofprivaE investors and
communities, including small-, medium- and large-scale enterprises. This wilt, in tum, support the
government's employment and wealth-creation initiatives. This is consistent with the BETA which
lays emphasis on leaving no one behind.

Transparency and accountability: Spending on green {iscal policies and any revenues raised.
will be managed in line with the provisions of the Constitution of Kenya ancl the Public Finance
Management (PFM) Act (2012) on sound public expenditures management.

Equity: The policy and its individual actions will promote reallocation and redistribution of
r$ources whjle talcing cognizance of the needs of the most wlnerable sectors and members of
societlr.



Sustrinability: The policy will t
needs of ,rr" *o"r,'*ir'o.;""::t'ot 

oPportunitv to meet econnceds _-.npromisin! ,r," 
"r,ri,v "i ii#:T:,,fftrf# iljj:.Jl
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CHAPTtrR 3: SIIIUATIONAL ANALYSIS

Kenya has already created a strong foundation for low-carbor\ climate-resilient growth through a

range of fundamental documents and tegislation. This starts with the country's Constitution which,

under Article 42, guarantees every Kenyan the right to a clean and healthy enviroDment and

encourages participatory resource ma&rgement and equitable benefits. This is reinforced by the

Environmental Management and Coordination Act, 1999, which includes a provision (urder

Section 57) for fiscal incentives, disinceDtives or fees to induce or promote the proper management

of the environment and natural resources or the prevention or abatement of environmental

degradation. Similarly, the Climate Change Act,2016 provides a regulatory framework for an

enhanced rcsponse to climate change, allowing for mechanisms and measures to achieve low-
carbon climate development, and for connected purposes. A range of strategies, policies, and
actioo plans are dctailed in subsequent goverDment docuurents including the National Climate
Change Framework Polioy (2016), the National Policy on Climate Fioance (2OlS), tbe NCCAP
(2018-2022), and the Green Economy Strategy and Implementation plan (2016-2030). They
highlight the need for a fscal incentives policy to accelerate transition to a green and circglar
ecoaomy through increased financiog from alternative sources such as the prilate sector.

Disaster risk management
Water and the blue economy
Health and sanitation
Food, agriculture and nutrition security
Forests, witdlife and tourism

A critical document reflecting Kenya's domestic ambition in the intemational arena is its updated
NDC. This was subEitted b 2ozo to the united Nations Framework convention on climate
change (JNFCCC), and specifies both mitigation and adaptation actions. It confirms Kenya,s
ambition to trarsition to a row-carbon society and reduce its greenhouse gas (GHG) emissions far
beyond' 12Yo by 2030 (with milestone targets at 2025) relative to the BAU scenario of 143 Million
Tons of carbon Dioxide Equivalent (Mtcoreq) outrined in the updated NDC. Emission reductions
are to be uudertaken based on equity and in the context of sustainable deveropment and efforts to
eradicate poverty, which are critical deieropment priorities for many deveroping cciuntries
including Kenya.

There have been a range ofimportant fiscal developments and initiatives across many of Kenya's
key economic sectors, which are deta ed below. [n each section, there is a brief discussion of thekey challenges and opportunities that Kenya faces in that sector, a sunmary ofthe current tscarpolicies. that are encouraging green economic growth, as well as a sunmary of relevant
intemational experience. A separate annex provides more detail onthe intemational experience.

The I I sectors considered in ihis section are:

o

o

o

o

o
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o

o

o

o

a

a

Human settlements and .infiastructure
Electricity

Cleaa cooking

Manufacturing

Transport

Waste rnanagement

Source: Goyenrment of Kenya, 2012

3.1 Disaster risk management

Situational context
Disasters significantry i,pact lives, rivethoods and economies across the globe aad imocdeprogress toward sustainable developm""t. Dir;. ;;;;;;extreme climale events continue

lf i,Hiff :ff x[*,f; fl""""*r,$tfl :f:;:T*Hi:H]ffi *#triTjf:rj:,,ili
Kenya is particularly vulnerable r

iTn*131a-9r *,i*rii"iil ili,'JlTi,l'lfjt:H13'iifdlTf-hada-sisri-ncenrnegatirae
since 20'' widespread environ-".*r.a"g-a,uil'G#"iffiT:ffi"Tr#r"'-"#rHl
drseases as weu as the resurgence orou.rl 

"n 
.onuil"ri;; ;d; 

"**.ion of the disaster risk(unrensrons. AII these push factors represent likelt;;;;il;;;f olmate change.

Table I: Damages and losses from select€d climate_related shocks as recorded by diffcrent

a

1997-1998 Nifio floods 0.8-1.2 2.94.4
1999-2002 rdught 2.5 4.8200t2006

0.45 1.0
8

1.4 3.92009
4.1 I l.l2010
2.8 7.020tt
1.7 8.8



,

Currenl ftscal and other policies

The government has made signiflcant strides in strengthening disaster risk maoagement systems

in the country. The Disaster Risk Financing Strategy outlines the various disaster risk financing

instruments that are available for responding to the vagaries of drought, floods and other disasters'

These disaster risk financing instruments include the l(enya Livestock Insurance Program (KLIP),

Kenya Agriculture and Crop Insurance Management Prograql (KAIRMP), Hunger Safety Net

Program (HSNP), Contingencies Fund, County-kvel Emergency Funds, and the Development

Policy Credit with a C.atastrophe Deferred Draw Down Option (Cat DDO).

The government has also made significant investnents in the development of drought{olerant crop

varieties and livestock breeds. Some public investments have been targeted at building flood
control infrastructure such as that construct"6 1o gudelengi, water storage and hanesfing
infi'askuchlrc of varied scales, such as Thwake Dam, to improve access to water for domestic and

livelihood uses.

Inte rnat ional experien c e

Kenya's experience largely matches the intemational experience, which has emphasized the role
of national disaster frrnds, antl developing plans for using those resources, with roles and
responsibilities between different actors clearly stated and understood. Mexico's disaster fund,
FONDEN, is often stated as a good practice example.6

Other approaches suggested by international experience include:

Purchase of insurance. Insurance products are increasingry available to prcserve ecosystems in
the event of nah*al disasters. F.oi exarrple,. in 2019, thb strate government of euintana Roo,
Mexico, developed and financed a parametric insurance product to herp maintain coral reefs and
beaches along 160 lor of its coastliqe. The state is currentry developing a mechanism to extend
the covemge to include mangrole protection as well-

Catastrophe bonds (cAT bonds)' This security raises capitar for a govemment in the same way
as a normal government bond, but if an event protected by the bond occ,n, the obligatiotr to payinterest and repay the principal is either defened or completery forgiven. In this way, the

;t_"-t:3:_"::11 -terest on the principal in excbauge for the possibility of claiming a payoui from
rtrE Dotrd ln the case ofa disaster. Mexico was the first country to issue cer bonas and iihas sincebecome commonplace among couutries vulnerable to natunr disasters. Most recently, the

6 clarkc,Danicl Jonathar\ Dercon,srefan (20t6) Du[ disastes? How plarming abcad will malce a differencc(English). Washington, D.C. Worid Bank Group.
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An envbonmentar deposit bond (EDB) is a financiar instrurorganization to 
"nrur" 

that they have the financial ,"ao*""'",, 
issued by a company or

remediation or rehabilitation activities in the future. EDB, ,. 
,o carry out environmental

company wilr be financially responsibre ro, it, "orlronffi ffijr..rT:lill fr:resources to address them in cinseverar""**i*l".i,o;qlifi qlf ,Tiilll?;II"lTJ:f ::**;:lwhere thev are required for industries .;;;r;,;irir*ro*. 
waste management.s

Philippines issued a CAT bonciprotection.T I with us$150 million in bopical cyclone disaster insumnce

Environmental Deposit Bond

3.2 Water and the blue economy

Silua!ional conlext

Current fiscal and other policies

:::1.::i"": 
serious challenges regarding its currenr arld tuture water resources and water serviceprovrslon' According to the Kenva waterservic* aa",c'""." 

"harenges 
incrude deterioration

;:;ffH:1""'*T;::l"l'"T;1"'*""no'*i'Jiiil','.i,,***,.ervicedemanddueto
io",*o"o""".iii*:;il'::,JJ,il1,:,Jffii[.^;ft1ffi 

Jf,;Hfl 1ilH1il*]:ililjwill continue to affect water resources, incruding disruptio^ irr"r*n p"ne*s leading to frequentflooding and droughts in the country, aodrtioruity, wate. ,".*.""1"r" airtributed *nevenly in thecountry in terms of timiog and geo€raphy thercfore, urrtr" *","r r"r."rces are considered limitedand lower than the total amount of av"if"Uf. *",", ,".or."";;
Nevertheless, the tilue economy offers huge potential. New sustainable ocean industries, such assustainable fisheries, aquaculture and -rri* ,"*,""tf" 

"n"r*r",1*""n orrortr,rnities to generatenew sources of employment and growth, diversify the 
""onol-rioono oti-ate resilience, reducedependency on fossil energy, and enhance food security.

However, the blue economy w,t need to be sustafuably managed. population grofih and theresultant dqnand for seafoo. has red to uncontrored and unsusiainabre 6shing. A recent studyfound that l8% ofthe corar reefs surveyed in the region had fish stosks below sustainable revels.e

t

7 Evans' s' Philippincs Gov rcqu'ss cat bond loss carculation for typhoon Goni. 6 Novembcr 2020, Avairabre:.,,:, , ...., .i,,..,. ,. i:i.

l*:ily_":rn: s,:::1,.n1ces/Doc*sul"ti.nver,lil"zqri"p*ii"z.ios".or)y"mn*urations%2020r4-r.pdf
' McLlanahan, T R' (2019). Coralrceffish communitics, diversity, andtheir fishcries and biodiversity status in East
Africa. Marine Ecology progrcss Scrics, 632, l?5_t91. doi:10.33Xlmcpst: t:3
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Fiscal considerations are crucial for protecting sensitive ecosystens and biodiversity hotsPots in

Kenya. The allocation of financial rcsources towards conservation efforts can provide the

necessary support for research, monitoring, and implementation of conservation strategies' In

addition, financial incentives can encourage local communities to engage in conservation

activities, reducing the pressure on ecosystems and biodiversity hotsPots.

Kenya has already taken some action to address water resource and quality issues. For example,

the 2006 Environmental Management and Coordination (Water Quality) regulations prohibit

discharge of eftluent into the environment that is in breach of the established standards. The

National Environment Management Authodty (NEMA) regulates discharge of all efluent into the

environment and issues elfluent discbarge licenses for a fee.

Similarly, the Fisheries Act (2016) requires registration and licensing for both local and foreign
vessels for fishing in the Kenya fishery waters for a fee. It also imposes fines and penalties for
fishing without a license or in conb'avention of conditiors imposed by a license under the Act.
This aims to ensure sustainable fishing practices to preserye the blue economy ecosystem,
althougb, as noted above, challenges remain.

fnte mati ona I e xper ience

The intemational experience provides insights into poterfial fiscal policy optiors across a range
of dimensions iu the water and blue economy sector.

To promote efficient portable water provision, some countries have adopted a type of feebate
system where richer, higher-use households arc charged a higher rate to ofBet srbsidies for poorer,
subsistence-use households. This is the.case in colombia where, for example, the price of water
depends on how the neighborhood ranks on a national six tier socioeconomic system. Householtls
on the lowest tier receive a 70% subsidy, whereas those in tle top tier pay a 165% surcharge.l,

A range of countries use fees and taxes to protect their freshwater supplies from porlution by taxing
iudustrial water pouutants. The cotombian goverffnent, for example, charges all poluters a fee
per uait of biological oxygen danand (BOD) and total suspeaded solids (TSS), with regional
enforcement agencies entitled to retain any pollution f"" .lveno"s. According to colombia,s
envirotrment ministry, nationwide BoD discharges from point sources covered fell by 27%, and
TSS discharges fell by 45% in the first six years ofthe prograrn.r r

t0 . .(iu Spalish)ll olmstead, s and zhcng, J policylnskuments for wat.r pollutior control in Dcvcloping countries, Decrmbcr2019- Revicw of Environmcntal Ecooomics and policy. Availablc:
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:?,::ff i::Y;::: iffi:":.*.es encourage the priyare sector ro rake account orthe nu,
r.uur, *i."0*"0 ;; ill:'J,iffil1ff:: j|:r":tr;?#.yf ,*;;"-*;;;.il
quantity for dowrxaeam commururies, u. *"tt ,, _.iitrin;::i;""Xr"'.";J::lJJilJ"il.Between 2003 and 2009, approximately 2.2, ,,ritr'i"",**., lr trna, 

".orna I .6% of Mexico,s:"^::rjrl:*" included in the program. Aralysis of pESH,s rmocover management acr.ivities ;; ,-;;; ffi::',:'^ *"t.: tmpacls found that it increased land
et al., 201E).r2 ' around 50% and community social capital d; ;r;i;;;;i:

For fisheries, quota systems 
ia:e.leen used to buitd sustainable stocks. In Namibia, the

f,r,",ffi:: *,bHnT"j"':J:1:uo*ur" ""rJ". [i.;;. I,ez rhevarue or the tsh
,,r,i", *io"iir;:#"T'f#:,1"i1ffffi;,t'om uS$331 mlrion in ,oou . ,iiis;
Iceland takes this approach one staqe. firrther by allowing quotas to be traded between fishermen.
H:"1f-"ff:ffi,3:^x:"l,3f:1j::*''l:; ;"'o:#li *",n0*,', bv rnaking it more

rni*l,i$"",","1*i"";#..:li:i.il11i:;.,,.ff ffi 
,J:HT,1Tr:::lT*jl*

*,.*",,iffi #;:#i"J:::.:,.T::["?**rn:::.ffi :Ji,1;,yj*.$[$;provide a source ofgovemrnent revenue.

Some countries have raised canitar expricitly to support the blue economy. For exaurple, theSeychelles' 20rg blue bond i""n.e ,"s. *orld first for a sovereign govem,etrt and raised theisland nation US$15 million to advarre its uru" 
"cono-y.ii i*"""a. **, toward supportingmarine protection areas, enhanced gou"r.r*" of fi.hJ-"c'*u t"*o*"r,u,n"t facilirated value_added in downstream industries.

3.3 Health and sanitation

3.3.1 Health

Health status is a critical dimension of human well-being. It is especiafly criticar for ch dren aschildhood health determines not just educatio*r 
",,"ii.*, 

-iut 
also adulthood health and

IzAlix-Carcia, lL. Sims, K., Orozco-Olvcro, V.H. Costi ca, L., Jorgc, D.F.t!,t , Morlroy, S.R, (2OlE ) Iayhcots for cflvironmartalscrvlces supported socitl capital whilc hcrcasing land management, Procccdings of th! National Acadcmy ofScicnccs, I l5 (2?)7016-7021: DOI: l0.l073/pn$.17208?l I t 5It Chiripalhu ra, Blessin t end Tcwcldarcdhin, Mogos. 2016. An An alysis ofthc fidring Indirnry in Nemibia: Thc Srru.rurqPcrform a.rcq Orallar gcq and Prospects for Growth and Divcrsific atioo. AGRODEP Working pepcr OO2I. Wsdringron, D_CIntcmational Food Policy Rcscarch InsiN!c (lFpN).
ic Foum, Bluc bon&j what tlrcy are, and iiowthcy

r. World Econom
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productivity.ls Access to health is a basic social economic right ofevery Kenyan. Article 43 (l)(a)

of the Constitution states that " Every person has the right to the hi8hest attainable standard of

heatth, which iacludes the right to health care sewices, including reproductive health

care". However, bealth is also a devolved function whett pmvision of the services is the

responsibility of the counties.

The wortd Health or-ganization (wHo, 2016)16 shows that health system activitres exert

significant impacts and pressures on the environment by generating hazardous and conventional

wastewater aDd gfeeohouse gas emissions and th.rough theil high consumPtion of resources such

as water and energy. Some of the key impacts are:

Heslth care waste: The health care systen is one of the highest-vraste-generating seotors. It is
estimat€d tllat bet-w een 7 5o/o atd9}Yo ofwaste produced fron'r the health care system is comparablc

to domestic waste in terms of its composition and environatental implications. Increased use of
disposable instrunents and prepacked materials has led to increased waste generatiou.

Clinical waste generation is also increasing among private households. Landfill is the least
expensive mears of disposal but poses high environmental and health risks. Incineration is a

cheaper altemative ofhealth care waste disposal but resulting ash has been found to contain bigh
levels of heavy metals.

Wastewater: Water pollution can directly emanate from the health care facilities, the activities of
patients, t[re lrealthcare supply-chain ard from inadequate health care waste disposal. Frequent
pollutants include phannaceutical products, microorganisms, heavy metals, cleaning pmducts and
chemicals such as organic halogens or free chlorine.

Greenhouse gas emissions: Greenhoise gases arise from embedded emissions in procured goods,
direct energy use in healthcare facilities and patieut and staff travel.

Toxic chemicals: The healthcare industry is a major consumer of chemicars, some of which can
lrave serious health and environmental impacts inclucling me,'ury, poryvinyr cbloride,
flame rctadants, phthalates, and volatile organic chemicals.

Resource consumption - water and energy: Even though direct water uss by health systems is
minimal compared to other sectors, indirect (embeddeJ water consumption) is significant. For
example, disposable cotton is derived from cotton crop which is highly water intensive.

Cu rre nt fis ca I p o licies

tt KIPPRA (2020). Crcarht an Enablht EnviroruBqr for Inclusive CrDw{r In l(anya. I(.nya Ecooortric Rcpott.
rd wHo(2016) Towa'." trii.i;*,t"rrv s";"iili" ri;il, syo*,s i. Eriroii, i ncvicw ofdre Evidarce.

ijl , r_r , i. .
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There are no rorown fiscar incentive measures in I(enya meant to greer the liearthcare systemNonethsless, they can be indirectly Iinked to sanitation (Section 3.1.2),

sanitahon is a necessity that conrributes to better human health, dignity, and quarity ofrife. Theeconomic and sociar benefits ofsanitation interventio* 
"r"ui"'-o." ti.e for productive pursuils,higher productivity, better performance at schoor and work, rower medicar costs. croser accessleads to a better living environment, dignity, ,uf*y, 

"o"r"J"n"r, comfort, atrd status. However,in Kenya basic sanitation services are not accessibrc to most ofthe pop,lation. The resurt is thatthe poor are deprived of decert and dignified lifestyres r"Jirg to deterioration of hearth,wellbeing, and the human enyironment.

Kenya, under Sustainable Development Goal 6, has committed itselfto achieve by 20lQ uniy6;s3land equitable access to safe and affordabre water for a,, ,""".","]Lnr"," and equitable sardtationand hygiene for all and an end to opcn defccation, paying special attention to the needs of womenand girls a-nd rhose in vurnerable situations. pr.er*" 
";;';ln! ir.t"r, .uoit"tron and hygiene isalso critical for the achievement of-other t".g"t., ir,",,;o;-irar."iog poverty and achievinguniversal access to basic services; ending alr forms of marnuiu*; 

"nar.rg 
prevenlabre deaths ofnewbom and children under 5 vears ofage, combutirrg o"gt""t"J t-picar diseases and waterborne

::lT:*#: 
achieving unive,sal h""lth "o,"..g1;-;,#; safe and inctusive leaming

*tllu.nu.r a vision of achieving 100% access to basic sadtation seMces by 2030. This isparticularly ambitious for rural areas where the coverage to busiJ"rel services stands at 3lyo.tjProgress requues participation from the communities to ensure open defecation is eliminared.Additionally, access to sanitation services is significantly lower in poorer comrnunities and amongrrrlnerable groups.

The- constitution of Kenya (2010) under Anicle 42 gives every person a right to a clean andhealthy environment, which incluiles sanitation. The constitution also devolvcd sanitation servicesto county Govemments and subsequently the Goverm.ent has enacted, the water Act (2016),
bringing the water and sanitation sector in line with the constihrtion. The Kenya Environmental
sanitation and Hygiene Policy (KESHp) 2016-2030 provides broad guidelines ro both stare and
non-state actors at au levels to work towards universar access to improved sanitation leading to
improved quality oflife for the people. primarily, the KESH poricy aims to increase the proportion
of the population with access to improved sanitation to r00 percent by 2030 and ensure a clean
and healthy enviroruaent for all in Kenya. To manage hazardous waste in the Hearth Sector,

3.3.2. Sanitation

Situationa! contexf

r? Coverturqrl ofKorya (2015). Krjlya Envionrna 6lSaritatiofl ard Hygiarc policy2016 -ZO3O. Minidry ofHcahh
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K.ESlIp seeks to ensurE that all health facilities have reliable water supplies and environmental

sanitation and hygiene facilities; ersure that all health staff are tmined on medical waste

management; and ensure there is adequate budgetary allocation for management ofmedical waste

among others,

Accordin. g to KESP (2016 - 2030), one of the reasors why sanitation remains a low investment

priority is irstitutional fragmentation, with different elements ofthe sanitation supply chain being

the responsibility ofdifferent players. This fragmentation has led to lack ofproper coordinatiou of

sanitation services and hindered a holistic approach to sanilation financing. The develoPment of a

sanitation and hygiene in\restment plan has been a pending priority within Kenya's Country

Priority Action Plau on Sanitatioq but progress is constrained by a lack ofspecific capacity in the

sector. Thus, despite financial support and donor interest for saoitation in Kenya, sustainable

financing remains a key bottleneck to accelerated progress.

Current fi.scal and other policies
The Ministry of Water & Sanitation and Irrigation is currently focusing on resource mobilizatiorq
innovative financing mechanisms and iDvestment plarming to achieve universal access by 2030.

Some of the initiatives in place towards this mission include pro-poor initiatives by ihe ministry
aimed at ensuring the progressive realization of the human right to safe drinking water and

sanitation for all, in a non-discriminatory maaner. Other initiatives by both national and county
goverutretrts that will enhance aocess to safe drinkilg water include: (i) Allocation of more
lesources by both National and County govemments to expand water infrastructure; (ii)
Community sensitization programs on water heatment; and (iii) I-nvesting in water harvesting
technologies (KEPI 2020).

Inte mal i o n al expe rience
Iraproving sanitation canbe particularly reliant on govemment spending but there are examples of
very strong progress being made when fiscal policy is used to align incentives- peru's Incentives
Program for the Improvement of Municipal Maragement (Iv[p) provides ao example. MIp makes
direct transfers to local governments, on condition of the achievement of set ecological goals,
which are monitored twice a year. Betweetr 2015 and 2019, 15,901 rural water and sanitation
operators were registered, 31,917 water systems were built, 2,500 runl water systems were
rehabilitated, and 1,997 chlorirnted systems were installed.
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3.4 Agriculture, food and nutrition security

Situational context
anfloxiytetf 25yo of Kenya,s poputation is food_insecure.rEproductivity olagricurturar ;;-##":::l: ':^"j:'::"":"''!.rhis is due to low and farrrng

iirr, o"o+r*.riffir'r.il];1"'iance 
on rain-fed agriculture, low Ievels ofmectrrirution unl

such as droughts and fioods *r" 
*tt and diseases The prevalence of clmate 

"n*g" i.p*i.
projecred a ;*"*,S,';;;'- 'e compounded lhe food insecurity problem 

"na 
.r"h 

"r"rr, u."
rendered rood-ins*,. * il,#i3 l;jl""i"ll1#r;I"ol,.*. or peopre *h" ;iir;;
Lnplementation Fra*"*ort, zotz;.,, and Nutrition security Policy

At the same time' the agricutture sector is the reading source of emissions in the country,accounting for 40% of the natioaal total orsr., trr,ior; r-rli rr."n orrhis is driven by dairycatde: Kenya has an estimated 4'3 milrion dairy cattr" or**"a ,.0 o*ion ritres of milk per year.The dairy cattle sector is responsibre ro.-tout i z.r lrat'co."o. ,i 
"i0,,,*, the use of synthetic andorganic fertirizers adds nihogen to soils, increasing *t r"i ".*.io* of nitrous oxide. otheragriculh*al soit managemenr practices such. as ldr;;;;*;, ;lowing of land, also affect thellow of gases to and from the soil, since soits are u"ottr a sorr"! *i" rr* ro. ouo.

The Kenya Agricurtural Sector Extension potcy (2022)points out several charenges in &edelivery of extension services. These include: f"",i",i"r,li **t esses in capacity building,technology development antl dissemination; w""r,o..ro ii-]"."*"t 
-*t"nsion--clientelelinkages' packaging and disseminating t""r,ootogr""; H"r-ooiing extension approaches andmethods, commercialuing and privatizing orUL "*nr...iiices without compromisingpublic interest; Managing pruralistic extension ,"."i* 

-ro.-'"r""tive 
service derivery;Developing private sector operated e*t"nsion ,J.. io "'Jirii"n ouo,rc bxtensioa sewices;creating functioning institutional frameworks ,o 

"oorain^*']na 
provide linkages amongstakeholders and mainstreaming cross-cutting iszues in extension messages. Estimales as of2014 indicate that the ra[o of agriculturar extension offi""r" to fo.ro household was r:1093agaiast l:400 recommended by FAO2I. This makes it difiicrilt fo, 

"*tu*ioo officers to reachfarmers.

tr Food and Agriculrural o.ganizarioo (fAo), unircd Nations Economic cornmission for Africa (ECA) Bnd African unioocollnissioo (AU_e (2020) Africa R.iionai ov"*i"* 
"i 

i*J i*,liiv *Jii,,iii."'io rs. rssN e78-92_s-l3205l_E, Food.nd Agriorlnrral OrEanizdion (FAO).
re Mininry of Agriolturc. Livcstock and Fislrcrics (2ol?). NsrionalFood ard Nutrition securiry policy lrnplcmcolationFramcworh hnp://exrwprlcgst.fao.org/docs/pdAf * f rOZ'ii.pii' 

-' -
..(iovcrnrncrrt ofK.nya (201j), Kloya Second National Communication to thc Unitcd Narioos Ft-am.work Convd.rtiofl ofiClim ate Chan ge. Natioo al Erviror$n qrt Men atan drr Authoriry (NEMA)I odongo, D. (2014). Agricultural hfonnatioi A."*,'"r""/si"ii-rier: conpararivc Assessnc{r ofRural and pcri-urbar
Setthts ill Kcnya.
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Current fiscal and other Policies
The govemment' s 2OOg-ZO.lo Agriculhrml Sector Development Strategy has multiple objectives'

These include establishing u 
""nt.ul 

authority for recording animals and regulatiog breeding

programs, enhancing animal feed-ing and nuttitioo practices, strengthening livestock extersion

""r"i."r, 
and improving livest@k discase atid ,Pest cpptrol. The Clirnate Smart Agriculhre (CSA)

Fraraework Prograur 20l6r2Q?0 tgi.elF af9A.i.straq*FgrieiilturalcHG emissions by increasing

livestock productivity alongside the aaoption of iriiliiiVJa udapive teohnologies which minimize

carbon emissions and enhance soil carbon sequestration. It also aims to develop a national carton

accouating and measwement, reporting and verification system, and promote efficiency in dairy

and livestock maure management and in paddy rice management, for example.

Furthermore, food and nuhitional security is one ofthe key pillars of the BETA. Consequently,

several projects are under implernentation including the construction of several dams for water

conservation, flood prevention and to support irrigation; the Galana Kulalu food security model

farm; a fertilizer subsidy program to lower the cost of farming; and, as noted above, the

introduction ofKenya Livestock Insurance Program (KLIP).

ln terms of legislation, the Value Added Tax (VAT) Act of 2013 and the Income Tax Act (CAp
470) lay the groundwork for policy in this area. The VAT Act provides value added tax (VAT)
exemptions for all unprocessed agricultrral produots and agricultural pest-control products (and
inputs for their production), as well as a duty exemption for agricultural machinery (aud inputs for
their production), fertilizer, storage facilities and seeds. In combination, these exemptiom vastly
reduce the costs of agriculture atrd contribute to iraentivizing increased production antl enhanced
food security. The Income Tax Act's provision for a 50% capital deduction for investment in farm

However, uot aI[ incentives and programs are climate-smart or geared toward promotion of a green
sustainable economy. Some pesticides can contaurinate soil, water and other vegetation Similarly,
the use of chemical fertilizers can have negative effects on the environmeat, for instance the
emission of methane, nituous oKide and arnmonia into the atmosphere. This poricy takcs into
cognizance these challenges and attempts to balance the interventions towards achieving NDC
targets while addressing food security.

I ntemat i o nal exp e r ienc e
Intemationally, there are many examples of fiscal policies that provide subsidies to farmers to
engage in more sustainable pmctices, with the funding for these subsidies met through a re-allocation of eristing agriculturar subsidies. Ex"mptes include Brazil and the uI(, whoseexperierce points ro the importqnce of robust monitoring to ensure impact.Direct subsidies andtax exemptions have arso been shown to be important levers in encouraging sustainable farming.For example, in India, following the removar ofthese trade barriers at the beginning of20r7, the
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value of organic agricultural ex
fou. y..r, of rt"g.i.ton'ir'-' "'pottt tretv by 7o/o and 41To in 2017 and 201B, respectively, after

There are also examples ofcomr
South Africa ,;;;"ffi;;. ;rT.llj jlo#.o"ly*sionary green fiscat policies in this sector.

*:i:t1i:::;.rj'ffj$'i!ijf:,'"ir;::T#:;:,:;z::::t::r'F1';;;;;;;il;
peopre from marg;*to"a g,ouprl 

o'*i' 
"0L" "",offi:l*r;:ffiX;ff rL"r':lrffi:i,:i

In terms of nutrition, internationortax.reductions;;;;;;;f"i.;T!T"rl1lff:l:::::{,##r,::;:y:"#:r:,

I"tJ#',#ij'".:\H#1,* r^," r,*ioiJ ;;il'::;,r,* ror vurnerabre groups 2l
s,st"in,uirity orrh";;;;:"::1T:1";.:T::. consumption subsidies u"iog ti"i'io"tr,"

Finally, intemational experience also points to the opportunities for: . .to suPport green activity io tru. 
".I.1'1^". 

"::^"y-:^*ti": 
lor 

raising capital by govemments
ag,iJtu."i o"u";P#, il;J:":.;,:; ;:,f,l";# ,1r,,"h ": "*;" ,.*, o"* i,
]-.1*r:..," 

four caregories: protected .*"ri*.,'"rur"; 
"J-"T, 

U-S$r35 m lion to support
renewable energy.2a The funds from this bond have allowed sustair 

ter, energy efficiency, and

il::ffi ::],ffi rum:::;nr;;;;;ffi ffi:,uHTl,l1",ffi :"?""ff ::JT:

3.5 Forestry, wildlife and tourism

Sttud,tional conlext
Keuya has a totar o f 5 

'226 'rg 
1 'lg rn (52,261 km'?) of forest cover which transrates to 8.E3% of thetotal area and has tree cover of 12,37o 

^(KFr, 
,i,rOi. i""*iioJao r"ov" National Bureau ofStatistics (KI.{BS) economic suryr

Domestic produ-Jt G;il; .; ""T;:d: *:y,T: ::::,#,: ffiXl:;#"r;":*:i*:currently estimated ar KES 28.5. billion (USD ,il,;;"6,Aeboiwo et al., 20tB). Thesawmilling sector is the largest primary wooa pro""rring *J"iailng in tne county. Accor.ingto Timber Manufacturers Association [MA) iheir i"r"l**ii" io" sector is rarge with assetsvalued at K-E'S 550 biltion. The fumiture industry in r""v. i, .r r,"p"ran*t source of livelihood,as it employs over 160,000 people and produces aiproxim"ar+rz usn *iuion worth of .frrmiture
per year and exports 22 USD million worth of furniture 6Wo.ta e"r,t , ZOtSy.

u F|BL &arisrics (2020). Avaitabte:

" tt'r", i-. li, ffi]sll.i,iiiv* c , r*r;.a, Il, aqarivah, r-, a cawtcy, r. (2olE) Fkcal policy ro improve dicts a dprcvcnt noncommunicable discas's: from rccottunardatioosio actiori. 6rll"ti" 
"iiri. 

ri".ra n*r,rr orgarizarion, 96(l), 20l -210. hltps://doi.ors/1O24? I/BLT. t?, 195982rl lrl.r-Amcrican DcvcloFnqrt Bank. Availrblc:
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Montane forests regulate more'than 75yo of thecoqrltry's renewable water resources' which is

critical for the sustainable developnent of^many sectors such as agriculture, forestry, Iisheries,

electrioity, water, hotels and otheriourisgfacilities, public administratiorl and defence' They also

prevcnt soil erosion and provide habitaB f,of many Plant "nd anlmal species ln addition' montane

foresB supply fue lwood that.meets o vet fl tYo of Krlya's overall energy rcquirements '

Kenya's updated NDC identified{he forcst sector as having a mitigatiotr potential of 40.2 million

tons of co2 by 2030 of which 20.8 million tons co2 is committed in the NDC. The UNFCCC

framework for Reducing Emissiors from Deforestation aod Forest Degradation (REDD+)

apprcciates the role ofconsenratio4 sustainable management of forests aod enhancement offorest

carbotr stooks. Ia the Kenya the REDE+ Strategic Options; Improving the productivity of public

plautations through PPPs, scaliug commercial forestry investsaent oB private lands, enharne

efficiency, effectiveness and skills across &e value chain and mobilise private sector finance.

Commercial Forestry mitigation actions irclude +80,000ha agmforestry +150,000ha oommercial
plantations and replanting 3 I ,000ha of rustocled public plantations.

Kenya has embarked on an ambitious national and forest and landscape strategy aiming to triple
its forest cover by plantirg 15 billion trees by the year 2032 which entails improving production
of 15 Billion high quality seedlings; and restoratiou of 10.6 million ha of degraded landscapes;
and enhance protection of the 5.2 million ha of available forests. Improve productivity and
manag@etrt of public forest plaotatiors by restocking of planting backlogs; Maintain 5,240 Km
fire breaks and 8,236 Km of forest roath. The proposed intervention areas iuclud.e restocking
54,000 hectares of the plantation area using E6.4 million seedlings through various strategies
inclurling Public-Primte parherships (ppps), establisbment oi comm"rciat private fo-rest
plantatious (450,000 hectares using 450 milrion seedrings), giowing offruit trees and woodlots in
schools, colleges universities and other instihrtioos (40,000 hectares using 40 million seedlings),
promote bamboo growing, implement mangrove management plao and growiqg of agroforestry
trees on farmlands (7 milrion hectares using 2.g bi ion seedrings. The estimated cost to implement
this strategy is KES 500 biltion.

Increasing eflrcierny in charcoal production can red,ce thc pressure on forests: instead of using
I 0 kg of wood to produce l kg of charcoal, improved technologies can cut the use of wood downto 3 to 6 kg according to the technology used and best practi-ces appried. consitteriug the highproporlion of noa-renewable biomass used to produce charcoal (between 90% and lixy, trr"r"measures could lead to 5.7 nu,ion cubic meters of Renewable wood Equivarent @wr; of non-renewable biomass savings per year from dry forests, generating about 16.5 m,rion tco2e peryear of emission reductions from deforestation and foreJ, a"g*Jiion
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Forests are also crucial flor the

;;*iiili[ffi*tg.i,;,',: ]:ninrj#*1[i,,: ,.r"::,
or water downsrrear. ,r"", ,.,.1*ll 

t"o'"" ,r," i.r. 
"i-n;'r"n-;'"i:':*'" 

It rnto sheams and rivers

and Iandsldes, especia,y in hirrrl 
trre' v"g"tutlo' heti;;;".;; 

*o 
"'suring a constant supplv

-.orests arso act as naturar ,ur";'.110 
*:ttlino" t'i* *i'"." 

url together' reducing soil erosion

il:ff :[:,,*]:1"*".'*,.i,,llTll 
j:*r,;ffi 

J,;H:#ffi 'k.;'#t,#"{t':

Nevertheless, more than 90% of

",JJ,",ft 
*aTj;,';.}''i#,.#:J,T:fi :ilH,J:"}::::#::::ffiJ^",:Jj1;_-:

n"roi".t"ri*ir.;";#;T;:1"on sink from Kenya and cause significant probterns.

*:.f .,;ilil'#_tq}:i[il."Jtr:"T#]ffi 
,T::Jl*1.,ff Hii{.*t

f-1uestrne,.charcoal 
production, and grazing r" ,"*.,J *O^1"?,Iarlures in the fores, sector (NCC pl ZO8_Z6ZD.- 

- - -v!ur, uu Pas( govemance and institurional

Wildlife and Tourisrn
Thelounsm sector is a highly climate sensiIve sector. Climate chanetheir competitiven".. una .u.t"i*u iry n*"" io*iL;;#;,: "t** tourism destinarions,

:ff ",=#:;::::;:ff ::H",Hi1*::n[u*Hil,,m:*1"**#*
Coastal rainforests, marine ecosvs
toptourisro.,*u"**i""J"",TrTJ,':'ff 

""J#"fi :T;l;:ilH,*,*,*11#::l,T:
il,#,*T,i_,:X,tsact 

in 201e *" ,"J,* ,"u,"uilffi; approximatety 8.8% ro GDp

Humans and wildlife face new charcoges of survival due to climate change. More tequent andintense drought, storns, heat waves,-rising sea levels .a,ir, ,f"r"* an. warming oceansr candirec_tly.harm animars. This poses a threat to w drife tourismio'i its corrt iuution to GDp, as wellas sustainability of our biodiversity.

Current fiscal and other policies
sustainable and productive laod management and preserving land resources are enshLrined in
chapter 5 of the constitution of Kenya. The constitution ,tipirut.s that the state shourd work to
achieve tree cover ofat least i0% oftotal lanil area.
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The Forest management and conseryation act 20 I 6 , provides that a person who establishes or owns-

a private forest may apply to the relevant authorities for exemption from payment ofall or part of

the land rates and such other charges as may be levied in respect of the land on which the foresl is

established.

Forest Management and Cohservation Act 2016 ({|l;{l}) provides that Kenya Forestry Serrice if
satisfied can permit utiliitrtion of a public foiEgt thr-ough the grantiog of a concession for

consenration of biodiversity, cultural or recreational.use.

The Government decision to zero rate duty on ioported timber from l0% in Iuly 2019, led to
increased regional timber trade arising from development of new networks by local importers,
clearing agents and tansporters leading to reduced lead{ime in meeting timber needs.

Inte nat i o nal exp eience
Internationally, a coflunon fisoal approach to couderitrg deforestation is direct govemment
spending on the planting of trees. Ethiopia has been a prominent example in this rogard, claiming
to have planted 350 million trees in a single 6u, 1o 2O D as part ofthe National Green Development
Program.2s This is part ofa plan to ptant 20 billion seedlings by 2024, which is expected to cost
the Ethiopian govemment over US$ I t7 million (Geta chew,2010).26

spending directly oa afforestation can be effective if pranting aud growing trees arc co[ducted
correctly' However, providing offsetting opportunities for companies covered by a carbon tax or
emissions trading syste'm (ETSs) wourd support positive ecor,ogical activity without creating a
drain on fiscal lesources. There are intemationar precedents for-t,ri" .pp.o""h. As of July 2020,
GHG emitters in South Africa can fund afforestation and reforestation projects as a means ofoffsetting thei, carbon tax obligations (SA National Trcasury, 2020).27

Lq{}5.*$'r*i{jffi:fflfr #l}{ffi ,g[siti!H"jh.ffirdt+{#i:*#"#.-"

An expansionary measure which has become increasingry widespread is rhat of paymears forecosystem services (pES)' Under this approach, the government pays lando*o"o io 
"i"u"ng.i,their adherence to prergreed sustainabre practices on their rani. In Ecuador, the Socio Bosquepro$am pays iadividual landowners and Iocal communities who agree to conserve tbeirec.osysterns lbrough voluntem ctb"J;";.;;;;":;il,"'r:;1ffi#;::itr";ihii:1#,ffi 

[::"i,lT,:ffi fi ttlhectarc per year; from 5l to 100 hectares, the incentive is reaucea to US$25 per hectare, and
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Ia other federal countries, ecolor
to stat"s/pr;;;;l:::"";#:1 'scal 

transfers (EFrs) have been usecl ro tie rederar payments

:f ,,*t:,J:,,,,1iltrJ#i+iT:[T;];Sff ::iff Xn**.:.il**; ji
distributes arnually to 

"a.h 
at.t' 

that determines the amount of tax-revenue the union govemment
revenue rhat is devolved ,o ,,u*1 lnt t:vernmpt distributed 7 .5% of tbedivisible oentral rax

'ff 
:;::L*r:*r:";rsx[:] ll{ifl ry;i mr* :} **;i

l0%. Other nationai;;;;;;;r"^,,"n 
and raising the share of revenue ti"a to for""t 

"ou", 
toonaljurisdictions have also adopted EFTs.

In uruguay' peruion prans have successfulry invesknents in forestry assets by domesticlnstrtuironal investors' Fo,owing €overnance and investmen, .h.r"ng"r, rh" securities regulatorcreated special purpose vehicles (SpVs), set 
"o "r;*;;:;;;,ro *"o"r" invesanent in reat

:..^Y:]y"-:rn 
**cb pension ptans hav" to invest. Th" j;:;;

1o:.1*.*"*letoprivatelrri.y_-io"r,rainr,J;;;,r*r*,#:lT-.:,::1"i:ff :::one rnremationar managcr - nolv form o" t".t",,' *rii, 
'iito 

*rr", collectively uncrermanagement, and thelargest fund dominating wirh ioveshe;; Jior", SroO *rr.n Internationalpension funds have also invested in Uru*"r, ,n" lr"* ,..i*i ,""""1has had some inyesrnents via a ;bar ily -il. ;;"" "Til11ffi:ljH#*,::,1T1l:asset class by the low correlation to the rest of their portfoto""naL ."tutir"ry attractive retums,with approximately 9 percent nomin, -** "**ir.
Il 

,q**, the goverffne tn,ougf 
lhe 

Natiolal For*.ry Authority (NFA) piovidert concessionto private sector investors ir 2004 for ptuntution ;d;;;4" Sawrog pro.uction GrantScheme (SPGS) was arso set up. The combinatioo of 
"on""..ro.s and financial and technicalsupport tkough S,GS led to an increase in private ior".tr"ot, io commercial forestry ia thecountry rncreasilg the area under commercial forestry from 4,000 ha to approximately 100,000 haof plantation. The scheme attrac*d huge interest 

"na 
,rU.t_i"tlr,rest[ent from private s€ctorentrePreneurs mostly sMEs (avg. 50 ha each). This has proven tobe a successful and replicablecosleffective way of prantation establishment ro, " "o*uy. rn" performance-based graot

schemes enabled the country increase ils commercial forest planrations tom less than 3,000ha tomore than 100,000 ha.

|erealer 
decreases further for additional hectaCosta Rica and Uganda.

res.28 Similar schemes have been developed in

2N de.I(ooiog F, Aguinaga, M., Br,vq M., Griu, M., Lascanq lv{., Lozzda, T. and Suarcrr, L(201l). Bridging thc gap bctuccn foresr conscrvation oA pori,ty 
"ttlrial"" 

m" f"r.a",i*
Socio Bosquc prograrn. Envirorunanal Scirncc & policy, icls;, Slt_s+2,n Buedr,J ct at (2020) Did India'r ccological frsc t,.,i"r, in"*tirir".tatc govcmmcnts to incrcasc lheir forcary birdgcts?
Environ. Rcs. Conunuo. 2 031006
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3,6 Hnnan seedenieEh ald infralttlcturc

+f:'::X#T?lasructure network is already affecte.d by the phvsicar impacts or. crimate

variability and change. Roaas, uriages, water ;iPelines 1d nlwerlines play a pivotal role in

supporting the economy o* 
"relt'"'""rtiUf" 

t d'q'"g" from Iloods and other climate-related

disasters. In 1997 and 1998, for exampl, water supply infrastruohre and transPort networks in

f.oyu *"r" damaged by El Nifr,o-relied flooding'3o Adrtltionally' scttlements in riparian areas'

wildlife conidors; clearing for inftastru"t'" *itou' grcening the cnvironmcnt' rising sea levels in tb

Indian ocean have caused destuction of ooastal infiastr&hue such as ship docking ports, a naval

base in Kipiui, hotels and beachfront houses, and (in combination with exkeme weather eveuts)

intensified flooding iu the coasial areas.

Buildings used for housing ancl commerce can also have significant negative olimate change and

environmental inrpacts, despite serving a vital sociehl purpose Responding to tlrese concems' a

.green' buitding is one that, in its design, consttllction or operation, reduces or etiminates negative

impacts, and can create positive inrpacts, on tlre climate and natural environment ll Several

features can matce a building 'gteen', including:

o Bfficient use of energy, water and other resoruces

r Use of renewable energy, such as solar erergy
o Polludon- and waste-reduction measures, and the enabling ofre-use and recycling

o Cood indoor environmental air quality
o Use of materials that are oon-toxic, ethical and sustainable

o Consideration ofthe envirorunent in desigu, construction atrd operation

r Consideration ofthe quality gflife ofoccupants in dgsign, construction and operation
o A design that enables adaptation to a changing envtonment

Green buildings preserve precious natural rcsources and improve the quality of [ife for residents.

Their objective is to decrcase the overall impact o{ the built environment on liunian health and the
Eatut"I envirorunent by efficiently using energy, watel, and other resources. By doing this, green
buildings Protect occupant healtli, iruprove employee productivity and enhance ctimate resiliegcc,
white reduciug waste, pollution and environmental degradatior.r.

I(eqya has madc progress in dcvctoping local voluntary grecn bui.lding mting schemes such as the
'CreenMadi Staudard' and tlrc Safari Green Builtling ludex. Therr: is also a gmwing intercst and adoption
ofvoluntary green building cer:tification tools such ss the IFC's EDCE.

Current ftscal and other policies

r0 Govcrnmco( oft(qrv a (2016r Rznva Na.cion.,t Ad,,ptation ptdn. N.tobi: Ministry of Environmqrt a.,d Forasry
'r World Grecn Building bo,rniiL r,vailabrc:
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Keuya lacks harmorrrzed gLride

.DLrllcl_rn-,rs 
Ttrere are ," .,*, ,.',::::. 

t.:gulating 
.the 

developnrer

DL,,rcrnss conrpry rvirrr . .., ,,i;1il::".,:,"i*::;;;f 
'ilil;::Jff.:;H]lffi;:,-:::i

.T#:,Hll'3 #:'llL::H:':: il;;,;, :"i;:,:,',:'J,::,"""'" 
or e*ergl'.e{}ic ic*'l a ncr

cevetoprng acraptabr" ona 
"nu,ron-l]t-.''" 

"t '="1'li"i].,..#il:' ;:r:ft':r.i::-:ffJ: ::rrenta lly friendly designs.

However, consi<terable effort has I
A"cererator.progra;;;;.;.:rT:'rcalizedi[cettaininitiativessLrchastrreBuildingEfficieucv
to accelerate toc-al ;;r;;r;il::'':-pti'ate sector collaboratioo ,,," r.r"**"r'r,",*il:H:
bv Nairobi, n."*,, [*,,'.,0',]:il:]t[::ffjlciencv policies. rhis program has been adopted

Int erna I io na I expe r ie n c e
Fiscal policies are oftcn aimed
energy-efficient building technol:l,Tproving. 

building sustainabiliry- subsidizing rhe costs ofapproachrorbotrur#*"i,,J.1'il,XHHStrj:*;i"j;rtaxexemrtionii,""*o,,

;'::il:'"::",ffitr"Il';"'#:f':''"1";",'"l;;;il':uuulatnewburrdsmeethighenergv
e,igibrerora#.;;;;;l",,iff ;J[hldL?,1n+,ffi .f; 

[:,##f;d];
lffi :,T.T"TiI?*I# Green Dear schem" ;il; ;;. Tou,o"n. ror homeo,rners ro

The use of Soyere ign Green BotLithuania,.,";;,;,;;*1_ff::U.I;ffjJ,,Hr_[,ff 
[:."T,;":fi :i.::H::program to provide energy efficiency upsoa". ro "b; \; *ni"* *U,ags (IFC, 20 I 9). 33

Given the importance ofeffective infrastructure to economic development and werbeing, financeministries also have an obvious interest in ensuring ,rr, *"r,1J,"r,*cture is as climate_resilientas possible' The best practice role for finance -,J*".1;;;"ir*g tt 
"t 

a comprehensive andstrategic approach to infrastruc*1"y"*r::,"il;,*;;IT"Xil:}[ffiI."*"Af ffi '*;#hffififf ::;toptimal portfolio of infrastructure assets, tbe changing ctirnate in wtich that infrastructure willneed to op€rate is taken into account.r4

ll httpsJ/www.gbcglrenaonlinacom/qarcrrltakoradi-grcar-buildings+o.rec.ivc_30_.c&ction-ifl-pcrmit-fe6f2ol9/
11 IF,C_pol9) Grear Buitdings: A Finiancc od pori"v'St""p;ii;;;.r;;ffi;*'
r' ADB (2021) A sysan widc APProach for hh"strucrurc Rcsiliqrce. Availablc et: httpsJ/www.adb.ordFrbhcatiorvsysiGn -wrde-approach.intadruchrrc-rasiliatcc
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3.? EhctricitY

Situational context

Kcnya has made great progress in generatilg electricity from green sources As of 2019' the

clectricity i$tallecl 
"apu"ity 

fom r"nlwabl" 
'Jurces' 

incluCrnsl3lthermal' hydro' wind' solar and

co-generation, stood at 73.47o' 
"ompared 

to 67% b 200E (KIP}R& 2020)'3' Consequently, the

Percentageofelectricitygenerated.fromthermaldeolinedconsidemblyfrom33.2%in200Eto
ll.5% in 2019 because thennal goneration hq9 bgeb og a deolining trend over time' electricity

generation is currently 92% green and will be 100% green by 2030'

There is considerable scope to expand geothermal electricity in Kenya, with a proven potential of

over 10,000 Mw. of this potential, only 860 MW has so far been erploited for electricity

generation. Currently, exploitation of geothemal energy is almost wholly owned by the public'

with a small proportion of plants financed tkough publiclrivate partnerships or private finance

only. The high costs of feld development, coupled with the high risls associated with resource

erplorafion and drilling, still pose a significant barrier to Private sector financing. Siting

geothermal projects carefi:lly is atso important - for example, discouraging geoihermal

developmegt itr areas with rich biodiversity. This would avoid new geothennal resouroes creating

other environmeatal issues.

Despite the improved oapacity in electricity generation in Kenya, approximately 3 million
households still lack access to electricity. Installing off-grid solutions includiog mini-grids and

solar home systems is one of the optioru for eleckifying thcse non-corurected households and

ensuring access to sustainable energy for all. In some instarces, off-grid solutions are more
economical than. extending the national.grid. invesktent in the off-grid renewables sectdr has
growr strongly as deployment has accelerated. The total irstalled capacity ia 2016 was
approximately 25.3 MW, most of which consists of public-operated mini-grids.tr I Despite the
impressive growth, the investment gap in the off-grid sub-sector. remains large. The overarching
strategy for Kenya's electricity sector, the 201 8 Kenya National Electrification Strategy, focuses
primarily on national grid extension. Mini-grirls are included but significantly uutler-represented.
cwrently, discussions are being advaoced towards inveshents in battery energy storage as etrergy
storage techrclogies are advancing fast aod are becoming cost competitive. Both public and
private sources of financing have an iEportant role to play in bridging the firnncing gap.

Current fiscal and other policies
There is a range ofmeasures already in place that help support the continued expansion of the row-
carbon power sector in I(enya.

ll"Yr'":* 
t'o'o, Iftnva Economic Rcpo( 2020: crc&hg a cooducivc Ervironmdrt for Inclusive Gro,,r,rh in K€ny4 Nairobi,

25



VAT is exempted for inputs or
deep cvcle-sealed b.,,",j'r;;;;^:t* Taterials 

suppfied for the m,

materiars rocarry purchased o, I "*:'u:'.*', u': ;;;;;;;;:nufacture of solar equipment or

the Easr Africa 
"ruo., 

Muro,*po,_t.a 
uv *unua"tur"r.";;:,::r"t 

., *"lr as for inputs or raw

specialized sorar and *,* *".LlTlll-o"t 
2oo4 th"; ; ;; :#rT:: ilff';::HT il#',":

,or,, .n".gy 
","."i'"i,;; ;.; ||",Tffi :1.ffiffi.r-uipmenr ror r",",";;;;;;,,;;;

To support de_risking geothen
uevc.ropment company to carrvll. 

developme , the goven,nent eslablished the Geothermal
.ut". oi,,"u*,o i-ulrlffi;;:::.yr'ce explomtion, exploratr

cruding independen6;il;r:?:d production drilling, and

Several govemmcnt and devek

ffi lli,::il'."-..',1i;:':,ffi [itr***tf ,*:f::.fl .itY:.*:",l#
and recovered over a maximum 

"r 
ro .o"iu. ,n ouffi ;ii'il flJ# 

* 
" 

loan on connecriviry

In addition' there is an exemption.of interest income from a, risted bonds, notes or other simirarffi::|fi ::T;:,:H:ff*"i: infrasrruchre, ;."il; *,"o o"u,"u under Green Bonds

T,g,:' "-:-,*', -"11",*: ffi::::::ff:T-l :?;;I"*:, * ", 
*"..,*""1"".."

ProJects have been a common focus fo, ga"", tona ir"r-"'r"I. 
-'u4'{ructure projects, porver sector

I n t e rzt a t i on a I e xp e ri e n c e
There is a wide range of hternatio
power generation. 

rnal experiences ofusing fiscal policy ro promote lorv-carbon

While carbon taxes can operate across. many sectorc, their focus (and impacts) are oftenconcent*ted in the power sector. sevcral *iair"-io"o* Iou*n"* n*" impromenteir taxes ofvarying degrees of ambition over the last decau". a".,n -.i* *is the fust African country tointroduce one in 2019 when it set-a price of USg8.35 0".;;; oicOr" lWom BaBk, 2020).36Thetaxcovers80o/oof GHGsandthe r"t" *i[ i*.;;;;il;;;inllationplus2% rmtil2022,and annually with infladon thereafter. To 
"u"* r* " p"ri"a'ii"u*"0*, significant iodustry-specific tax-free emissions allowances ranging fiom 60% to 950lo bave been inclutterl which w.rresult in a modest initial net carbon tax rale ranging from us$0.40 to US$3.16 per tonne ofco2e.

Latin American countries have also adopted carbon taxes, with colombia, chile ancr MexicoaPPlyingtaxesofUs$4,US$5and<US$l-2,."rp""tir"ly,"or"ringaround249/0,39yoand4.lyo
of respective national GHGs (World Bank, 2OZOj.:l 10"-- rares are lower than those of carbon

16 World Bank (2020) Srarc and Trcnds ofCarbon pricing 2020. Availablc arhttps://opcnkrowlcdBcworldbank.org/tandldlO986/33t-09
r/ lbid

26



taxes i[ richer oountries, which are generally over US$25 per tonrn of COze and can be as high as

US$100 per tonne of CCle'

Electricity excise taxes can also be a powerful tool to both discourage wastage and generate

government revenue. This is especially true in cases where 
lTes 

are combined with favorable

regula.tory treatment ofcn"5gy'ftogr'ro&ru6ble sollEli$' Costs Rica taxes residential electricity use

at 5% wtrile at the same litlp{rifoviaiqg'"4gmpfq!'s of excise tax' VAT' genenl sales tax and a

special custons tax for rgnewable erc4! soulces'38

Wbilg most policies in the energy sector arg revenue'generating, there can be a value in subsidiziag

the adoption ofoewer renewable energy tertnologies Euch that they can become price-comPetlhve

againsttheir .brown' alternatives, although the need for this has diminished as renewable energy

technology costs have fallen. In Mexico, the governnetrt has created several 6scal policy

instruments intended to facilitate the fostering of clean energy projects and provide an attractive

investuent climate for the private sector. The most successful of these mechanisms was the

accelerated 100% depreciatiou in one year of investments in renewable energy On a company's

income tax (Peters, 2012).3e

Green bonds have been successfully employed in funding both low-carton kansport and

renewable energy projects. In 2020 Chile issued over US$3.5 billion in green bonds earmarked

entirely for low-carbon transpo( (While y,2020) !0 Egypl is one of the few African countries, and

the frst Arab country, to issue a green bond, and its 2020 issuance has provided US$750 million
to frna[ce projects in transportation, renewable energy and ercrgy efficieacy (Barbuscia and

Rarnnarayan" 2020).al

3.8 Clean cooking

Situcttional context
Currently, 59% of households in Kenla use the three-stone open fire (tSOF).a2 Although the

proportion ofhousehold users ofrSoF has dropped (76% ofhouseholds used rsoF 20 years ago),
the aggregate number has increased from 4.7 million to about 7.3 million households. In terms of
primary cooking fuel,64.7% (8. t milrioo) of households in Kenya st r use wood as their primary

ll 3: l":ll:!rZ *d1orh-r.Ol9 hnpsJ/gncofiscatpolicy.orypoticy_b.icE/colts-rica"couqrry-proflt.y'
" rdlls, s- (2012). Thc Role ofGrcar Fiscal Mcrhaflis'ns in Dc;jopingtounrricsr [rssons Lcemed. Rctricvcd from:h(tPs://Fbliclrioorhdb.org/FtblicaiionVqglid/doqrmertrlhc-RolJ-of]O,"o,-fi.""it"f.a,*i"ns-in-Dcvclophg-Counrdes-
Lcssons-Lca&cd.Casc.Study_odf
ft Wrilcy, A. (2020). Oril. mikes lrd sov"rcign green iscrsocc: R cod i.tes for I.n ZOZO Cllnite BoA& ceftiacd transaction.
Rctricved f.om: https://w,rw.climarcbonds.oa/2o;O/Ozcllilc-Elakcs-3rd_sovcrcign{(cql-issua$cc_rccord-rd!cs-.ian-2020-
cli(natc-bonds-cedifi .d

: ?16-.::,O 3 ^ 
Rarnnarayan. (2020). Egypt becomcs fir$ A..b counrry ro issuc G..6 bonds wih $750million dcal.r\qncvc4 lroln: htlPs://lvws/.rantcrs.con/adicly'cgypt-bollds-inycgypt+ccomcs-first-arab-cdrotry-to-issrc-gacq'-bo..ds-rith-

750-roillion{eat -idUSKBNzGI(tMI?cdition -r.drrecr=in

"iH3f;;.S,jf.,,l3lll 
K",ya Houschord cookios secror srudy: Asscssrrqrt ofthc Supply and Demond ofCooking Sotutions
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cooking fuel, followed by liquefie
(r.3 mi[ionj. 

"ri; 
;;;ffi;r".r -Ttroleum 

sas (LPG) at ts% Q.4
erecticiry stove, eiectric coir .,r"j:loj :I";';; ;;;rt;;#"Jl#f ;:T;:f 

t;K
the statistics) 

olvve and microwavc (include a statement on high cost/ arso update

Exposure to harmful pollutants,
,irt rr"to.. r*,,l;Jr"ffi::Tt*d.from burning wood and ch

(HAp) annuary - mo,. tlae 11,'v"'*tr' "uout 
zrJioffiilf#:}.:ffi.:in':'ff:li:Tll

cotrunitted to transition to clean 
average number of deaths caused by ,"rO 

"""r".o. *1"r"" i",j

m;:r*m;t*ffi :##:,'t'j,.li:ffi iHrii,ry;.1ffi
nffi'J',,ff :,:Tfl,i jilli:il::"i"*,""",,i,ffi :illr:ff ',;#:Tg#::
upfromthe 

"uo.nt l.i,oll.' 
*e move by the government to r€store Ke"r"'r 

"r* ".*. rl iia

Current fscal and other policies
The Finance Act Z0Z0 reverse<
.rmponed by maaur".*r.. o, *l]1e 

vAT exemption on hxable goods locally purchased or
ai."" ""a-*"lrr*";;";'ff""" lv manufacturers or import

exemptuon was inrrocruced ou,0" 
jYi'l' -;*"**;'#ffi :",lf, :".""fljj1:1?:

o" .i'" ,"t*"or.io ;: "rl;[ """"* Act 2016 However' this

procrucing equipment. on biogas' ;";; il;;tfl:;:L:J::Ti""T: H::1:
I n t e rt a I i o n al exp ei e n c e

irli}1:'.1.1::[!fr [:I#:"1'H"TIH:J:.T1TLT*"{ry*orc,eancrc.okirg
loa ns to purchas e a b io gas diie stel 

::_::, i 
;;#; ; "#;T:::l }J,,T*:lfJ:fiffi ::The program has been successful rn supporting over 13,000 biogas generators.

Similady, in India r-FG gas has been subsidized to encoumge the switch from biomass for at reastsome cooking' This has been associated with,t" r.',,,.".""i i"*"hotils with a registered 

'pG
connection more than doubling over the past decade. Howe;,1iJroai" 

"""" "tro 
,lustrates someof the risks associated *iah "o*::,"1 *psidies with the ,."*i, i. rhe subsidy bill learting thegoyernment ro raunch the 'Give it-u_p' iniriative to encouraf" middre- ano upper-class houserrordstc voh$tarily stoP receiving 1he I-FG srbsrdy.rl Despite ,irr, ii"'.** on the budget has beensuch that piovisions for the Lpc cooking fuer subsidies,,v.r" iuir"a in,i.r" i"clera! buciget for thefisca'l vear enrJing March 2022 to rzri.8 billion rupees (us$1.7 b lior) iro,r 25s ,il;i ;;;';year earlier.
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3.9 Manu{acturiug

Situational context

Indrutry and manufacturing are among the most imPortant sectors in Kenya's economy'

contributing 7 2l:" of GDP *"J'o, to in" Economic Snruey- 
].022 

4 The government aims to

increase the manufacturing sectJ s ionkibution to GDP to 20% by 2030 Q0BI30) 
as

a'K€ny. NationalBurea, ofsrarisrics (2020)Ecoromic Survcy 2020. Available: .. .., , .... - ...
-.:,. .. ..,:,r; :

liP::.:l:l ::5"*" 1zor11 ir'ia u"iiu- i"r* it.,iitr rt. tt"tioual ireasrry and plaruri^g gmcral prcss rctcase.

:,-""L:T*t "'-ltTya 
(2tti). Kcnya sccot\d National cornmunicetion to rh! Unitcd Narions Fruncworlc'Convqrtio. orrqrnarc qarlB.. Naiiooal Envi@nmcnt Mrneganmr Authority (NEMA)

The manufacturing sector conqi[u!9s,to climate change as it produces GHG emissions from the

use of fossil fuels and other itt6itria{.processes. The sector was responsible for about 7%o of

Kenya's total emissions in 2015-4 Enetgy conservatioa is key to the reduction ofGHG emissions'

as well as provicliug other benefits such as lover costs for cotlsumers'

Examinitrg the concept more broadly, in 2009, tbe United Nations Industrial Organization

([JNIDO) coined the term .Green Industry" with 'economies striving for a more sustainable

pathway of growttr, by undertaking green public itrvestnents and implementing public policy

initiatives that encourage envirorunentally responsible private investments'. Greening industries

involve taking care ofmaterials, energy, water, waste alrd ernissions.aT This requires invesfuient in

technologies that enhance process efficiency in terms of optinizing raw materials, and energy and

water use, while also reducing waste aad emissions.

Kenya's industry sector relies heavily on a traditional linear model in which resources are

extracted, processed, dishibuted, consumed, and eventually disposed of. The life cycle or circr:lar

economy co[cept instead advocates a circulation ofresources rvithin the economic system. Rather

than disposing of waste it is reintroduced as a resource into the processing stage, thereby closing

the circle

Current fiscal and other policies
In 2005, the Ministry ofEnergy and Kenyan Association ofManufacturers (KAM establisbed the
Centre for Energy Efficiency and Conservation (CEEC), which runs energy efficiency and
conservation programs designed to help companies identiff energy wastage, determiue saving
potential, and make recomrnendations on measures to be implemented.a Some of the key products
offered by CEEC include energy audis, specialized training, and the Bnergy Management Awaril.

In addition, there is increased empbasis on promoting the reduction, re-use, recycling, recovery
and repair of waste consistent with tlre sustainable waste rnan^gement agenda.
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In re nat i onal expe tie nce
Most countries that have inkor
coverage of the scheme incluaeY-carbon Pricing (as discusse

Beyond this, inrernarionar ":""::::if#J;il:-::i':ffffir'JfJ#;:H 
*

environrnenrauy s"r;;r;; JLfence 
tends to relate ro

green manufacturin, ou,"r-." '',.u]11"s' 
For example, ,oii", ""0'-t'*ng h;r reductions for

*u^l;**:m,"., *1J""ffig*,#:::,:T3#'ffitH::tr

,g'mtLul,*";**flT:iffii*;:,#.#:"."J;:ff [",T""';,*T;;,:,';;

;*l'*:,:l*'iliir"";,mm:',fu ru:l*r:"",rT:"*ffi ;:ff ::

f#,,;.;.:";;#ffi lHf;:f lffi :iH*,":il,dt,J*i,ffi itr#,H1t:T*#:

i#iTi; J, [: "ilir] .ifl;11, "' " 
or erhekwini, b usinesses

oeducrion, businesses musr be 1, 
t!"r"""*" {se G."ln il;;: 

are giver a tax rebate of

compared to trre previous ,ro,,on,i-t"^il'- l$";:;;;. *,:ajouncil' 
20le) 50 ro claim the

rnierest ro industry rvhere, ,n ,o,.1.1r 1""",,o" -"":;;;;:.;;"'r 
l2 coosecutive mo tu, when

addirion to rhe rebate. _..re insta.nces, *r.;;;;" *,rJ:ffi:lill:""j,LT:f i;

3.10 Transport

Situatiohal context
An efficient transport system and r

I:l:,i.u trade and ;.i,?;:*li}ii:i.:Jf T;"j'1n;Lr-ana 
reeonar iategration, and

maritime and inraod warer, pipe'ne, .*",r*, *i r"r_#;r]1.-"HiI"#llT; ft."*"l;transPort Kenya's transportalion is criti"al fo, e"onJ";;;;;;""., 
as discusscd ir section

l*:iJlffi.:Tastructure 
is also in"'"""'ogtv 

",,po,"?;;;;;;;",r", "rweathervariab,ity

According to the Kenya Economic Survey (2020) (Govemment ofstorage sector grew by 7.g% in 2019 compared to 8.5 % in 201i.reliant on fossil fuels, especially road, rail and maritim" *a i"f""

Kenya, 2020), the transport and
However, tlre sector is heavily

d water tmnsport. According to

Ltffi.?iy",l;"t LI"l:*l; [;L"lL#lilal E M sirva. K Fiorini. I Libardi. A ooohara & Mcdici, F. (2013]

ff'91x,T,,:::8,HT:il,H,#:lfldiil]*Jjl,t"":;1y,iff:1H's::,i,_J,",::{lricved 
homhttps://gbcsaorg.zrincouivcs-to-boild.g;cc.r-ur-south-africa/
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Current frscal and other policies

Under the Excise Duty Act 2015, there is a graduated system of imPort duty for vehicles of

different cylinder capacrty. Fulty electric-powered motor vehicles face only a 10% duty chalge,

rising for vehicles v/ith inteEal combustion engines to 35% for imported vehicles of more than

2500cc engine capacity.

However, there are some trausport measures in place that are not cotrsistent u/ith the objectives of
the green economy. For example, relatively lower tax rates are applied to peEoleum products than

elscwhere in the econoruy. Additionally, there is a 50% capital expndih:re deduction on the year

offirst use ofa petroleum or gas storage facility. These are exteroalities which need to be corrected
through the introduotion of carbon taxes.

I nte na t i onal exp e r ie n c e

Transport fuel taxes are already very common in mary countries. However, given that the carbon
intensity of diesel is rougbly 13% higher per liter than that of petrol, a more environrrentally
aligned tax system invohas taxing diesel at the same rate as or higher than pctrol is nceded. south
Africa is a rare example ofa nation which taxes the two fuels at close to parity, at us$0.3g and
US$0.37 per liter ofpetrol and diesel, respectively (SA Revenue Service, 2020a).i2

As well as altering the consumer price of fuels, fiscal policies cau influence the price of vehicles.
In Mauritius, for example, a vehicle feebate means that those purchasing vehicles with a fuel
economy above 150 gcor/hn are taxed, whereas thosc purchasing vehictes berow the threshord
are granted a rebate (t NEP, 2017).53 Mauritius has also waived a 50% import duty on erectric and
hybrid cars, as well as the registration fee. These incentives have led to the importation ofmore
firel-economy vehicles, with the n,mber ofhybrid cars beiag imported doubring each year between
2010 and 2013. The average fuel economy of the oatio*r-fl""t improvea from rg6 gcoz/km in
2005 to 169 gC0z/km in 2013.

Kenya's 2017 Emission Baseline Projections Report, the transport sector is the fourth tugest GHG

emitter after agriculture, electricity generation, aad land-use change and forestry (LULUCF)

1Cor"*-"o, olr" nya,2ll1)st Aiack ofefficient road and rail public mass transit systems means

that pdvate tansport is most prevalent, which is tIB main tlriver oftransportation GHG emission

growth.

trSuswaid! Keny4 G017) &nissioos Baselhe pojections Rcpron. Available:
!rsourh Afiic&t RcvmLrc iewica liOzOUl i"r,"tion ;r, So,.,tt, a,f.i"a. Rcrricvi ftorn:

ii$3p,;.6ql,r',m*:rn::m"*];;i\,:li:l*i"::xr*%zoin%2osou,,,%2oAr(ica.pdrhttp/airquatiryardrnobitiry.org/pCFV/pDF/N&riUi._CI"U"it-,tr.fr 
i
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The waste sector contributes to
emissions in 2020." ,ar, 

,, , ,"_".'l'ate 
change, accounting for about 3yo of totajnational GFIG

ror"rt y, una 
"n".g, ;;il ill^:lall 

contributioa in comparisofl to sectors such as agricurture,

::::_,"._i,:;;!;;;.;":ff ,fi lff :::;11I::::1"J;T'n"*"*,,""J;;"";;;
illli"*"":j", ,-blems. A growinj p"or"u**o'ri*,n:il["t '"*" significant health and
services will grow iD fuhrre ;ecades. on mean tbat pressue or waste

The waste sector.is also a sienifi
o, irr"e.rri,-p.iffi 

, :fl",""ff:ffi ;:::TffJff ,"[;;cr' 
onen uumins or uncorected

uncontrolred reachut" 
"ontu*inrt"" ,l"l;;,;:"_:i "*(Ered heavy'duty vehicles. In addition,

,,l,ffi 
j#j:*J"tr{*:i1",r1,::xil*tr;:i,TI}"#LTlT:1;,Jj:"1

,,iu,"* 
"io"# ilil:ililH;:ffi";ji:1i5:, but arso arrects every "d;;iffi;;;

Moreover, waste management berng largely devolved, mosl countiesovemance mechanisml and a"ai"","a 
-n_aing ro,;;;";;;:.:,"*iijl,Tj: IHJllXMany have not ser aside land for buildr* **r" *"*".*U"*o*",*". ,rtiatives to date havealso not fully hckled the ftndameqta-l p-u"-* orru""t" ri'rrrii.ri, 

"ro 
*-usc as core erementsof the circular economy: waste collection, *".," ;;.;;;.;;.;production from organic waste. ani *",i1 "-^""1 ::'-"l"oo" 

a1 
::uce aad recycling, compost

facilities. nd fiaa.l disposal of non_recyclable waste i".;*"-"r;;;;

Cunent ftscat and other policies
The government of Kenya's main guiding approach to waste malagcmcnt is the .zero wasteprinciple" as set out in the National souJ w"rt" rr,r"**"-".it*tegy which aims to protecrhuman heallh and the environrnent. Recy"ti^g, 

"o*po.ti;, wasi" miorroiz"troo, and industriarsymbiosis are impotatrt elements ofthe Saategy.

Kenya has in place a sustainable u
sectorineverycouo,ru*urr,o,o"Tffi ::1T["Jr5:'.ilHr".'*ffi;H".H;::
toward affordable waste collection, recycling *a ".-i".iag, 

-and 
secure final disposar inengineered landfills for the remaining fraction of the waste streaml Tne poticy arso aims to increase

the value of waste along the waste management value chain by deploying indrstrial processing
activities that create new products or sources ofenergy through re_using, recycling, or composting
waste-

3.I I Wasle management

Sifuational context

trhttps://climeleactiontrackerorg/counrrics/kinyr/policics-

acdoo/#:-xcxt=ln%202020%2e/A}hc%a}e!a$c%20s.ator,indrn.ialisalion%2oop/.20he%ZOKoly.Ir.ZZ0economy
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Fnrther, the Sustainable Waste Ivlanageme nl AcIIOZZ was signed into law on 7th luly 2022 to

enforce the circular moclel. The swM;t and policy domesticates gtobal best practices in waste

manag€xnetrt whereby produceo 
"t" "*p""t"a 

t invest in eco-clesign techtlologies and products

that are reusable ana recyclarte anJrhis contributes to red$tion in waste. The producers are also

expocted to take baok ttreir products at the Post-consumer stage' The SWM Act and Policy requires

waste generators to segregate waste at sourse into difforept fractions and ersure appropriate

transpolrtation of the same by lice. nsed waste servioe Providers to a composting or a material

recovery facility and not to tlrc dumPsite.

The Governrnent in collaboration with the private sector has also developed (draft) Extcnded

Producer Responsibility (EPR) Regulation s QO72). The EPR Regulations require produccrs to

take care of their proclucts and packaging at Post consumer level through five categories of

Producer Respomibility Organizations, to ensue eco{esiga of products, seamless collectiolq

recovery of valuables, appropriate recycling as well as disposal in sanitary laadfills. The SWM

Act, Policy and EPR regulatiors aims to have additional financial resources available towads

waste managemetrt as they are anchored on the polluter pays principle ensuring active participation

by producers and waste generators.

The Kenya National Environmental Policy 2013 proposes the use of 'fiscal incentives to encourage

waste minimization, recovery, reuse and rccycling (tbe 3Rs)'- Similarly, the Kenya Waste

Maaagement Nationally Appropriate Mitigation Action (NAMA) 2017 uoderlines the impodame
of promoting 'the use of economic incentives to manage waste' .

A national ban on single-use plastic carrier bags bas been successfirlly implernented, signifrcantly
reducing plastic bag waste, roadside litter, and the volu.me of plastic transported to Kenya's
durnpsites-

I n t e rna t ion al exp e i en c e

other countries around the world use fiscal policies to support more sustainable waste mauagement
practices. For example, Bangladeshi authorities have focused on improving the rate of waste
recycling with a package of fiscal incentives including:

o Tax holidays for five-ten years for all waste treatment and rccycling plantso Reduced import or excise duties on relevant waste management equipmento Use of its Climate Change Trust Fund to promote public awareness of the 3Rs'

These incentives are applied only to forma[y registered waste treatment and recycling enterprises.
concurrently, the government has tried to encourage composting of organic waste by introducing
a sales tax exemption on sares ofoompost and tax brearo for compostiog companies, although the
efficacy of this has been offset by continued subsidies for chemical fertilizers.
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3.12 Cross-cutting issues

Green [nvestment
The baakrng sector in Kenya is20t8,for";*ri;:;;;;:'."j,frJ}"ffijj"'-:;#,,I;T".",jrnance for Ereen projects rn

;?,,#ilT:Ji,"H::l:i:::i'l,",.d,,il;;;;;;-#:,:;d_T-JliT::^ff,fl ,l-#
,*" r,-,iu ,-j""ur;"" '"" 

wastcwater managencnt in rhe bospinri v *r"r"y,#ffi;";
f,'oreign Direct Investm€nt (FD
urs, J o,,r,"n i" ,;il;;:;D 

oenya is one of rhe targesr recipients of FDr rn Arica, totafine

;::x*,":t*m;:"::,#i"ffi:;:l3j:tr,1,:*q,*l**:tn.,HrTil[
Green Bonds: Kenya has made
irutiating the ffi;::J;:"":t*'oc:nt.efforts 

to develop its creen Bond market, rncruding
Association and capital Markets 

agenda in 2ol4 and collaborating wtth the Kenya Banfters
r.o,o,n"o","ioo-,"L-_il:Tilt]"H;,"HT:fi n:nX,*:*::*i::.rr.:lU="ti:corporate Green Bond in 2019. Itl 2017, the Ke"r" *""" ,"...**rket program was ,aunchedto- accelerate the market acceptance of green bonds, t "irioi"-"r**" chaogo mitigation andadaPtation inveshnents' and improv.e.regulatory and mark", 

"lr"oa, *u *"wledge on sustainabre

il:'ff:H,i:i::"""*:::,T.*' o"'ni1' ru" p'"t'""""i, ,nere are currentrv rimired
ransrormations ar","or*ii, o',ffi *5'ffi*i"*,:T,"tHf",l#",-";:, ;;;
Capital Marhets' To date, Kenvan persion fimds and other domestic institutionar iavestors havebeen hesitant to invest in green products originari.g in Ke.r;. ;;r"., Kenyan green financial
l-iT* Y * the first corporate green bon. have attracte. interest from foreign instit.tionallnvestors This suggests that the11 is significant p*"*,iJ a 

-"n!"ge 
*re interest of aomesticinstitutional investors and make Natobi a hub for greem capit"i-"Lo i, *" *gion. As a sourceof long-term finauce, capital markets, both public and prlr.t", n^r" 

"o 
lmportant role to ptay inthe financing of green investnent in the country.

More private sector participation in the national crimate change discourse is needed. The private
sector needs to be made more aware of existing green investnent oppormnities. There is a

" CPt (2021) Thc t-andscapc of Clirnatc Fhsllcc in Khya. Availablc Er: htrps://wwu,.clim.rcpolicyinitialivaor8/publica(im/rtrc_l.ndscapc-of-climetc-fnatcc-in -lenv,
'7 

UNCTAD (2020) world lnvcstmcnt Rcpo(: Intcm.riooalProdldion Bcyond rfie pandcmic. United Narioos, Ncw york.
'r cPt (2021) Thc Lardscapc of climatt Firance i, r<-y". e,""ir"ui" 

"i,-nn'ptlil,*l.li,.","p"ri"yinilirriveo€/publicarionnhc-laIdscapc-of-climate-frnance-in -!cny,
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particular need to divenify the projects which are atbactitrg private fiEance: a recent report by the

National Treasury and Climate folicy Initiative showetl that over 97% of Private sector funds were

directed to renewable energy generation projects'

Another challeuge is promoting new greeu innovatioa investrnent Despite the progres Kenya has

made on itrstihrtionalizing research, technology and irnovation - such as the National Corrmission

for Science, Technology and krnovation (NACOST0, the Keuya National Inoovation Agency

(KENIA), and the National Research Fund (NRF), the National Environmental Trust Fund

([.,{ETFIJND) and the world Bank-sponsored Kenya Climate Innovation center (KCIQ -
challenges still exist. These primarily relate to the fragmented approach where research institutions

work disjointedty among themselves and not with industry. These weak linkages contribute to a

mismatch betwecn industry needs and what the academia and research system produces' In

addition, tecbnologies rake too long to move through tlre innovation stago as imovaton lack the

capacity to develop technology, enter the market and commercialize products. The current

structure has not suffrciently suppoded Kenyan imovators, resulting in most green technologies

being produced overseas and irnported.

To engage the interest of domestic irutitutions and attract private sector participation in green

investment, the govemment is committed to developitrg a green bank refarred to be referred to as

Kenya Gteen Inveshrent Baak (KeGIB). The bank will provide a rauge of fundiag instmoents
and associated inceqtives to support the private sector in overcomitrg barriers to making green
iavestment at scale.

To facilitate the switch to clean energy and foster the 'polluter pays principle, the Bovemmentshould corsider implementing a carbo tax. Correct carbon pricing will send a right signal to
markets and private investors which is pivotal in creahng an enabling envirorunent for privatelnvestment. Carbon trade provides opportunity and impetus for gainful establishment and

Carbon tax and Carbon trading

By 2A22 and 2030, Keoya's combined GHG emissions from Forestry, Electricity generatiorq
Energy demand, Transportation, Agriculture, Ind.ustrial processes, and waste is projected to grow
'to about 100 and r43 milion tons of carbon dioxide equivalent (Mtco2e). In 2030, the hilhest
amount of emissions would come frori the energy sector (electricity generation) fo[owed crosely
by Transportation and Agriculture. out of the total r43 Mtco2e, the National climate change
Action Plan (NCCAP) of20l8-2022 projects that Kenya has the technical potential to reduce 600z
of 85'8 Mtcoze by 2030. The actual mitigation potential of each of the key sectors depends on a
number of factors that mnge from policy, resources, priorities, to the practical implementation
practically of the potential mitigation. .

matntenance of carbon sinks. To promote efforts to cut dowq carbon emissions, concessionarytocenhves reward adoption oftechnologies and processes that limit greenhouse gas emissions and
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reduce carbon-miles Should be c
offo ope.rt ;;;; 

""r'i* ,Iolt*lolred 
Developing and naturi

to susrainable socio*ono.i" r.inr'od 
i""*t*"'L"ffi ;"r;:[iJ':X,fl ffi:"ffi 'ffi ,H

In ! e r na t i onal exp erien c e

[:,T:il::::ffiff.:fil,l have implenented a fonll of carrron priciug. whether it be
h"" bon *';;;";';il:T:::::1'T^'r'cap-and+rade prograorse European countries
world. The first ce;;;;;; ,j''"t"nttng 

co: taxes that are now irnplesns6,"d;;;h"*;;;

1y,;*"":",n;ffi ffi ,:J;1H:T;I"Trr[T"';"11**lk*.,:n:rr
utroduce carbon taxes and rrovidl a1 ,r"*r*r, 

"r*i**T*o,, co'trast in their experiences
lIE Tlil:ffi:1,";,T::H#*:*".rr' aro, ",r,r,""lil i'.,""o.o"d a crear decoupring
countries have decil;fi;"::fl'#ffj,r,.ffi:" ",".gv 

u,a co, "il;;;*""i#::
On the regional front, South Afr.
emissi ons Lducti on-s il;;5;:il[1JilTl"i;1":*x .:1:,1il,["J:"T::l1r:,:iertrcmely low under global standard., tn" gor";"o, ;rffii;andprojects to increase thc scopeofta_"u," 

"*tr.i"* r"ir['ffi"[:;ffi1"-r::.";:#ffi*,consrderable interest in pursuing carbon taxcs a" n"i, 
- 

.""i' ambitious GHG mitigation
;"Jf;ffi?ffi:;rPcs However' the country i' ,"i-i" i,""*i,e the ambition rirough a

, thctota[ tcvcl olcruislions ofccrtaio chcrnicals, partic larly
tt A govcmmcnt regulatory progrm desigcd ro limit, or
carbon dro,(idc. as a rcsrlt of itduErial mtivity
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CBAPTBR 4: GREEN ?OLICY ACIIONS

This chapter sets out a series of green fiscal policy actions of particular interest to the goverrunont

of Kenya. In the coming months and years, the govemment will look to develop specific

recommendatiors in these differcnt areas, building on the hternational erperience and cunent

Kenyan context describetl in Chapter three (3), uihile recogoizing the goals' objectives and

principles described in Chapter two (2)

The actions described in this chapter are split into two sections. The fust sets out the areas offocus

for each of the individual sectors desciibed in Chap,ter 3, rvtile the second describes some key

cross-cutting policy actiors that can have an imPortant impact in supporthg Kenya's grcen

development agenda in many different sectors.

4.1 Sector-specific fiscal actions

Specific green fiscal policies are required for specific sectors.

This section outlines policy actions in the I I sectors idenfified in Chapter 3.

4.1.1 Disaster risk management

The national and county govern-Eent will pursue the following actions to reduce the devastathg
impact of climate-related disasters iu Kenya.

Flood control mea:iur$. To address the problem of perennial floods and related risla, the
governme[t will Put in place measures to increase fundiag and strategically preventative resilierce '

measures for flood control projects such as dikes, dams, catcbment and riparian reserves.

Promote crop lnd livestoclc insurance. To cushion fanners from loss of crops aod livestock, the
governmetrt, in collaboration with iasurance providers, will put in place measures to scale-up
climate-oriented insurance progmms. This wi ioclude a corsideration of whether to providl
additional subsidies to red,ce the cost of insurance for farmers without discouraging appropriate
risk-reduction behavior. It will also include options for the design of imovative weather$ased
iusuraoce products. Thd govcrnurent win also considcr options for incrcasing awarcncss, cduoation
and training around the rore and value ofcrop and livestock ilsurance, especiauy in the provision
of agricultural extension services at the county level.

Disasten risl< {inancing. To ensure that it has sufficient frrnds to respond to inevitable disasters,the goverrunent will promote the use of irurovative disaster risk-financing instruments likccatastrophe (cAT) bonds, risk pools and contingency bonds as well as sovereign and subnationallevel disaster management firnds. This wilr be compremented by the Kenya Sovereign Green Bond
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Framework, which prondes a cl
stakeholders in relJ;ffi;;::1iet of protocols ror identifuing

: ofsuch financing i" ,h" 
"*;, ;?l:iresPonsibilities 

ofdrfferent

Climate information services. l
govemments will in"r"rs. firnairrlTnhance 

chmate informalion se

and ctunate inform.tio, ,rr1"*, I llr 
mcteorological se",'v;:"":"ul;;*t*o 

the national and countv

tax,ncenrivesrorearrywaminge;;[*X,:;ffi ilil::il"*#X:ffi ::Jfi:H,::#*
Competrsation fund for clima
commuruties f,om the exteme *llt.'i'ot:tl 

To cushion the I
tundingrorresirienffi ,r"ffi ".'f"T*,i[#ill:'"ffi ,H::"]"H::,ffi i-;",*::

4.I.2 Water and the blue economy
To.both reduce the nsks that clima

ilHT:,:#il:lffi :i: ;li:fi i:T:"""ff ;:t:H:ff ';i,Iilffi.u**" *,,"_

1i11. lr"l..naryesring and srorage. To address water shor&Soverrunents will irnplemenr n."a."f r." l.l ":'r""':^:t" 
s.horhces, the national and county

equlpmenr used for water n"r".,lll-"."1":t 
to enhance acquisition, affordabiliry und u"""s, of

ensure strict qualiry controls on wllS 
and storage including roof ca

gabions rn flood-prone areas 
ater storage tJnh, ;;ffi ;##Jj1il:T;:*:

Promote water use efficiencv. T

*,1* ";:,::::x;i#:i; ;JlH,til1_.:ii::1$;l:#:*XfJ""::,;il::?,H:

q""":T*o wiu a.o 
"xpro," ,iT"ll'"i #l XTJ:H:"#fT,ilti::**i*dcveloping a set of water tariffs that provide the rign ln"*,ir", i". *ater use efficietrcy.

Elimination of invasive species. Tho nati.nal and county go\rernrnents wilr support research

ff*:[t, 
and innovatioru in the sustainabre --*"**'or i*sive species zuch as water

Promote sustainabre fishing and restoration of coastar and freshwarer ecosystems- To addressthe challenge caused by uncontroaed and ,.*.i"tr"ii" a,.i-t;;: ;: *"r",r-r"", w.l impose raxm:as:res on.large-scale fishing companies ancl trawlers. elaiior^tty, the government willtntroduce fishing quotas to establish quantitative upper rimio io. n.tr* 
"r,"hes 

with quota rigl.rtserther being non-tradable or tradable in 
"aani"n, 

i".rg ,1r", *" *"i.--"", * l pr-rt in place fiscarmeasures for restoration ofshallow coastar water ecosystems,Iu.h os."ogrores, tidal marshesand sea grass beds to second, the govemment will promote sustainabre fishing along the l(enyan
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coast by. Quotas would establish quantitative uPPer limits- for fishinB catches with quota rights

either bein8 non{radabte (as is the case in Nami)ia1 or.tra-dable (as is the case in lceland). Quota

policies would be budget-neutral if distributed for free' or a source of govemment revenue if

auctionetl. Similar measure will be hstituted on the fresh water lakes such as Victoria' Naivasha'

L. Baringo, L- Turkana, among others'

Rcstorc deg.ad.d dettl.and wetlandc. Wetlaods are essential life-support systems and play a

vital role in controlliog water cycles. However, a glowing Population, together with the need for

increased agriculhral protluctioq has led to substahtfuil pressure on the deltas and wetlands. In

view of this the government will develop fiscal instrurnents such as PES to promote private sector

participation in the restoration ofdegraded deltas and wetlands.

Protect riparian land in arid and semi-arid areas

ln order to promote sand storage dars and water pans for livestock and small-scale cultivation,

the governrnent will provide an enabling envirooment tbrough incentives towards these atlaptation

prograns.

Provide grcetr lhore power as a viable alternative to contribute to ernissions reductions at
Kenya's seaports.
In order to promote investment iu cold ironing as an alternative marine power to cover the energy
demands of ships calling at the ports, the govemrnent will consider providing incentives to
investors in green shore power supply

Provision of appropriate reception frcilities for the control of emissions from ships
To control GHG emissions fiom the anticipate( inclease in the number of vessels ioming to
Kenya due to the expansion ofthe Port of Mombasa and the construction of the lamu port, the
govcrnmeut will promote the establishment of vessel reception facilities tbat will eusure ozone
depleting substances and vessel equipment contairring such a," hanclled and disposed
appropriately.

Promote investretrts iuto low carbol ship bunkering infrastructue

4.1,3 fXealth aud sanitetion

Recognizing the threats that climate change and other environrnental risks are posing to the
health ofKenyans the government will undertake the following actions.

co,rbat increased incidence of malaria and other vector borne diseases. climate change has
resulted in an increase in the number ofcases of malaria. The national and county governrnentslvill provide funding for research and irurovatioo to contror mosquitoes in an environmentally
friendly marurer, to help combat the increased malaria incidence.
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"n",gy,t,;; #:H ;:1 ;:[T::#ril]:"ilJj,op*il*"l.*i,ff;T;
l::ll:a" ,r* of organic pesticides. Thc excessiye use of inorparthreat to human health and ,fr" 

""",."* _ll^l,]i fs,f 
or moreanic/harmfirl pesticides rloses a

addition, using suc;;;r*':.:I:y:"t' especiallv with protonged *"'una.;;;"#::i:
resulting air o",,ru"l. 

"tl"."ilonurbutes to an increase in acute r

wrtl help reduce th" eff"cts orin.j 
tl". '"" or "n'ito''i"""nii;;'"r**"'tory 

infections ftom the

wrrr thererore provide rrscar ,,."1'.*''1n*t;ffi;;#;:[i::.t":X.f::J""*":1";
or o,g*," p",i"J"Jffi. ;::}ffi lffi t}:rffi "tion, 

prererenrar p.";#;#;.':

i.:":""*ffi#:""fr::::t:;""ted hearth risks. rhe crrects orcrimate chan'e w,r read to

:;x:T",ilffi ;#;:*i:::Ji*-:::fi ::1#::T**ifl ?H:lsurvei a$ce of climate-lelated health risks.

The agriculture sector is both excep-ti_ona{f sensitive to climalg ghanr., which in tum threatens

[:l"Jl.T:iil:'ff1[i,]."T:tt" poiurution, una^;;;;;;;,"".""orGHG emissions. rt
,r,*"r"*".0i,,* ;;" ;i:::l :],l;T[i::.HIHI"#j,1ff ,r.. *",o"",-""", *i,i

water-saving irrigation systems and strategi€s. overrctance on rarn-fed agricurture andoutdated non-water-saving irrigation rcctrnologiies ,r"*r"rr 
"l"ri.rity to climate cha.nge forfarmers. The Govemment will su

i'igation inrrastru;,il;-", fl ;iJil:ljj:il,:l:iljHfi?:ll_:'#:"i,ff*ll *:

4.I.4 Agriculture, trood, and Nutrition Security

60 Hazardous substances or wastc arc dcfincd as substances or wasic that posc a tfucai o!. causc hairs to thccnvit ory16111 .n6rt* nrman hcaltl.r
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Rc&rction od Post-harvest losrcs:

A lack of adequate storage of agrioulhiral produce and poor post-hawest practices hanslate into

low commodity prices, Poor access to credit, and an ineffioient agricultrual value chain for small-

scale fatmers ih Kenya. The resutt is to exacerbate food insecurity and increase the hunger risks

posed by climate change.

To reduce post-harvest losses, lhe govomment will promote agro-processing and provide

incentives that are aimed at increasing adoption of Post-harvest storage tecbnologies and

equipmeot such cooling plants, on-farm storage technologies such as hermetic bags'

Green technology in crop production. The full potentia! of arable land productivity in Kenya

has not yet been realized. Moreover, it is rare across Kenya to apply and utiLize green technologies

and strategies to promote sustainable productivity, even though these measures would improve

food security. The govornmcnt will incertivize the use of green technology and applying

sustainable strategies in agricutturat production. ln particutar, the policy will promote tkough

fiscal policy intervetrtioDs the use of integruted crop mdnagemcnt lecLrrology, organic farming
and thc use of low carbon cmission cquipment for cultivation-6'

Livcstock production. The govemment will elplore opportunities and fiscal incentives to

Promote the adoption of improved adaptive and resilience technologies to iDcrEase livqstock
production and productivity by 2030. Additionally, the PES, discussed iri section 4.25, will also
have a strong impact on the land-use decisions and practices of farmers across the country.

Coop€rrtive development and cliriratc smart agriculturd practices. Kenya faces'ever growing
fluchrations in climate and food prices whieh directly affect households' food acquisition and
allocation. This raises food safety concerrs, Additionally, population growth puts increasiug
pressure on land that is available for cultivation, thus exacerbating food insecurity in the country.
In particular, population pressure has led to anble land fraggrentation which translates into
inefficient allocation of resources (labor and capital) teading to iocreased cost of prodwtion, and
unsustainable farming.e< To support advancements including lancl consotidation and
mechanizatioo and, herrce, promote large-scale crop, livestock and fisheries production an6 value

partial root zoue drying62 are tecbnologies withpotential for saving water which r'r'ill be beneficial

compared with the sprinkle' tt"';il;; "t*"1tlv 
used blfarmers The govemment will

therefore provide incentives to pr"omote tecbnologies for water-efftcient irrigation systems

rrr pR'rc:{sn g (orn aro. fL(.lourul ol ortkltlntt.ul Su(,c( o d itiacrr.,d.(r li9(4): lsq-196."' uceE dt coruPany ( ?01 7). lncqltlvi2illg algai abitity i[ Agricu ltu rc Priis rcliasc. Rarievea l Sth Fcbruary 2o2 t tien

I,.l*"i: ca.,r,ii"i.,. r.. ciai[,iii. b.. raorir.u.'o.. oro,n. r.. *,0 o";; *,. c. rioi;i.'i*,r, o;,i*,,u., s..o,.. *,rr,
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addition, this policf will incentir 
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4.I.5 Forestry, wildlife and tourism
Forestry' wildlife aDd toruism is at th€ forefiont ofboth I(enya,s mitigation and adaptation effortsr ne proposed fiscal actions for rhe forest.y .""to. in"fui" d#f f,o"rv_g,

Incentivize tree grorving and

::.1_:T":,unap-.or"ctioln;;"ffi Ig;:#i"il:#ffi"j..y1'.,0'.1T:"*egrowing,
rcstore and conserve water to*"." ,."_-^,-,=::,,:.""* roresr cover to l0%. This would also
private land. il; 1'o."1;": 

"crs 

The governmeflt recotrrmends planting on borh public and

:::d#t:i;ffi T:ffiT#",,"H::fl ,ffi il:"#i#t'i;,,rffi i-**,:l
;:XTI::T[;f,.;_il"-::;l"T,i-, creating irrcentives ro. 

"oH","ar prantations which can

::::TT*:t,0..,*,oi,oi"t;-,=':T:,H::"ty.Xffi *.1'#li["toperatrons for those that invest in tree plantingiana go"re;;;;;
land, the law requir.s thrt ,t l""sr r o"z" 

", 
*"lr.o ,""i" *t".t"t"TT",: f;;:fi;",r::Hfrand managed on more than l0% of an -auiau"r r"ra *ili" ,"ri'io *o 

""mpensated based ongraduated schore/scate i'e , the highe. th" p".""nt"gr tlo-;;;;;;"*a of carbon credit to beearned to a maximum of 50% of the owned land.

Ecological fiscal transfers @FTs). The National rreasury and the Ministry of Environment audForestry u'ill work with the cRA to come up with an EFT pararueter in the revenue sharing formulafor allocadng more resoruc€s to strengthen the capacity of th" 
"o,*ti". in preservingenvironmental and ecological frrnctionr. This EFr 

"pprou"r, 
i". i""n *"a in India and a range ofother countries to provide zub-national administratio; with a stronger i*entive to preserve and,/orrestore forests.

Fayment for ecosystem services @ES). The Government shall promote responsible for
euvironment and ecosystem rnatteB in collaboration with retevant sector ministries will fast kack
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incentivesthatsuppolttheadoptionofbioengineenng5'forroadinftastruchrret}uoughtheprivate
and public sector (comty and national) collaboration'

Integrate the circular eco[omy ltrto iifrertructurc devcloPmert

The-use of recycled materials in Kenya's infrastructurc remains low yet these materials present

significant social economic benefits an( opportunity to onhance sustainability and resilience of

infrastructue. To realize the sustainable development benefits, the government will provide frscal

incentives in the use of recycled materials in infrastructue development.

support the circular economy i|r coNtruction. To encourage thc use of recycled matcrials

within the construction sector (see tlre example below of Australian state of Victoria), the

goveflunent will provide incentives for building rnateriats locally manufiotured using more than

40Yo recycled content in their production. The govemment will also provide incentives to

enoourage the ostablishment of facilities for the collection for resale and re-use of construction

waste and materials. The government will also impose fees or levies on contractors to fund

construction waste disposal that does not meet prescribed procedures ofre-use and re-sale.

Support grecn building developmeut. The goverrunetrt will provide incenti!€s to developen that
meet the requtements for green buildings specifications/codes. These include the design,
production, importation and sale of altemative green building aud construction techuologies and
materials. This will also include solar passive architechue to improve aeration and lightiug in
buildings (Energy Marngement Regulationo 2012). In addition, the goverDment will incentivize
research and tlevelopment, for irurovaE.ve technologies on green buildings.and ststainible.

supporting Adoptiou of water aud Energy Efficient Infrgstructure: The govemment will
incentivize conskuction of water and energy efficient buildings. In additio4 a[ the design of new
public buildings will integrate water and energy efficient measures in their construction aad
functioning.

4.1.7 Renewable Emergy

To promote Renewable energy production and deproynent and increase coDsumer connectivity
the goverooent will:

Fhase-out fossi!-fue!-based therrrar erect.icity. The government will provide fiscal ircentives
needed to lower the cost of rene,,vable energy rerative to fossil fuer intersive energy sources. This

6' A 5ubset ofgreen infrastlucture thet uses vcgctalio[ !o serye ao coghecriug f_rnction. Thc moS cotrunoo uscs ofbrocngirecri'rg incrude soir srrface protection ag.inrt 
"rorion, 

*it Jibili.oio"", ,"?i^n.*a a."inage functions
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the development of pES scht
programs. In developrng ,ur':-:t- l: 

incentrvize scaling up of conservarion and restorarion
schemes benefir rh;";;;l-t"posals. schemcs, the goverp

u," a,.,g*a,o o"n"ri, u;:1"_.ru;H::l:*l :#**:lLi::::l,lljl;
fl :::,',t,i::::',ilil:':iJll'beusedto#;;;;-'1'HlT:"#::T#3ffi l:
especially in latin America. 

' e, conservation and restoration sch"m". r'n a"r"lop;;"r'"""

Xntegrate afforestation and ref
,t 

" 
a".ig, propo.ul.;;; ;;;"**"tior 

irto I;IEDD+ and carbon trading desigu. As part of
*,, ""*tr- "rrr*rr,,"."i- ]1 

tt* '!*te (discussed ia section 4.L2 .u"rl, ,uI g"r"rl-"",

ff*ff lii$rx#j#I;:#ii:!"1";;T:,Y#:tru;*:..jffi
1-'l':"!:"0';;";;ffi l:1r"tii*:f iffi []I#TT:l*:'**rut:iopportudties within their carbon pnctng schemes.

concessiors aurl Public Priva(e..Partnerships: The govemrnenr will provide inceatives aad,':T;Tl.:fffiiff ',Xfl:",T:l:'y11". o,*** ",;;;#". pubric and private rands;
techaologies. 

----""6 '*rururuBtes' production of high-quality seedling and'.u.. ,*i",

Commerciar Forestry: The government w.,l provide incentives to spur for inves.tments incommercial forestry and imporbtion of sustajnable timber
4.1.6 Buman setflements and infrrctructure
The approach (hat Kenya takes to designing,.constructing ancl using its buildings an. infr:astructurecan make a substantial difference to its resirience to 

"rii."t" rrrr*i. and further support Kenya,sNDCs ambitions The liscal policy and other measures rh", ,r,"]i"rr*"o, will pursue to eosure

Hil"t::" 
infrastructure and buildings support low-carbol .l'iLr*"*,"., development are as

Enhance the crimate resirience of roads. Kenya's road network is wlnerabre to climate changeimpacts such as floods due to structural imbalance between the rnturar ecosystem and the built-iainftastructue considerations. To'climate proof the ,ord o;;;;, the Natiooar rreasury willinclude climate-resirience criteria within public Investnent Management (pllvt) Guiderines forfunding infrastructure projects and enhance the incorporatiorof th" 
"on""pt 

of .roads for watEr,in the design and construction of roads (see box berow). Th" 
-aor".rr,,"r,, 

w*l arso provide
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Devclopment of atternative kansPort {ucls. Incentivize production of altemative tnrsport fuel

sources such as bio fuels ftiogas, bioethanol, bioLFG, biodiesel) and green hydrogen

4.2

4.2.1

4.1.11 Waste maoagement

The government's actions in greening waste management value chain will be consistent with the

Sustainable waste Management Policy of 2021 and Sustainable waste Management Policy Act,

2022. The government will provide the following liscal actions:

Development of Material Recovery Facilities (MRF). Provide incentives for waste recovery

facilities, circr.rlar economy, incentivize sanitary landfiIls and disincentivize dumPsites

Ilcentives for private iector cngagement in wrst€ maragement. The government will provi<b

incentives to promote private sector involvement in the waste managernent sector, including tax
incentives, removal of itrvestment barriers, creation of a conducive investsnent climate, and
incentivize access to 6nance-

Encoweging circular business models. The government is keen in providing a range of
inccntives to promote circular business models. These include incentivizing adoption of EpR
regulations, encouage recycling, oIfering prefere*ial use of recorrered materials over virgin
materials, and promote the procurement and use of recycled goods. Support innovative waste to
energy tecbnolog ies

The government will develop a greeu investnent bank that will provide a nnge of fimdingilstruments aud associated inceutives to support the pubric and private scctor in overcoming
barriers to making green investmeuts at scale. The institution win herp address the perceptioi
and/or reality that the capibr costs and risks of green inestments are too high, and the retums toolow lt would provide a range of financial irstruments which could potentia[y include credrr
Susrantees' rbk-reducttoa fac itics, debt equity and brendedfinance. It courd arso offer supportand expertise to finaucing recipients ana prwiae incentives to develop innovative financialinstnments such as green bonas, brue bonds, resilience bontls and trarsactions rsing carbon

The govemment will consult closely on the imtitutionar design of a green investment bank.considerations incrude which sectors it might focus on, the elxtent to r,vhich it might provideconcessional versus market_priced capital, the pro.u"o'rt Ligfrt proria", and its appropriateinstitlrtional home and govemance arrangements. The govemment cunently expects ihat the new

Enhanced green Iinahcial intermediation cctions:

Green investmeut banlr
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The policy seeks to incentivize
production 

"f ;;";; ;r"il;'; 
creeninc of industries and jnve

Incenti ves wi r r be provi d ed," I ^'-'.1"-"-- 
to"';-*# il":;'r ";: j;,ffi 

:fi ,:,H::.il:
&cA) Inpact iep;.;;:;.'l.1T1cjuters to r:ndertake the producr Lf" cv"k ;;:;;;:;;,
be considercd: green irnancing. In addition, tt" folowing fisj ;;;;;;;

Prornote eflicient managemcnt
tncentives to the private ,.",", :l-ol1'ltT:n svstcrrs' The govcmmcnt wilt provide fiscal
,""hin"ryrooptimi;;;;;;"j:: :*oT'il: production, acquisition *a "'" "r-.m"'#aaergy, materials and reduce waste.

Develop ecoJabdring schemes. An ecoJaber identifies products or services that meets prescribed
::':""ffi:[::-eria. 

The government wilt prioritize pro"u.oo"lt of proaocrs and services thar

4.1.9 Manufacturing

4.1.10 Tratrsport

The Kenya govemment aims to use Ilscal policy to promote sustainiand private The fo,owing are filca incentives to green *" o.*oJ'ri,H1rl#tion, 
both pubric

Promote mass rapid transit: Tmob,ityaswera.;;;;,.'.:"##fi;#.ff ,fl ,:.:*fl JrTi:.:$*f,J:I
HJ:rI#ffilX [H'lr:T::I". 

** *pra t'",,-'poi,**,,^".*. r*s wilr conkibute to
transporrsystemrht;i;;;".pr:,{.i1"T;:r,:ffi ;":j:l}1*X:ft"Ji#.* jsli
the lead implementors and.the general public-

Incentives for etectric vehictes. The-government w,r provide incentives for import, manufactureand assembly of electric and hvbrid motor vehicles, et""t i" .rrolo."y"t"s, spare parts and EVbatteries This wilr b" n"c"ssury ro srpport thc transition toward 10w-emission and creatr transportsystems' options include tax incentives for electric vehicles, 
"od 

th" operadotralization ofa feebatesystem. The Govemment w r shift to procurement of erectri" vehirrcs ove,r the medium term.

Expansion of e-mob ity infrastructure. The government wi,, put in prace fiscar measures todevelop and expzind in&astructure across the country to support e-mobility ana non-motorizedtansport.

Congestion charging. The govemment will explore rlevelopment of a congestion charging
scheme in the cities.
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Clean cooking targeting to achieve Universal Access to Modem Energy Cooking Services by

2028

To expand the clean cooking market and ensure clean cooking for alt, partial subsidies and

performance-based incentives are required to suPPo( affordabitity and pay for public benefits;

explore fiscal instrurnents that catalyse and spur matket irmovations that can deliwr affordable

cleancooking solutioEs at scale.

A range of incentives are desired to ulock and accelerate the trarsition to modern and clean

cooking. The options that will be consideretl include:

Incentives for clean cooking fuels and technologies. The govemmeat will incentivize and

encouage the production, access and use of clean cooking fuels and technologies. This will
include targeted iucentives across the clean cooking supply and demand ralue chains. The
intervention measures vill aim te enbance affordability, availability, safety, efEciency while
reducing exposure to household air pollutioru Examples of appropriate innovative approaches
include "pay-as-you-go" or "pay-as-you-consume" models, and other ionovative models such as
the "Mwananchi gas" progrrm and smart metering for LpG. These incentives will also support
efficient biomass conversion technologies and reduction of upfront costs of clean cooking
solutions.

Enabling Markcts for clean coolcing services: To ensure a sustainable aud inclusirc market
system for clean cooking solutions, there is need to deverop standards, estabrish stove testing
infrastructure across the country to support voluntary labelling ana certification system and

i".d."d.:T.t incentivize local production of cooking producti .and curb the proliferation <ifcountertert imported products-

rnvestmetrt in R&D ofreneyvable energy: The Government w,r support iuvestrnent in Researcb,Development and innovation on renewabre energy as a mea.s to close inherent information gapsand embrace informed policy and a"cision mrking. This will also include incentive options forprivate sector to conduct p.&D.

llnteg.ation ofcookitrg into nationar elec&ification progrems: To support the mainstreaming ofelectric cooking, it is imperative that coolcing is embeddeair,to .r""urouti* programs to leveragefrom successes in both on and off-grid electrification. Torrra" ,ni, 
"ou, 

fiscar incentives courd beconsidered to promote the upul<e of erectric 
""oldog. 

Th";;orr-ta incluae duty exemptions andVAT zero-rating for energy-efficient 
"-coot 

ing uppi"n"." 1.uc-hls erectric pressure cookers) aadestablishment of dedicated e_Cooking tariffs.
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will therefore accelerate the devt
the integration o;r;;;;:::*:ent of green energv alternatives and technorogies to alrow:wable energy power. (National Energy policy, 20i 8),65

:::l:.,1" 
geothermet devetopment. The governrnent will or,

il::::',::'::T,'.::':#"::il1 erectricirv ;;;;;;'il";,f,:If,3',-#',.::"?lJT.::;

;:""*Ht1, 
;;#: fi ffi::[,,fl .iT,,"#,fi :1,:","TJfi:,*my]*m$i,ii"$

]Lfn'.ot"t.to "tcctictry solutions. The govemment will jncentir

*fi ::"0 
*"" *" o, in,,"* a. n".,i. ., u-".* rr, ,"#::,ffi[ff *:,.",:r*;fr T]

Incentives for electricity connection.
enable more househo.lds and MSMEs

The govemment will provide consumer_level incentives toafford electricity connectivity tlrough enha-ncing initiative

P1t11" ,o_n.."y of aargeted clean cooking incertives. To scalsolutions. The Govemment ur, c"*; ,-ll ,_:^:.::::-j ". 
*are uP access to clean cookiug

**]*:m:ri#i:*i,:i:i;;:,n:ril"fJ^J"11"T.1,"y**"ij;Jj;
acrossthe"r"uo"oor.ing,"i;;;'#r,",:1:i1ff ,,ffi :"##"[lH-,:1T:.r*""r:?l*output' outcome' and impact tevels, therebv contributin; ,; ;,1;;;,,b *ai:rs in genaer equarty,envronmental sustainability, and irrcrusive developmerit. ,n . 

""ru ,*" *e form of conditionaror unconditional cash transfers o
households. 

r results-based grauts that provide cash incea[ves ,; ilit:;

zuch as the last mile connectil.lty

'6 
Govcmmant ofKcnyr (2018). NationalEocrgy policy. Mirisrry ofEncrgy

continue to imprement F'eed-in-Tariff projects: These are projects below 20 MW capacity forall tecbnologies except solar and wind rl, latte, ar" targ"t"iio i" p.o".*a *,rough renewableenergy auctions The feed-in-tariff projects are in""otiriz"d by pre-set tariff and e:geditedprocedures.

4.1.8. Clean cooking

The Govemment affirms clean cooking as an important and priority componeat of its development
agenda' In light of this affirmation, and in resporse to various existing globar and local
commitments such as SDGs, SEforAI-L and the NDC, the GoI( commits to accererate actions in
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To direct iuvestrnent to products and projects that have positive environmenbl impac! thc
govemment will set up the Green Investment Register (GIR). The GIR will be a database of gre,en
inveshents (building ftom a receot Seport, The landscape of climate Finance in Kenya.on the
road to Implementing Kenya's updated NDC, 202 t 6?), comprising national priority projects ia the
gr€en sector, {lagship grcen projects and greeu public-private partrcrships. Estabrishing this
database, and the information hanagement system enabring investors to acc€ss it and intensive
resources mobilization, co,rd potentially be earry activities taken forward by Kenya Green
Investment Bank (KeGIB).

The. governureut will promot'e green pubric procurement at nationar atrd county govemrrrent rerrerby developing guidelines to include environ.ental parameters in ,-"rr"_"o,.

instiartion will be given a clear mandate to supPort climate change mitigation and adaptation and

green groMh, but it will be imporhnt to ensure cohererpe with existing and planned firnding

institutions in Kenya.

The govemment recognizes the importance of developing robust govemance and accountability

mechanisms, and appropriate staffitg structures, ifttre iostitution is to be successfirl in gaiuing the

confidence ofthe private sector atrd leveraging signihcant uew capital flows. Throughout, we will
look to build on the growing iatemational experience ofgreen investnent baoks observed across

the world, and the critical factors supporting their success.

There is a range of other complementary fiscal actions that the govemment inteuds to erylorc to
promote green inveshents.

The iovemment will reform and increase financial support of research and deveropment in theinnovation and production of greeo technologies- putic nuas that support green research, suchas NRF, NETFUND, and the National Ctiuate Chr"g" ;;J 60""4, *1, be capitalized andexpanded to support iurovation 
T.9 l*l proauctiovl"s"Jiy of g""r, tecbnologies, ens.ringcomplemenhrity between these initiatives and K.GIB . p*i"-uru, o,"*ion will be paid to researchon and developmeut of batte

ior.u,t,"to,", 
--ffi;;J-"il, 

:[ifl"'ffin., "ltrrr.:1lf*:"",X[::"T,_il1
barvesting schemes, srnall to medium irrigation systenrs, g_..Jiu,Orrrg", payment for €cosystem,credit guarantees based on investors q^ture caiital po,Jo,iui, a".o*hation projects an. fierdkials, and the exparsion ofcharging in&astructure.

The govemrneut w,t work with industry readers to identify green innovation and technology needsaqd review the research policies and sharegies i'o.a".io uiigo them with prioritized green

ami:-il-i,:il]" tinarce L1 Kenva Availablc rr: hhps//www.ctimatcpolicyiniriativcorg/grblication/tho-

6? CPI (2021) 'ttrc
landscape-of-cliln
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ifo,lcy Ararrscctor nP6n

. Amourt ofne$t equiFnelt
sold to fsrmcrs 8trd

sgriculfiral coDpaaics

. Nq/FSA

. MOWSI

.NI

Watcr and thc Bluc
Economy

fobaEcc watcr hawcstin8,
storagr sndflood
mitigation

. hlplcrdent fiscal mcasurcs to
rcduc€ acquisition $tallstioB

. cost of cquipmcnt uscd for water

IErvccting, stcragc Bnd ,lood-

mt otr iitrraslrurtu€
. MOWSI
. MOTI

. Institute,isc8l mcssurr.s for
imovations and cquipmoDt tbst
promote ffcimt use of watcl'

. Sales of wata-usr cIEcictrt

cquipEcnt

Promot! wata cfiicicncy

. r4F,

. MOTI

. I$RDI

. Dcvelop fisc8l policics to
cncoulage rcscsrch aIId

irnovations o[ thc utilization of
invasivc spccics (srich Bs

hyscinth sudmathcllge wccd) as

vau, matcrials

. Asomt of grants

conmissioflcd for Elevast
rcscgrch

Eliaination of irvasivc
spccics

. StAte Dcpt for
Fisherics

. KFS

.NT

. Fish stock lGvcls
r Mangrove, tidal marsh aud sea

grass arca and carbon

scqucatratiotr

. Imposa tax mcasules ou largc-
sc8lc f shitrg comp8nics aud

trawlcrs to i!@otc sustainablc

fishing
. IspleElclt appropdstc liscal

policics for the lcstomtio[ of
shEllon, co8$al water
ecosyslals, such as Esngxows,
tidal msrshqe 8Dd sca griss bcds

P!omotc sr8taLlablc
fishi!.g aEd retoration of
coastal ccosystcms

. MEF

. NEMA

. MOWSI

. Numb6 of pdvrtc conpa!.ics
cngaged iu wetlaods
lcstor'atiolr

. Dcvclop lisc8l i[stnrD€nB to
cncouragc p:iv8tc acctG
particip8tioE i! thc lcstontioB of
dc wcthrdg

RcstorstioD of dcgradcd

wetlands

2Ln2-26W. MOII
. rci{RJ

MD

bio.conhol of too9

r Research rcports idcEtifyiug
Elethods ald tccbdqucs for

. Rcscarcb grslts Evailed fu bio'
'colltol d.Eosquitocs

CoEbst itrcrcased

ilcidcncc of Malaris
Ilealtlr 8rd
sanitstiou

u.{l c 
:{llr r.,l11r- r-rl,rl'

Itrtrt'1(tli'r'lilj rit'r\,,l:
\]rlt

r$l -,xia,e.
lt,i1{/r-trJl),,rLhr.i. U.Ult,.l!:'

B][U\'tre) ri.rrll-*\ra\.rrl9$jr,lo! u1ru..tiL6I,
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Poll.y'(FtrdilO' ,lrrn lr6or

Discouragc iEproPa
haldliflg of hmrdous
uastc

. Promote Fop6 mcthods sf \rastc
disposal

. IEposc Uigbcr fil8trcial pcnalties

for impropcr disposal of
hazardous s,astc

. Incaessc in nlsubcr of
ulstitutions adoptiDg propcr
sraslc managcqrcnt

. Itrcrcrsed collcctiotrs pcr
dcf.u.ltcr for iEpropcr
brndlilg of buardous
I[atorials

. NEMA

. MEF

" (EBS

2ln2-26/27 T3D

ProDotc cs65,, cfr cicncY

ir hcalth facilitics

e Tax cxcmption for importatiort oi
eocrgy-cfi cicut mcdical
cquipmcat

. AIloult
cfficicnt

of importrd cllcrgy-
mcdical cquipmoot

. NEMA,

. MOII

" IGB8

21t22_26/2? TBD

. Grsats for rcscarch orgalie
pesticidcs

r Iaccntivcs. for productiot of
organic pcsticidcs

Promotc ust ofpla[t-
bescd pcsticidcs

ocal production of
orEmic pesticidcs rod rcduccd
productioa of inorganic
pcsticidcs

o Growing ao.[u8l proportio! of
Earl(ct sbrrc lsitg or.ga_Eic
pcsticidcs and rcduccd
pr.oportion using ioorgaoic

e Incrcascd I r IGBS
. PBK
. MOALFC

U22-26t27 TBD

. Incrcsscd allocation for
so-wcillancc itriEstucturc
cspacity

support sulvcillErcc of
cliE8Jcrclat€d hcElth

risks

. Studics complded
docum@tiag rcsults of
suvcillstrcc of c[matc{clatcd
hcaltb risks

. Public invcsttrletrts in
survoillancc iEEastlch[c

. MOH
e KEMRI

21/22_26t27 TBD

e Corduct cou y cxtsDsiotr
tlainilg forf8m6rs o[ &ip
irrigation syctcn: aad strafcgies

includiag dcfcit irrigation and

aI mot

Wata-saving irriSalion

systcBs 8lld sEatcgics
Foo4 Agricuttu'c
utd I'tutritior
sccuriy

r Nu.obcr of couuty
8ovcrnmcnts thd adopt the
agricultural bsiniEg und€r
thcir crrcasioa activitics

. MOWSI

202U2023
FY TBD
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l'Ismlry,'t'llcy .Wct/,S}ftnr

TBDFY
202212024

.NT

. MOAIFC
. Nintrb!f, of coEty

govcrEnc[ s tbal adopt thc

aSricultulal taiDirg uldcr
thcir cxtcosion activitics

. Salcs of elecftic tsadors

' hccEtivize thc uss of gre€o

tcchnology iD agrisultEal
produotioD - clcdric trucls,
integradd qop ro@sgrmcnt

tcchuology, orgmic famring

Greea tcchologY itr cIoP

production

TBDFY
202212024

.Nr
o MOAIIFC

. Nulober of fsrmas taincd in
sustairablc sgriculfinc

. Acrcs ofland cmsolidated
undcr coopcrdivcs

. -Ilcentivizc coopastive

dcvclopmcut thd suPports

strstcgies.includiB g land

consolidatioi and occhaoizttion
and, hcace, proloctrs largc+cale
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BAU
BOD

Car DDO
CEEC

CIDPs

Cor
CSA

DP

EFTs

FDI
FLI,CA
GDP

GHG

HAP
HSNP

IFC
IRA
KAIRI\@

KAM
KEBS

KEGIB

KEMRI
KEMA
KES

KESP

KFS

KIPPRA

KIRDI
KIJP
KRA
LPG

LULUCF

ME
MET
MIP-

Business As Usual
Biological Oxygen Demand
Catastrophe Deferred Draw Down Option
Center for Energy Efhciency and Conservation
Lounty Integrated Devclopmcnt plans
Carbon Dioxide
Climate Smart Agriculhrre
Development partrcr
Ecological Fiscal Transfers
Foreign Direct Investment
Financilg Locally{od Climate Adion
Gross Domestic product
Green House Gas
Household Air pollution
Hunger Safety Net program
Intemational Firnnce Corporation
Insurance Regulatory Authoritv
Kenya Agrrculture and Crop Insu
K"";" A":J;;;; ]i"la"#[T'Je 

Manasement hosram

Kenya Bureau of Stantlards
Kenya Green Investment Bank
Kenya Medical Research Institute
Kenya National InnoVation Agenc y
Kenya Shilhngs
Kenya Environrrental Sanitation and Hygiene policy
Kenya Fisherics Sewice
Kenya Institute ofpublic polcy Research and Analysis
Kenya Industrial Research and Developmeot Institute
Kenya Livestock Insuance program

Kenya Revcnue Authority
Liquified Petroleum Gas
iand-use change and forestry
Mnisky of Energy

Kenya Meteorological Departneut
Inceltives Program for the Lnrprovemenl of Municipal
Management

Ministry of Agriculture, Livestock, Fisheries anrl Cooperatives
Mtdstry of Environrnent and Forestry
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MoALFC
MoEF
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MoFI

MoITE
MoT
MoTI
MoWSI
MTPs

MTW
NACOSTI
NAMA
NCCAPs
NDC
NDMA
NEMA
NEMA
NRF
NT
NWHSA
PBK
PET
PIM
R&D
SDG

T2GS
TACs
TSOF
TSS

UNEP

INIDO
USA
USD
VAT
VoCA
wFW
wHO
WWDA

Ministry of Health

Ministry of lndustrialization, Tnde and Enterprise

Ministry of Transpod

Mnistry of Trade and Industry

Ministry of Water, Sarutation and Irrigation

Medium Term Plans

Ministry of Tourism atrd Wildlife

National Commission for Science, Technology and Innovation

National Appropriate Mitigation Action

National Climare Change Actiou Plans

Nationally Determined Contributions
National Drought Maragement Authority
National Environment lvlaDAgement Authority
National Environrrent ldamgement Authority
National Research Fund

National Treasury
National Water Harvesting and Storage Authority
Pyretkum Board ofKenya
polyethylene terephthalate

Public Iayestment Managemcnt.
Research and Development
Sustainablc Dcvelopment Goals
Tree Growiog Guarantee Scheme
Total Allowable Catches
Thiee Stone Open Fire
Total suspendod Solids
Utrited Nations Environment programme

United Natiors Industrial Organization
United States of America
United StatEs Douar
Value Added Tax
Voluntary Couservation Agreements
Working for Water
World Health OrgaDization
Water Works Development Agency
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RESEARCH

SERVtCES

I3,I'II PARLIAMENT.FOURTH SESSION

,I'HE NATIONAL ASSEMBLY

A BRIEF ON SESSIONAL PAPER NO.s OF 2024 ON THE NATIONAL GREEN

FISCAL INCENTIVBS POLICY FRAMEWORK

A. OVI]RVIEW

l!.

Tlrc Gr.ccn Fiscal Incentives Policl. Ijratrervork sccks to steer Kenya's cconomy onto a low-

carbon. clinltte-resilient, 11d cnvironmentally sustairrable development pathway through

targcted fiscal and cconouric mechanisnrs.

'fhe green liscal rclbrnts can help shili consutnption patterns, generate additional revcnue

and drive privatc investltrcnt i6 prrljects and programs that adopt clinlatc-friendly

produclion nrccltartisnrs.

Thc policy sets out hgu,thc grlvernrnent Mitlistries, Departments and Agencies can enhance

tlrc m6bilizatiotr ofcli6rale Finance ltonr all sources: private, public, rnulti-lateral agencies'

bilateral. philanthropic ctc to generatc additional rcvenue streams to finance Kenya's

Nationally Dctermincd Contributions (NDCs) and National Climate Change Action Plans

(NCCAPS).

OI}.IECTIVIiS

The ntain ohjcclivr's ol'the policl' are:

/ Direct Lov!'nlntcnt planning and budgeting toward sustainablc practices.

/ Establish llscal incentives to attracl private inveslments in green technologies.

/ Generale innovativc revenue stleal'lls through grcen finaucing mcchanisms.

2

3

4

C. SITUATIONALANALYSTS

5. Kenya has establishecl a solid foundation lbr low-carbon, climate-resilient growlh through

key legislatiop and policics. l'he Constitution guarantees the right to a clean and healthy

envirottrnent and promotes patticipatory lesource managcment.

(r. The Dnvironnrcntal Managcment and Coordination Act (CAP. 387) supporrs this by allowing

fiscal incentives to ctlcou.age proper cuvironnrental managenrent. The Climate change Act

1
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(CAP.3874) provides a framework for addressing climate change tlrrough low-carbon

development.

7. Additionally, strategies such as the National Clirnatc Change Frzunovork l)olicy (2{)1(r). the

National Policy on Clirrrale Finance (2018). thc' NCC]AP (2018-2022,202.i-2t)27). and thc

Green Economy Stratcgy and Irrplernentaliorr l)lan (201(r-2030) underscorc thc irryoltancc

ol'flscal incentivcs ancl privatc scctor involverlcnt l.o accclcralc lhc lransition lo a glsen

cconomy.

D. SECTOIT-SPECIT'IC ANALYSIS

i) ForrESTS,, WtLt)LrFE AND TOTJR|SM

8. Irorests are vital to Kcnya's cconomv. providing 50.(.XX) clircct and i00.(XX) inrlircct jobs

while regulating 75'% ol'thc cor.rntry's renervablc \\'ultcI rcsourccs. esscntill lirl tgricLrllurc.

clectricity and tourisrn.'l hcy also prevcnt soil erosion- su1.r1.r<llt biodivclsit-r'. antl supplv

I'uclrvood, rvhich mccts 759ir ol'Kenl a's cnergl' ncccls.

9. l)elirrestation & I)cgradation thleats arc tlrir,cn bv agricultural crJxursiorr. rural puvcrtr'.

charcoal production. illcg:rl logging. and sclk forcst govcrnlncc lcsulting irr tlrc lrrss ttl

critical carbon sinks. and w'orscning climate chrngc cffccts.

10. On thc other hand. tourisnr is a highly climate-scnsitivc scctol al'lt'ctcd h1 L-strcn]c

weather, rising sea levcls, and biodiversity loss harnring rvildlife and rcsulting in tourisnr

rcvcnuc loss. Kenya's uniquc ecoslstcnls (coastal rainlbrcsts. llrarinc cc()svsl.cms, Mt.

Kcnya glaciers) attract millions ol'toul'ists.

I l. l'hc tourism sector contributed 8.8Y, to GDI' in 2019. dorvn liorn l4'/o itr 2012 and 2.05

million intcrnational tourists visited Kenya in 2019.

a) InternationalConrparativeCascs

12. Several counlries lrave adoptcd allbrcstation arrcl rclolcstation p:'oglalrls (o corrrbut clinrale

clrange and prornotc snvirounrental sustainability. lithiopia launchcd its National Clecn

I)evelopnrent Prograrn irr 20I 9, achieving ar rcrrrtrrkatrle milestonc b1' planting i50 rnillion

trees in a single day. The program set an ambitious goal ol'planting 20 billion trces by 2024.

with an estirnatcd budge t of'$ I I 7 million.

13. Sirnilarly, South Africa introduced thc Carbon Ol)iet Prograrn in 2020. rvhich :rllows

businesses to finance retbrestation projects as a nleans of offsetting tlrcir carbon tax

2
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obligations. This initiative provides an incentivc lbr cotnpanies to contribute to

environrnental conscrvation while meeting regulatory requirements.

ii) DISASTER RISK MANAGEMENT

14. Kenya f'zrces signilicant disastcr risks. parlicularly fiotn climatc-related hazards such as

drouglrts. lloods" and environmental degradatiorr. Thc increasing frequcncy of droughts

since 201 I has causcd severe cconomic losses, u,ith some events alfecting over l0% ofthe

Gross l)omestic Product (GDP) (e.g., the 2009 drought led to an II l% GI)l'loss)'

15. The govcrnnteut has respotrdecl by inrplementing vatious disastcr risk financing

itrstruntents. such as: the Kcny:r Livcstock Insurancc Program (KLIP) and Kcnya

Agriculturc ancl Crop Insurancc Management Program (KAIRMP) to mitigate

agricultural losscs.

Comparativc I ntcrnational Cascs

16. Ker:ya's tlisaster risk luanagcmcnt approach aligns with global best practices, including:

. Nntional f)isastcr Funds: Mexico's FONDEN fund is a notable example of a

stntctured disastcr rcspottse li'atuclvot k.

. c:rt:rstrophe Bonds (cA'I llon<ls): countries like Mexico and the Philippines have

used CA'l'bonds to secure lunds tbr disaster rcsponse while minirnizing liscal strain.

iii) WATEIT AND THE BLUE ECONOMY

17. Kelya taccs major lvater m:tnagement challenges due to dctcriorating infrastructure,

population growth, climate change, and uneven waler distribution. l{owever, the bluc

cconomy prcsents qpportunities in sustainable tisheries, marine renewable energy' and job

creation. Nopet[elcss, threats likc overfishing and environmental degradation endanger

nraline ecosystenrs, with 3 8% of cotal rccl.s having uusustainable fish stocks.

Comparativc Intcrnltional Cases

I tl. 'l'hc lbllowipg arc solnc of'the cstablished policy inccntives in the water and blue-economy

sector:

progressive Water Pricing (Colombia): A tiercd fee system subsidizes low-income

houscholds rvhilc charging higher ratcs fbr rvealthier. high-use consumers.

Bluc Bonds (Scychclles): In 201 8, Scychelles issued a $15 million blue bond, funding

rnalinc proteclion, tisherics governance! and value-added investments.

J



iv) HEALTH AND SANITATION

19. Kenya's Constitution g,uarantccs hcalth as a lirndamenlal right. but hcalthcarc is nranagcd

at the counly level. Sanitation rcnrains a critical issuc. with only 3l % rural covcragc. urr<l

progress is hindcrcd by institutional li agnrentatior.r and inacicrluatc Iinancir.rg. l'hc

hcalthcarc systcm also has signilicant errvironnrcntal irnpacls, incltuling huzartlous rrlstc

generation, rvater pollution. grecnhouse gas emissions, toxic chcnrical usc. and high

resource consumption.

Comparative lntcrnational Cascs

20. An interestirrg initiatir.c is thc Sanitation lnccntivcs irr l'cru: 'l-hc Municipal lnccntivcs

Program (MIP) rcrvards local governnrcnts lbr mceting sanitatiorr targets. /\t thc entl ol'

the progranr (2015-2019): 15.901 rural rvrtcl and sarritatiorr ()l)cnlt(rls rvcle lcgistcrcd.

Jl.9l7 ncrv \\'atcr s),stcn1s wcre built, l.-itX) rr,rral $aLcr slstcllls lrcrc lehabilitalcd arrd

1.997 chlorination systclns uerc installcd.

v) FOOD, AGlllCULTLlllE, AND NtlTlllTION S[Ctlltll'\'
2l . Kenya slrugglcs wilh lbod insccurity, al'l'ccting 25%o ol' its population tluc to lorv

agricultural productivity. climate change, and post-harvcst losscs. Agricultulc is also thc

country's largest emitter ofgreenhouse gascs. mainlv liom tlairl, Iarnring and ll'r'tilizcr usc.

22. 'l'o address these clrallcnges, Kenya has irnplcnrcntccl various policies. including thc

Agricultural Sector Devclopmcnt Stratcgy (2OO9-2O20) and the Clirnatc Smart

Agriculture Framcwork (2015-2030), alongside lbod security initiatives like irrigation

projects. f'ertilizer subsidies, and livestock insurance. !'iscal incenti'ies. suclr as tax

exemptions and deduclions (c.g VA'l'exemptions lor all unploccssctl agricultural products

and production of agricultural pest-control proclucts and duty cxcnlplion ltrr agricultural

rnachinery), Iurther support agricuhural gtowth and sustainability.

lntcrnational Comparativc Cascs

23. Countries are implemerlting various policy incentivcs lbr sustainable agriculturc. Ilrazil

and the United Kingdom offer direct subsidies, while India's removal of tladc barriers in

a
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2017 boosted organic expor.ts. Mcxico supports green financing, issuing $135 rnillion in

green bonds tbr watcr conservation, energy efficiency, and renewable energy in agriculture.

vi) HUMAN SETTLEMENTS AND INFRASTRUCTURE

24. Kcnya's infrastructure, including transport, water supply, and coastal assets, is at risk due

to climale change. rvith past evetlts like the El Nifro floods and rising sea levels causing

significant dan.rage.

I ntcrnational Comparativc C:rses

25. (ihana ollbrs a 307o rcduction in building permit t-ees for certificd green buildings, while

the IJK Grecn Dcal providcs grants and loans for retrofitting homes to enhance energy

cfficiency.

vii) ELEC'IRICITY

26. Kenya's rcnswable energy scctor is growing, with a goal of achieving 10070 renewable

elcctricity by 2030. Thc country taces challengcs in geothermal development and energy

acccss []ut offels tax incentives and government initiativcs to expand renewable energy.

27. These include VAT and irnporr duly cxemptions for renewable energy equipment (solar),

as well as grcen boud incentives to ltnd cnergy projects.

Internntional Comparative Cases

28. South Africa introclucetl the. fjrst All'icarr carbon tax in 2019 at US$8.35 per tonne of COue,

with annual increases. Chilc, Colombia, and Mcxico have cat bon taxes ranging from

US$4 to US$5 pcr tonlre, covcring 24Vo to 47oA of thcir national emissions'

viii) CLEAN COOKING

29. In Kenya, rua11, houschol<Js still use traditional cooking rnethods, which contribute to high

lrealth risks and elvironrnental dantagc.'l'he governtnent is committed to promoting clean

cooking by 2028. but recent policy changes have increased the costs of biogas solutions.

Fiscal nreasures such as VAT exenrptions on clean cookstoves were introduced in the past

but uclc rcvcrsccl in 2020.

5
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30. Uganda's biogas program has supported the installation of thousands ofbiogas digesters,

while lndia's Ll'G subsidies helped increase gas usage lbr cooking. []ower,ct.. India taced

budget strains, leading to a rcduction in sutrsidies and a voluutary cantpaign lor rvcalthicr

households to give up thcir bencfits.

ix) MANUFACTUIIING

31. Manufacturing corltl'ibutcs signilicantly to Kenya's GI)l' bLrt also to ils (ill(i crnissions.
'l'he govcnrment supports cnergy cl'llcicnc) lluough (lentrc lirr linclgt lil)icicncl' nnd

Conservation (CEllC) ancl oll-crs tiscal incentivcs lix rvastc nranagcnlcnt and lccycling.

although some ofthese incentives, like VA'l'exernptions. havc been rcdLrccd. A 207o export

levy on scrap metal supports local stcel procluction.

I ntcrnational Comparativc Cascs

32. Brlzil incentivizes the usc ol'recyclcd plastic hottlcs tlrrough a 60,X, VA'l -cqui\ alcnt lax

cxenrplion. lcading kl signilicant savirrgs and incrcascd usc ol'rccvclc-d rnalcr-ills. ln South

Africa. busincsscs in cl'hckl'ini can earn cncrgv savings rctrutcs. uilh sorrrc intlrrstrics

saving up to J07o on L.ncrgy costs.

x) TRANSPOIIT

33. 'l'hc transporl seclor is crucial to Kcnva's ccononry but is a signilicant (i.l l(i cmirtcr due to

its reliance on lbssil llels. Fiscal measures like reduccd irnport duties on clcctric vchiclcs

ainr to encourage cleaner trarlsport

lnternational Comparatil'e Cascs

34. South Africa's equal fucl tax rates on diesel and pctrol ainr Io encoulagc cleaner

altematives, while Mauritius promotes fuel-clficient and low-crnission vchiclcs tlrrough

taxes and incentives. leatling to incrcasctl h1'hrid car irrrports and itnpror,ctl llcel lircl

ctficiency.

xi) WASTE MANAGEMENT

35. The waste sector in Kenya is a signilicant source o['CllC emissions and hcalth problcnts

(lue lo poor waste managelrent. The devolution of u,aste nlanagement has lcd to challengcs

in inliastructure and tunding, but policies such as the National Solid Wastc Management

Strategy focus on recycling, conrposting, and waste tninimizaliolt. 'l he nalional ban on

single-use plastic bags has been a notable success in reducing plastic waste.
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Xii) CROSS-CUTTINGISSUES

36. Kenya's banking sector. Foreign Direct lnvestment (FDI), and private sector participation

have becn crucial in financing climate-related projects, primarily in renewable energy.

However, challerrgcs exist in green innovation and diversifying grecn investments

37. 
-fhe governn.rent plans to establish the Kenya Green Investment Bank to overcome these

challengcs. Kenya is also exploring a carbon tax to reduce its projected GHG emissions

by 60% b1'2030. aiming to pl.orrote clean encrgy and encourage private itrvestment.

Intcrnational Experiencc with Carbon Tax

i8. Ovcr 40 countries globally have adopted carbon pricing mechanislns, with European

natious leading the way. south Africa introduced a carbon tax in 2019 at US$8.35 per

tonne of core, with annual increases, rvhile Ethiopia is considering implementing a

siurilar tax to meet its climate goals.

I'. BENI'FITS 1'O KIINYA

39. 'l'he lbllowing are sonre key benefits ol the policy:

l. The policy is an irnportaut pafi of accelerating the implementation of the Constitution

ol'Kerrya. 2010 where a clean ancl hcalthy environment (Articles 42.69 and 70) are

Iundamental lights.

2. The policy will encourage private sector participation in climate-relevant financing

opportunities.

3. The policy will enhance resilience to climatc change and other shocks'

4. The policy is csscntial for Kenya to manage transilion risks. Failure to align with globat

lorv-emissions lrencls may lead to international marginalization, impacting trade capital

llows.

F. FINANCIAL IMPLICATION

Approxinlatcly Kshs.200 million annunlly will bc required over five years to support the

operationalization of the policy so as to meet the stated objectives and its related laws and

regulations.

7



IMPLEMENTATION, GOVERNANCE AND INSTITUTIONAL ARRANGEMENTS

Pol:icv Arca/Sector Policy (trilcrl) Action .,

-ir' ._

Policy ( Fiscll) Activities Key Pcrformarce lDdicator L€ad ActoB (s€c

ttblc legend)

fimc Frrme

Cross-cun ing Green investmenl bank Derign, develop and institute a

green invcstment bank

Dcvelop credit euarantee
instruments and schemes to
enhancc access to finance by
green investments
Develop financing
mechanismYinstrument5 to
suppon access to concessional

credit lines for grecn

investmens
Consult on priority sectors for
green investments

Develop a green registcr and

information system of
prioritized national g.een
investments ponfolio (le-rribilir!
list)

Amount (KES) mobilized

and lent via grecn

investment bank

GHG reductions
attributable to green

investment bank
investme s

Pcrccnlage increase in
green invesl.ments

Number ofresilient
inliastrucrures
Number of beneficiaries

acccssing the investment

Capitalization levels

NationalTreasury
(\T)
Ministr-.r of
Transpon (MOTI)

Ministry of
Environmcnt and

Forestry (tvlOEF)

Carbon tax Design and legislate for carbon

lar in govemmenl budgel

Decide carbon tax rate.
coverage, and horr to allocate
revenues raised and
compeliliveness proYisions
Complete instilutional
architecture for monitoring and

conrpliance

Revenues raised through

carbon tax

GHG rcductions achicved

lhrough carbon tar

NT

MOEF

I
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D

EXECUTIVE SUMMARY

This policy document is organized into five chapters, with the first chapter providing the policy
background. The second chapter oudines the policy goals and guiding principles while chapter
three gives a situational analysis of green fiscal reforms across key sectors in Kenya and
intemationally. Chapter four highlight green fiscal policy interventions for each seclor based on
intemational experience and the current Kenyan context described in the previous chapter. The
fifth chapter corrludes with an overview of the govemance structures to implement the policy.

The Green Fiscal lncentives Policy Framework seeks to steer Kenya's economy onto a desired
low-carbon climate-resilient green development patltway through a variety of fiscal and economic
mechanisms. Green fiscal reforms can help shift consumption pattems, generate additional
revenue, and drive private investrnent in projects and programs that adopt climate-friendly
production mechanisms. The policy sets out how the govemment Ministries, Departments and
Agencies can enhance mobilization of climate finance from all sources: pnvate, public, multi-
lateral and bilateral agerries. philanthropic, etc. to finance Kenya's National Determined
Contributions and County and National Climate Change Action Plans.

The Policy Framework considers green fiscal refomrs as mcchanisms,Jrat have been used by
governments to correct environmental extemalities, support national climate change goals, and

promote clean energy investments. The mechanisms range from tax policies, subsidies and

expenditure programs, and regulatory instruments with fiscal components all of which bave

revenue implicalions. As such: government taxes can be used to stimulate a shift in production,
consumplion and investment in low-carbon climate-resilient and environmentally sustainable
practices; concessional losns, guaratrtees and interest rate subsidies can be effective tools in
overcoming investment barriers and leveraging private sector grcen investsnents; and government
spending can directly targel the delivery ofenvironmental outcomes that the private sector might
otherwise ignore.

Recognizing the threats posed by climate change and other environmental challenges, the world is
now taking more rapid action. Investors are rapidly shifting from dirty to clean assets, and key
technologies needed for environrnental sustainability are experiencing rapid cost reductions.

The world's largest emitter, China, in 2020 pledged to reduce CO2 emissions to net zero by 2060.

Further progress is soon expected from the USA. The United Nations Call for Action on
Adaptation and Resilience spelled an urgent need for enhanced resilience and also recently adopted

a landmark framework that considers the contribution of nature when measuring economic
prospenty and human wellbeing.

In accordance with the updated National Determined Contributions lhat build on national policies,
plans and legal franreworks, it is essential for Kenya to play a full and active part in this global
transition to a low-carbon<[imate resilience development path. A development path characterized



by continued low emissions, enlanced climate resilience and environmental sustainability will
provide Kenya with a wide range of benefits including: stronger growth, greener investnent and

higher innovation; enhanced natural capital; avoidance of transition risks; enhanced resilience to

climate and other shocks; meet intemational obligations, among others.

The goal of this policy is to identifo and prioritize the implementation ofa coherent zuite of green

fiscal actions that will allow Kenya to exploit the oppoftunities of accelerating the transition to a

low-emissions development pathway while enhanci"g climate resilience and ensuring

environmental sustainability. In doing this, the policy will:

i.Direct government planning, budgeting and spending/procurrment toward green production and

consumption.

ii.Provide a framework for fiscal incentives to attract private sector investment into a low-carbon

emission, climate-resilient and environmentally sustainable economy.

iii.Provide a framework for generating additional revenue streams for the govemment.

The policy sets out a series of green fiscal policy actions ofparticular intercst to the govemment

of Kenya. The key sectors identified in the policy have the greatest potential to green Kenya's

economy and are in line with the National Climate Change Action Plan (2018-2022). These sectors

include agriculture, food and nutrition security, water and sanitation, blue economy, disaster risk
financing, health and sanitation, forestry, human seftlernent and infrastructure, energy, transport,
manufacturing and waste management. The policy also identifies some key cross-cutting policy
actions that would have an important impact in support of Kenya's green development agenda.

The National Treasury will lead and facilitate the implementation of this policy, working with
partners to develop required laws and regulations. Capacity development for relevant stakeholders,

including county govemments, will be a critical element of implementation. A continuous program

for monitoring and evaluation will be developed; and the policy shall be reviewed within hve years

to assess its effectiveness and relevance.
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CHAPTER I: INTRODUCTION

1.1 The call for action

Recognizing the threats posed by climate change and other enviro nental clullenges, the world is
now taking more rapid action. Building on the momentum created by the Paris Agreement (PA)

and agreement onthe Global Goals (the Sustainable Development Goals, SDGs), and recognizing

the urgent need to Build Back Better from the coronavirus disease 2019 (COMD-2019) crisis,
countries around the world are committing to combat climate change and environmental risks. In
2020, thc world's largest emitter, China, pledged to reduce CO: emissions to net zero by 2060.

Further progress is soon expected from the US. The urgent need for enharrced resilience is reflected

in the United Nations Call for Action on Adaptation and Resilience. Investors are rapidly shifting
fiom dirty to clean assets, and key technologies needed for environmental sustainability are

experiencing rapid cost reductions. The United Nations recently adopted a landmark fiamework
that considers the contribution of nature when measuring economic prosperity and human

wellbeing.l

In accordance with the updated National Determined Contributions (NDCs) that build on national
policies, plans and legal frameworks, it is essential for Kenya to play a full and active part in this
global transition to a low-carbon and climate-resilient development path. A development path

characterized by continued low emissions, enlarred climale resilience and environmental
sustainability will provide Kenya with a wide range ofbenefits:

Stronger groMh, greener investment and higher innovation. UNEP's 2014 Kenya Green

Economy Assessment Report shows that pursuing a green economy scenario will result in faster

economic growth.2 By 2030, gross domestic product (GDP) could be l2% higher by taking a green

growth pathway compared with continuing a business-as-usual (BAU) scenario. This reflects the
high positive spillovers from climate-related innovation, the savings and yield increases provided

by a focus on resource prodrctivity, and the ever-lowercosts ofmany key low-carbon and climate-
resilient technologies. Kenya has abundant renewable energy resources, a thriving green finance

sector and an enviable reputation as a climate action leader globally. Kenya has the potential to
sequester, reduce, or avoid about 30 metric tons ofcarbon dioxide equivalent per year and mobilize
up to $600 million anmrally from regulatory compliance and voluntary carbon market (VCM)
projects by 2030 using an average price of $20 per ton. Kenya has also emergcd as one of the

largest issuers of carbon credits - 8th largest in the world in 2021. All lhese advantages can be

exploited in a green growth pathway. There are also benefits from low-carbon, climate resilient

I The Systcm of Environmcntal-Economic AccountinS- Ecosysem Accounting (SEEA EA)
2 Ul.tEp (201n), Crcen Economy Assessment Rcport: Kcnya. Available:

r'sdo$ nloads rc,.,ource KcnvitCLasscrsmtnt L Nl:P-odlhttos: u u u orcenorou,th lnowl erh,c- rl s:t u-. rlclirrlt ti I
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growth that enhance human wellbeing but which are not fully reflected in GDP statistics, including
lower air pollution and bener health, reduced congestion, and the opportunity to live in a more
attractive enviroffn€nt.

Enhanced natural capital. An estimated 42% of Kenya's CDP is derived from natural resource

sectors, such as agriculhrre, mining, forestry, fishing and tourism, while 42% of the total
employment comes from small-scale agriculture and pastoralism. A strong focus on preserving

and enhancing the natural capital that these activities depend upon can ensure they provide

sustainable, flourishing livelihoods for both current and future generations. The recent Dasgr:pta

Review provides a salutary reminder that all hunran activity is ultimately reliant on strong and
healthy ecosystems and natural capital.l

Enhanced resilience to climate and other shocks. Al present, Kenya is in the top 20o/o ot
countries that are most vulnerable to climate change. lt poses a major threat to Kenya's socio-
economic wellbeing and the attainment of the Vision 2030 and its Medium-Term Plans, the

NCCAP, the Bottom up Economic Transformation Agenda (BETA) model, among others.a5 A
specific focus is needed to recogniz€, reduce and adapt to these risks. In so doing, the country
designed a comprehensive program referred to as Financing locally-Led Climate Action Program
(FLtoCA) which is aimed at building resilierre to cl.imate rclated risks, vulnerability and shocks.

Other interventions are also being developed to address other shocks (such as infectious diseases

or cybcrsecurity) that threaten Kenya's development.

Reduced transition risks. As noted above, the world is moving toward a low-emissions pathway.

A failure by Kenya to move in line with (and potentially help lead) this transition could instead

result in Kenya being sidelined by intemational partners as rrade and capital flows increasingly
take account of climate considerations. Most carbon-intensive industries and fossil fuel exporters
are alrcady worrying about how to respond to this existential theat. A 20'h-century growth model
will not serve Kenya well in a 2l"r-century world.

Enhanced compliance with international obligations, Under the Paris Agreement (PA),

countries have agreed to limit the increase in the global average temperature to 'well below 2'C
above pre-industrial levels', and to pursue efforts to 'limit the temperature irrcrease to 1.5'C above

I Partha Dasgupta 12021). The Economics of Biodivc$ity: The Dasgupta Review. United Kingdom HM Trea"sury
Availablc:https:/\aw\.ao\.uk[o\emment,ouHicationsIinal-rerxrrt-lhc-ccon<rnics-of-brulirtrdtr-thc-diFituDta-
re\ tc\r
{ Bottom-Up Economic Model aims to boos cconomic growth by prioritizing invcsmefl in lhc grassroots economy.
paniculady in thc agricultural se<lor, and empo$ ering small and medium-sized entcrprises (SMEs) to qeatejobs
and reduce poverty.
5 'Big l.our' reltrs to thc namc givcn to the four pillars of thc eonomy (manufacturing. Iirod s<rurity and nutrition.
universai healthcaE, and housing) thal the President of Kcnya planned to suppo't in ordcr to deliver on promises
mads to citizens during his second term (2017 2022). Subsequently. the four sectffs ucre prioritizcd in Kenya's
Mcdium Tcrm Plan lll.
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pre-industrial levels. Kenya's contribution to this goal is formally reflected in its recently updated

NDC, which enhanced its ambition by setting a goal to reduce its emissions by 32% relative to
BAU by 2030, and included, for the first time, a commitment that some of this action would no

longer be conditiorul on the provision ofsupport by the international community.

Cooking poverty: Cooking poverty is a national development issue that mainly affects the poor
households. Incentives are needed to develop and deliver cooking decency for all. For long-term
sustainability, interventions must be guided by prirriples that put coohng needs and aspirations
ofpoor households at the center and fully integrate the universal access goal into national strategies

and roadmaps underpirned by high-level political support and investments.

There are inherent benefits ofaccess to clean cooking: Improving access to clean cooking can

accnre large socioeconomic and environmental benefits for society. However, progress has been

stymied due to a lack of prioritization at all levels, including donors, national govemments, the
private sector, and households.

1.2 New green fiscal policies to build on a strong phnning foundation

Kenya has made significant progrcss in moving toward a green and blue development pathway as

sustainable natural rcsource utilization including marine and aqtutic resource is embedded in the

Constitution. The Green economy has been mainstreamed in the MTPs and County Integrated

Development Plans (CIDPs). Under the Climate Change Act 2016, the govemment is required to
develop five-year NCCAPs to guide the mainstrcaming ofadaptation and mitigation actions into the

sector functions ofthe national and county govemments. The NCCAP, covering the period 2018 to
2022, identifies a series of actions for govemment and other stakeholders, with a panicular focus

on adaptation. The National Policy on Climate Finance (2018), provided a clear direction on
mechanism for enhanced mobilization of climate finance from all sources: private, public, mu.lti-
lateral Agencies, bilateral. philanthropic, etc. to finance Kenya's updated NDC and NCCAPs. The
policy recommended the development ofgreen fiscal irrcentive policies to catalyze the private sector

to finance transition to a low-carbon and climate-resilient development path.

A range of further specific policies provide for green growth and sustainable natural resource
managernent including the Environmenhl Managcrnent and Coordination Act, 1999 and the
Sustainable Waste Management Policy and Sustainable Waste Managernent Act,7022.

However, the govemmenl has identified that more needs to be done to realize the benefits of
transitiorung to a low-emissions developrnent pathway, while enharrcing climate resilience and
environmental sustatnebiiity. In particular, it recognizes the need for new and additional grcen

fiscal policies - i.e., to use policies relating to the way in which it raises and spends firuncial

3



resources to steer lhe economy onto the desired green pathway. 'I'here are several reasons why
these policies are powerful and important:

Taxes and subsidies can influence the costs, prices and profits in a wide range of markets,
They can be used to stimulate a shifl in production. consumption and investnent in low-carbon,
climate-resilient and environmentally sustainable practices. Such instrunents are often the most

cost-effective way to deliver environmental outcomes and can uncover innovative solutions to

environmental challenges that would otherwise be ignored.

Some fiscal instruments - such as concessional loans, guarantees snd interest rate subsidies

can be effective tools in overcoming investment barriers and leveraging private sector grecn

investments. These instruments have consistently leveraged private capital that rs many nrultiples
of the committed public spending. This lus been achieved across multiple country contexts and

economic sectors.

In other cases, government spending can directly target the delivery of environmental
outcomes that the private sector might otherwise ignore. Some (largely adaptation) solutions -
for example, disast€r risk reduction and management activities, or the restoration ofdegraded lands

- may never altract sufficient private spending. Direct govemment spending nuy be the quickest

and easiest way to achieve the desired outcomes.

The way in which the government raises capital (including through green bonds, etc,) can

signal to stakeholders the importance that the government attaches to delivering particular
outcomes.

Green fiscal reforms have been applied successfully around the world, fronr economy-wide

solutions like carbon ra.res in South Africa and Eeologicol Fiscal Transfers (EFTs) in India and

Brazil, to narrower and more direct measures like govemment invcstment in atTorestation and land

protection seen in Ethiopia and the African Union's Great Green Wall. This experience clearly

demonstrates lhat Green Fiscal Reform in Kenya can enhance private sector financing of climate

actions, spur green imrovation and technology development, improve fiscal consolidation, correct

market failures, and help identifu smartor ways for govemment taxation and spending.

CHAPTER 2: POLICY GOALS AND GUIDING PR]NCIPLES

The goa.l of this policy is to identify and prioritize implementation ofcoherent suite of green
liscal actions that will enable Kenya to exploit the opportunities for accelerating the
transition to a low-emissions dcvelopment pathwsy while enhancing climate resilience and
ensuring environmental sustainability.

The specific objectives of the policy are to

i.Direct govemment planning, budgeting and spending/procurement toward green production and

consunrption



ii.Provide a framework for fiscal incentives to attract private sector investment into a low-carbon
emission, climate-resilient and environmentally sustainable economy

iii.Provide a framework for generating additiorul revenue streams for the govemment.

ln seeking to achieve this goal, there are nine prirrciples that have informed the development ofthe
policy to date and will guide the implementation of the specific actions this policy framework

identifies:

Predictabilityr The policy will provide greater certainty in govemme policy to encourage higher

private sector investrnent in green growth. Sunset clauses for phasing out incentive schemes will
be developed to provide certainty for the investors.

Cost-effectiveness:

The policy will promote fiscal measures that maximize value for money while ensuring sustainable

gmwth.

Polluter-pays: The policy will provide ways of ailocating the costs of pollution prevention and

control to polluters to errcourage ihe rational use ofscarce environmental resourccs by evoking the

Polluter Pays Principle (PPP).

Coherencel The individual actions developed under this policy will be additional. There will be a

focus on both ensuring that all policies are aligned to achieve the same objective, and on avoiding
unnecessary policy duplicalion or overlap.

Consultative: The policy and its individual actions are developed in a consultative manner,

drawing on the ful range of expertise within Kenya and intemationally, allowing those who will
be both positively and negatively affected by potential changes to express their perspective and to

have an opportunity to suggest improvements.

Inclusiveness: The policy and its actions will promote the participation ofprivate investors and

communities, including small-, medirmr- and large-scale enlerprises. This will, in tum, support the

government's employment and wealth-creation initiatives. This is consistenr with the BETA which
lays emphasis on leaving no one behind.

Transparency and accountability: Spending on green fiscal policies and any revenues raised

will be managed in line with the provisions ofthe Constitution of Kenya and the Public Finance

Management (PFM) Act (2012) on sound public expenditures management.

Equlty: The policy and its individtral actions will promote reallocation and redistribution of
resources while aking cognizance of the needs of the most wlnerable sectors and members of
society.

5



Susteinebility: The Pohcy wrll provide opportunily to mcct cconomic, cmronmental and socnl
needs of the prescnt wlthout compromisrng the ability of futwc gcnerauons to meet th.ir own
needs.
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CiiAP'iER 3: SITUATIONAL ANALYSIS

Kenya has already crcated a strong foundation for low-carbon, climate-resilient growth through a

range of fundamental documentsand legislation. This starts with the country's Constitution which,

under Article 42, guarantees every Kenyan the right to a clean and healthy environment and

encourages participatory resource management and equitable benefits. This is reinforced by the

Environmental Management and Coordination Act, 1999, which includes a provision (under

Section 57) for fiscal incentives, disincenlives or fees to induce or promote the proper marugement

of the environment and natural resources or the prevention or abatement of environmental

degradation. Similarly, the Climate Change Act,2016 provides a regulatory framework for an

enhanced rcsponse to climate change, allowing for mechanisms and measures to achieve [ow-
carbon climate development, and for connected purposes. A range of strategies, policies, and

action plans are detailed in subsequent govemment documents including the National Climate

Change Framework Policy (2016), the National Policy on Climate Finance (2018), the NCCAP
(2018-2022), and the Creen Economy Strategy and Implementation Plan (2016-2030). They
highlight the need for a fiscal incentives policy to accelerate transition to a green and circular
economy through increased financing from altemative sources such as the private sector.

A critical document reflecting Kenya's domestic ambition in the intemational arena is its updated

NDC. This was submitted in 2020 to the United Nations Framework Convention on Climate

Change (UNFCCC), and specifies both mitigation and adaptation actions. It confirms Kenya's

ambition to transition to a low-carbon society and reduce its greenhouse gas (GHG) emissions far
beyond 32o/o by 2030 (with milestone targets at 2025) relative to the BAU scenario of 143 Million
Tons of Carbon Dioxide Equivalent (MICO2eq) outlined in the updated NDC. Emission reductions

are to be undertaken based on equity and in the context ofsustainable development and efforts to

eradicate poverty, which are critical development priorities for many developing countries
including Kenya.

There have been a range of important fiscal developments and initiatives across many of Kenya's

key economic sectors, which arc detailed below. ln each section, there is a briefdiscussion ofthe
key challenges and oppornrnities that Kenya faces in that sector, a surnrnary of the current fiscal
policies that are errcouraging green economic growth, as well as a sununary of relevant
intemational experience. A scparate anrcx provides more deAil on the intemational experience.

The I I sectors considered in this section are:

Disaster risk management

Water and the blue economy

Health and sanitation

Food, agriculture and nutrition security

Forests, wildlife and tourism

a

I
a

a

a
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a

a

a

a

a

a

Human settlements and infrastructure
Electricity
Clean cooking

Manufacturing
Transport

Waste rnanagement

3.1 Disaster risk management

Situational context
Disasters signilicantly impact lives, livelihoods and economies across the globe and impede
progress toward sustainable development. Disaster risk associated with natural hazards, including
€xtreme climate events continue to attain elevated levels often leading to, for example, to a loss of
life and property from floods and landslides, the destnrtion of infrastructue by floods, and a loss
of life and livelihoods because ofdrought.

Kenya is particularly vulnerable to diverse disasters, some of these have had a significant negative
impact on GDP as outlined in Table I with the trend for droughts showing increasing frequency
since 201 l. Widespread environmental degradation together with the emergence ofnew pests and
diseases as well as the resurgence of others all contribute to further expansion of the disaster risk
dimensions. All these push factors represent likely consequences of climate change.

Table l: Damages and losses from selected climate-related shocks as recorded by different
soufces

Source: Government of Kenya, 2012

Yeer Event Damrges end loccce US$ billion Annud GDP (%)

1997-1998 El Nifio floods 0.8-1.2 2.H.4
1999-2002 Drought 2.5 4.8

2005-2006 Drought 0.45 1.0

2008 Drought t.4 3.9
2009 Drought 4.t I l.l
20t0 Drought 2.8 7.0

201I Drought 3.1 8.8
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Cunent .fiscal and other policies
The govemment has made significant strides in strengthening disaster risk management systems

in the country. The Disaster Risk Financing Strategy outlines the various disastcr risk financing
instruments that are available for responding to the vagaries of drought, floods and other disasters.

These disaster risk finarrcing instruments include the Kenya Livestock Insurance Program (KLIP),

Kenya Agriculture and Crop lnsurance Management Program (KAIRMP), Hunger Safety Net

Program (HSNP), Contingencies Fund, County-lrvel Emergency Funds, and the Development

Policy Credit with a Catastrophe Deferred Draw Down Option (Cat DDO).

The govemment has also made sigrrificant investrnents in the development ofdrought+olerant crop
varieties and livestock breeds. Some public investments have been targeted at building flood
control infrastructure such as lhat constructed in Budalangi, water storage and barvesting

infuastructure ofvaried scales, such as Thwake Dam, to improve access to water for domestic and

livelihood uses.

Inlemational expeience
Kenya's experience largely matches the intemational experience, which has emphasized the role

of national disaster funds, and developing plans for using those rcsources, with roles and

responsibilities between different actors clearly stated and understood. Mexico's disaster fund,

FONDEN, is often stated as a good practice example.6

Other approaches suggested by intemational experience include

Purchase of insurance. Insurance products are increasingly available to preserve ecosystems in
the event of narural disasters. For example, in 2019, the state govemnent of Quintana Roo,

Mexico, developed and financed a parametric insurance product to help maintain coral reefs and

beaches along 160 krn of its coastline. The state is currently developing a mechanism to extend

the coverage to include mangrove protection as well.

Catastrophe bonds (CAT bonds). This security raises capital for a government in the same way
as a normal govemment bond, but if an event protected by the bond occurs, the obligation to pay

interest and repay lhe prirrcipal is either deferred or completely forgiven. ln this way, the
govemment pays intercst on the principal in exchange for the possibility of claiming a payout from
the bond in the case ofa disaster. Mexico was the first country to issue CAT bonds and it has since

become commonplace among countries wlnerable to natural disasters. Most recently, the

6 Clarke,Danicl.,onaiha[ Dcrcon,stsfan (2016) Dull disastss? How planning ahead will makc a differcnce
(English). Washingon, D.C, World Bank Croup.
hllp:r /doct[nenLs. worldbank.orscurded/er/96282 l46ltll l6l I 7709,'Dull-d srssr$ How-r,lannin!-ahcad-\uill-makc-a,
dil-t_('cncc
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Philippines issued a CAT bond with US$150 million in tropical cyclone disaster insurarpe
protection.T

Environmental Deposit Bond
An environmental deposit bond (EDB) is a frnancial instrument issued by a company or
organization to ensure that they have the frnancial resources to carry out environmental
remediation or rehabilitation activities in the future. EDBs serve as a guarantee that the
company will be financially responsible for its environmental impacts and have the

resources to address them in case of default or insolvency. EDBs have been implemented
in several countries, including Australia, the United States, Canada, and South Africa,
where they are required for indus$ies such as mining and hazardous waste management.8

3.2 Water and tbe blue economy

Situational context
Kenya faces serious challenges regarding its current and futurE water resources and water service
provision. According to the Kenya Water Services Strategy, these challenges include deterioration
of existing facilities such as harvesting and storage facilities, and increased service demand due to
population growth, panicularly in many rura I areas and the very rapidly growing settlements of
the urban poor. Further to this, th€ National Water Master Plan 2030 points out that climate change
will continue to affect water resources, including disruptions in rainfall pattems leading to frequent
flooding and droughts in the country. Additionally, wat€r resources are distributed unevenly in the

country in terms of timing and geography thercfore, usable waler resources are considered limited
and lower than the total amount ofavailable water resources in Kenya.

Nevertheless, the blue economy offers huge potential. New sustainable ocean industries, such as

sustainable fisheries, aquaculture and marine renewable energy, present opportunities to generate

new sources of employment and growth, diversifo the economy, build climate resilience, reduce

dependency on fossil energy, and enlunce food security.

However, the blue economy will need to be sustainably managed. Population growth and the

resultant dcrnand for seafood has led to uncontrolled and unsustainable fishing. A recent study
found that 38% ofthe coral reefs surveyed in the region lud fish stocks below sustainable levels.e

Cunent .fiscal and other policies

7 Evans, S, Philippines Cov rcquess cal bond loss calculation fc typhoon Goni. 6 Novembcr 2020, Available
htln\:i $'lru nrt6nis trn ne*! nhi li nrrinei-ao! -rcouess-ca-bond-lo.rs-calc ulalron-f(x-lvDho<rn-loni
8 https://www.ncma.go.ke/images/DocVRegulations/EMC:/o20(Deposit%20Bonds)To20Rcgulations%202014-l.pdf
9 McClanahan, T. R. (2019). Coral recffish communitics, diversity, and their fisheries and biodivcrsily stalus in Eat
Africa. l\4afine Ecology Progrei\ Series,632, 175-191. doi:10.3354/mepsl3l53
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Fiscal considerations are crucial for protecting sensitive ecosystems and biodiversity hotspots in
Kenya. The allocation of financial rcsources towards conservation efforts can provide the

necessary support for research, monitoring, and implementation of conservation strategies. In

addition, inancial incentives can encourage local communities to engage in conservation

activities, reducing the pressure on ecosystems and biodiversity hotspots.

Kenya has already taken some action to address water resource and quality issues. For example,

the 2006 Environmental Management and Coordination (Water Quality) regulations prohibit

discharge of effluent into the environment that is in breach of the established standards. The

National Environment Management Authority (NEMA) regutates discharge of all effluent into the

environment and issues effluent discharge licenses for a fee.

Similarly, the Fisheries Act (2016) requires registration and licensing for both local and foreign
vessels for fishing in the Kenya fishery waters for a fee. It also imposes fines and pemlties for
fishing without a license or in contravention of conditions imposed by a license under the Act.
This aims to ensure sustainable fishing practices to preserve the blue economy €cosystem,

although, as noted above, challenges rernain.

Inte rnalional experience

The international experience provides insights into potential fiscal policy options across a range

of dimensions in the water and blue economy sector.

To promote efficient portable water provision, some countries have adopted a type of feebate

system where richer, higher-use households arc charged a higher rate to offset subsidies for poorer,

subsistence-use households. This is the case in Colombia where, for example, the price ofwater
depends on how the neighborhood ranks on a national six tier socioeconomic system. Households

on the lowest tier receive a 70% subsidy, whereas those in the top tier pay a 1650/o surcharge.l0

A range ofcountries use fees and taxes to protect their freshwater supplies fiom pollution by taxing
industrial water pollutants. The Colombian government, for example, charges all polluters a fee

per unit of biological oxygen demand (BOD) and total suspended solids (TSS), with regional
enforcement agerrcies entitled to retain any pollution fee revenues. According to Colombia's
environment ministry, nationwide BOD discharges from point sources covered fell by 27%, and

TSS discharges fell by 45% in the first six years ofthe program.rr

l0 hlUrr:, 
' 
wwlr .acucrlucto ctnr.co, (in Spanish)

ll Olmstead, S and Zhcng, J Policy lnstrumcnts for Water Pollution Control in Developing Countrics, December
2019. Review of Environmental Econornics and Policy. Available:
hlttli: 'srtcs.r.rrcxas.cdu ol msread'filcs l0lq' I I Olmrtcad i,iene l0l9lll7.rrdf
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Payments for hydrological service schemes encourage the private s@tor to take account ofthe fi.rll,

societal value of water resources. For example, the Payments for Hydrological Services Program
(PESH), introduced by Mexico in 2003, aimed to conserye forests to improve water quality and
quantity for downstream communities, as well as maintain rural incomes and reduce poverty.
Between 2003 and 2009, approximately 2.27 million hectares of land, around t.60lo of Mexico's
forests, were included in the program. Analysis of PESH's impacts found that it increased land
cover management activities by around 5002 and community social capital by 8-9% (Alix-Carcia
et al.,2018).rl

For fisheries, quota systen'ls have been used to build sustainable stocks. In Namibia, the
government has been setting total allowable catches (IACs) since 1992. The ralue of the fish
industry has been steadily increasing year-on-year - from US$331 million in 2006 to US$595
million in 2012 (13% compound annual growth rate).rr

lceland takes this approach one stage firrther by allowing quotas to be traded between fishermen.
This mechanism has the dual benefit of securing the future of the industry by making it more
etlicient and profitable and, from a just transition perspective, providing compensation through
quota sales for those who exit. The system was successful, with the annual quota rental values in
the Icelandic fisheries increasing almost twenly-fold between 1984 and 1999. Wh.ile both the
lcelandic and Namibian quota systems are budget-rrutral, the auctioning of allowarres could
provide a source ofgovemment revenue.

Some countries have raised capital explicitly to suppon the blue economy. For example, the
Seychelles' 201 8 blue bond issuance was a world first for a sovereign govemment and rais€d the
island nation US$15 million to advance its blue economy.la Proceeds went toward supporting
marine protection areas, enhanced govemance offisheries, and investments that facilitated value-
added in dorvnstream ir:dustries.

3.3 Health and sanitation

3.3.1 Health

Health status is a critical dimension ofhuman well-being. It is especially critical for children as

childhood health determines not jusr educational auainmed, but also adulthood health and

rrAlix-Garcia, J.L. Sims, K., Orozco-Olvc!a, V.H. Cogics, L., Jorge DF.M., Monroy, S.R, (2016) Paym{rlrs for 6vironme al
scrviccs slrpporred social capital whilc incrcasing laldmanstEn€ , Procccdings offie Nrimal Acaddny ofSciolccs. I l5 (27)
7016-7021; DOI: 10.lo7l/fnas. | 7201t73I I5
rr Chiripdhura, Blessing 8ld Tcw.ld.rncdhin, Mogos. 2016. An Analysis ofthc FidrinS lndu$ry in Narnibia: The $rucruG
Pcrfonnance, ChallcnScr dld Prospcqs lor Crowth z[rd Divcrsificdion. ACRODEP Workin8 Plpcr002l. WashinEon, D.C:
lnlcmdional Food Policy Research lnrtur. (lFPRl). 1 o7q
r' World Economic Forum, Bbc boods: whd thcy arc, &ld how thcy cdr hclp the occans. 6e Junc 2019. Availablc:

s-dat'bluc'bcnds'ca'helacuarantce-thc-oce:ns-u eahhhllosrl'\^ $ $ -\refonrm.ors aeenda,:ll I 9,(xr sorld-trert
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productivity.r5 Access to health is a basic social economic right of every Kenyan. Article 43 ( I )(a)
of the Constitution states that " Every person lus the right to the highest attainable standard of
health, which includes the right to health care services, including reproductive health

care". However, health is also a devolved function where provision of the services is the

responsibility of the counties.

The World Health Organization (WHO, 2016)16 shows that health systenl activities exert

significant impacts and pressures on the environment by generating hazardous and conventional
wastewater and greenhouse gas emissions and through their high consumption of resources such

as water and energy. Some of the key impacts are:

Health care waste: Tlre health care system is one of the l gltst-wasle-generating sectors. It is

estimated that between 75% and 9070 ofwaste produced from the health care system is conrparable

to domestic waste in tenns of its composition and environnrental implications. Incrcased use of
disposable instruments and prepacked materials has led to increased wasle generation.

Clinical waste generatidr is also increasing among private households. kndlill is the least

expensive means of disposal but poses high envinrrunental and health risks. Incineration is a
cheaper altemalive of health care waste disposal but resulting ash has been lbund to contain high
levels of healy nretals.

Wastewater: Water pollution can directly emanate from the health care facilities, the activities of
patients, the healthcare supply-chain and frorn inadequate health care waste disposal. Ifrequent
pollutants include pharmaceutical products, microorganisms, heavy metals, cleaning products and

chemicals such as organic halogens or free chlonne.

Creenhouse gas emissions: Greenhouse gases arise front ernbedded emissions in procured goods,

direct energy use in healthcare facilities and patient and staff tmvel.

Toxic chemicals: The healthcare industry is a major consumer of chemicals, some of which can
have serious health and environmental impacts including mercury, polyvinyl clrloride,
flame rctardants, phthalates, and volatile organic chemicals.

Resource consumption - water and energy: Even though direct water use by health systems is
minimal compared to other sectors, indirect (embedded water consumption) is significant. For
example, disposable cotton is derived from cotton crop which is highly water intensive.

Cunent fi.scal policies

r! KIPPRA (2020). Crearing ar EnsblinB Frvironmcir for lnclusivc Crouh In Kcnya" K6lya Econsnic Repor
hllosrrtrpora.or.kc/$ o-c(lltqlt,!oloads/:lll I {l:./Kqlva-[.ccogltrc-Rcmn -:0:0. odf
r6 WHO (2016). Towards Envirmmdllally Sulainable H€ahh Sysrcrns in Europc. s Rcview ofrhc Evid.rce.

.1V ll()- EURo-lo I 7-ll{l{ 1997,i7725-.noodf'sclrrocc Ihrn\:".ms ut. l'!l/rnr/h {r.i ,ts.ll..r IlLtar5.lttl'177
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'l'herc art no known fiscal inccntive Ineasures in Kenya meant to grcell the hcallhcarc syslern
Nonetheless, they carr bc indircutly linked to sanitirtion (Strtion -1.3.2).

3,3.2. Sanitation

Siluational context
Sanitation is a necessity that contributes to better hunan health, dignity, and quality of life. The

economic and social benefits ofsanitation interventions create more time lor productive pursuits,
higher productivity, better performance at school and work, lower medical costs. Closer access

leads to a better living environment, dignity, safety, convenience, comfort, and status. However,
in Kenya basic sanitation scrvices are not accessible to most ofthe population. The result is that

the poor are deprived of decent and dignilied lifestyles leading to deterioration of health,
wetlbeing, and the human environment.

Kenya, under Sustainable Development Goal 6, has committed itselfto achieve by 2030 universal
and equitable access to safe and affordable water for all; access to adequate and equitabl€ sanitation
and hygiene for all and an end to open defecation, paying special attenlion to the needs ofwomen
and girls and those in rulnerable situations. Progress on drinking water, sanitation and hygiene is
also critical for the achievenrent of other targets, including reducing poverty and achieving
universal access to basic services; ending all forms of malnutrition; ending prcventable deaths of
newborn and children under 5 years ofage, combating neglected tropical diseases and waterbome
diseases, and achieving universal health coverage; providing safe and inclusive leaming
environment.

Kenya has a vision of achieving 1000/o access to basic sanitation services by 2030. This is

particularly ambilious for nrral areas where the coverage 1o basic level services stands al3lo/o.t1
Progress requires participation from the communities to ensure open det'ecation is eliminated.
Additionally, access to sanitation services is significantly lower in poorer communities and among
vulnerable groups.

The Constitution of Kenya (2010) under Article 42 gives every person a right to a clean and

healthy environment, which includes sanitation. The Constitution also devolved sanitation services

to County Governments and subsequently the Govenunent has enacted, the Water Act (2016),
bringing the water and sanitation sector in line with the constitution. The Kenya Environmental
Sanitation and l{ygiene Policy (KESHP) 2016-2030 provides broad guidelines to both state and

non-state actors at all levels to work towards universal access to improved sanitation leading to

improved quality of life for the people. Primarily, the KESH policy aims to increase the proportion
of the population with acccss to improved sanitation to 100 percent by 2030 and ensure a clean

and healthy environment for all in Kenya. To manage hazardous waste in the Health Sector

r1 Covcmmsrl ofKcnya {2016} K(rlya Fnvironmqrral Sarirsrion md HySicnc Policy 2016 - 2030. Minitry ofHcalh
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KESHP seeks to ensure that all health facilities have reliable water supplies and envirorunental

sanitation and hygiene hcilitiesl ensure that all health staff are trained on medical waste

managemenl; and ensure there is adequate budgetary allocation for management of medical waste

among others.

According to KESP (2016 - 2030), one ofthe reasons why sanitation remains a low investment
priority is institutional fragmentation, with different elements ofthe sanitation supply cluin being

the responsibility ofdifferent playen. This Ilagmentation has led to lack ofproper coordination of
sanitation services and hindered a holistic approach to sanitation financing. The development ofa
sanitation and hygiene investment plan has been a pending priority within Kenya's Country
Priority Action Plan on Sanitation, but progress is constrained by a lack ofspecific capacity in the

sector. Thus, despite financial support and donor interest for sanitation in Kenya, sustainable

financing rcmains a key bottleneck to accelerated progress.

Cwrent fiscal and other policies
The Ministry of Water & Sanitation and lrrigation is currcntly focusing on resource mobilization,
innovative financing mechanisms and investment planning to achieve universal access by 2030.

Some of the initiatives in place towards this mission include pro-poor initiatives by the ministry
aimed at ensuring the progressive realization of the hurnan right to safe drinking water and

sanitation for all, in a non-discrimirutory manner. Other initiatives by both national and county
govemments that will enhance access to safe drinking water include: (i) Allocation of more
resources by both National and County governrnents to expand water infrastructure; (ii)
Community sensitization programs on water treatrnenq and (iii) Investing in water harvesting

technologies (KEPI 2020).

Inlernational expeience
Improving sanitation can be particularly reliant on govemment spending but there are examples of
very strong progress being made when fiscal policy is used to align incentives. Peru's Incentives

Program for the lmprovement of Municipal Management (MIP) provides an example. MIP makes

direct transfers to local govemments, on condition of the achievement of set ecological goals,

which are monitored twice a year. Between 2015 and 2019, 15,901 rural water and sanitation

operators were registered, 31,917 water systems were built, 2,500 rural water systems were
rehabilitated, and 1,997 chlorinated systems were installed.
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3.4 Agriculture, food and nutrition s€curity

Situational contexl

Approximately 25% of Kenya's population is food-insecure.ls This is due to low and falling
productivity ofagricultural land, reliance on rain-fed agriculture, low levels ofmechanization and

high post-harvest losses including pets and diseases. The prevalence of climate change impacts
such as droughts and floods have compounded the food insecurity problem and such events are
projected to intensi$ in the coming years. Subsequently, the numb€r of people who will be
rendered food-insecure is bound to incrcasc (National Food and Nutrition Security Policy
Implementation Framework, 20 I 7). I e

At the same time, the agriculture sector is the leading source of emissions in the country,
accounting for 407o of the national total of 93.7 MtCO:e in 2015.20 Much of this is driven by dairy
cattle: Kenya has an estimated 4.3 million dairy cattle producing 3.4 billion litres ofmilk per year.

The dairy cattle sector is responsible forabout 12.3 MtCO2eq. In addition, the use ofsynthetic and

organic fertilizers adds nitrogen to soils, increasing natural emissions of nitrous oxide. Other
agricultural soil rnanagement practices such as irrigation, tillage, fallowing ofland, also affect the
flow ofgases to and from the soil, since soils are both a source and a sink for GHGs.

The Kenya Agriculrural Sector Extension Policy (2022) points out several challenges in the

delivery of extension services. These include: Institutional weaknesses in capacity building,
technology development and dissemination; Weaknesses in research--extension-+lientele
linkages, packaging and disseminating technologies; Harmonizing extension approaches and
methods; Commercializing and privatizing public extension services withoul compromising
public interest; Managing pluralistic ext,ension service for effective service delivery;
Developing private sector operated extension services to complement public extension services;
Creating functioning institutional frameworks to coordinate and provide linkages among
stakeholders and mainstreaming cross-cutting issues in extension messages. Estirnates as of
2014 indicate that the ratio of agricultural extension officers to farm household was [:1093
against l:400 recommended by FAO2|. This makes it difficult for extension officers to reach
farmers.

r3 Food and Agnorltural Or8anizaion ( FAO), Unircd Ndions Econooic Cdnmission for Afnca (ECA) d|d Afn.& Unaql
Commistioi (AUC) (2020). Africa Rcgimsl Ovcrvicw of Food S.cunry sld Nurnrisr 20lq ISBN 978-92-5-l12051-E, Food
and Agricu ltural Organ izaion (FAO).
re Minisrry of Agranlture, Livcsrock and Fi$eries (2017). Narional Food dld Nutririofl Sc€1lriry Policy tmplcm€frtation
F.amework. http://extwprleSsl.fao.orS/docs/pd?keo I 7076 Lpdf
ru Covcmmrnl ofKcnya (2015), Kanya Sccond Naiooal Cornmunicarion lo the Llnitad Ndions Frarnework Conv('ltion on
CIimdc Ch8ng.. NlIiooal EnvirDnmqlr tv'laisgern(il Aurhority (NEMA)
rr Odoogo, D. (2014). Agriorhural lnform8tioi Access arnont Smallholdci Ctrnpo.rdivc Asscssn.it ofRrr8l 8ld Prn-Urbal
Setlings in K6ya-
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Current Jiscal and other policies
The govemment's 2009-2020 Agricultural Sector Development Strategy has multiple objectives.
These include establishing a central authorily for recording animals and regulating breeding
programs, enhancing animal feeding and nutrition practices, strBngthening livestock exlension

services, and improving livestock disease and pest control. The Climate Smart Agricultur€ (CSA)

Framework Program 2015-2030 targets a reduction in agricultural GHG emissions by increasing
livestock productivity alongside the adoption ofimproved adaptive technologies which minimize
carbon emissions and enharre soil carbon sequestration. lt also aims to develop a national carbon

accounting and measurement, reporting and verification system, and promote efficiency in dairy
and livestock manurc management and in paddy rice management, for example.

Furthermore, iooci and nutritiorul security is one of the key pillan ofthe BETA. Consequently,

several projects are under implementation including the construction of several dams for water

conservation, flood prevention and to support irrigatioq the Galana Kulalu food security model
farmi a fertilizer subsidy program to lower the cosl of farming; and, as noted above, the

introduction of Kenya Livestock Insurance Program (KLIP).

In terms of legislation, the Value Added Tax (VAT) Act of 201 3 and the Income Tax Act (CAP
470) lay the groundwork for policy in this area. The VAT Act provides value added tax (VAT)
exemptions for all unprocessed agricultural products and agricultural pest-control products (and

inputs for their production), as well as a duty exemption for agricultural machinery (and inputs for
their production), fertilizer, storage facilities and seeds. In combination, these exemptions vastly
reduce the costs of agriculture and contribute to incentivizing increased production and enhanced

food security. The Income Tax Act's provision for a 50% capital deduction for investment in farm
works will have a similar effect-

However, not all incentives and programs arc climate-smart or geared toward promotion ofa green

sustainable economy. Some pesticides can contaminate soil, water and other vegetation Similarly,
the use of chemical fertilizers can have negative effects on the environment, for instance the
emission of methane, nitrous oxide and ammonia into the atmosphere. This policy takes into
cognizance these challenges and attempts to balance the interventions towards achieving NDC
targets while addressing food security.

I nlc rnat i ona I expe rienc e

Internationally, there are many examples of fiscal policies that provide subsidies to frrmers to

engage in more sustainable practices, with the funding for these subsidies met through a re-
allocation of existing agricultural subsidies. Examples include Brazil and the UK, whose

experierrce points lo the importance of robust monitoring to ensure impa.r. Direct subsidies and

tax exemptions have also been shown to be important levers in encouragrng sustainable farming.
For example, in India, following the removal of these trade barriers at the beginmng of 201 7, the
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value oforganic agricultural exports grew by TOYo and 4lo/o in 2017 and 2018, respectively, after
four years of stagnation.2:

There are also examples ofcommand-and-control expansionary green fiscal policies in this sector.

South At'rica launched tlrc lYorking for Water (WlW program which resulted in over 350,000

hectares of newly cleared farmland, improved water quality and security, the development of
secondary industries based on cleared land, and the ernployment of24,000 previously unemployed
people from marginaltzed groups.

In terms ofnutrition, intemational experience illustntes the role oflruit and vegetable subsidies
or tLy reductions. For example, Fiji and Tonga have removed import tariffs on fruit and
vegetables, while the UK and US have provided targeted subsidies for wlnerable groups.2l

However, there are no current examples of such consumption subsidies being tied to the
sustainability of the associated production practices.

Finally, international experience also points to the opportunities for raising capital by govemments
to suppon green activity in this sector. For example, in 2018, the Mexican Trust Fund for
Agricultural Development launched a green bond worth roughly USS135 million ro support
v€ntures in four categories: protected agriculture, efficient use of water, energy efficiency, and

renewable energy.2a The funds from this bond have allowed sustainable farmers to scale up their
production while propagating practices like reforestation, water capture, soil retention and the
installation ofsolar panels and pumps.

3.5 Forestry, wildlife and tourism

Silualional context
Kenya has a total of 5,226,191.79 ha (52,261 km:) of forest cover which translates to 8.8370 ofthe
total area and has tree cover of 12.3% (KFS, 2020). According to Kenya National Bureau of
Statistics (KNBS) economic survey of20l9, forestry and logging contributes 1.370 to the Gross

Domestic Product (GDP) of the counu-y. The value of the economic output of the forest sector is

currently estimated at K-ES 78.5 billion (USD 785,440,000), (Cheboiwo et al., 2018). The
sawmilling sector is the largest primary wood processing undertaking in the counry. According
to Timber Manuhcturers Association (TMA) their investrnent in the sector is large with assets

valued al KES 550 billion. The fumiture industry in Kenya is an important source of livelihood,
as it employs over 160,000 people and produces approximately 452 USD million worth of fumiture
per year and exports 22 USD million worth of furniture (World Bank,20l5).

:r FiBL Sralisics (2020I Available ts fibl.orcI Tho\e. A. M., Do\rns. S. M., Mayes, C.. Trcvdla, H.. Waqanivalu. T., & Cawley, J, (2018) Fiscal policy lo improvc dicrs &xd
prevcnl noncommunicablc discasas: liorn racommallddrms !o action. Brlldin offi. World Haalth Organizaion, 96(l), 201-
2 I u. htlps://doi.org/10.2471 /BLT. I 7. 195982
rr ln{cr-Amcrican Devclogncnt Bank. Availablc: httrrsrir\ \r'w.radb orl <rr, mnm!rn{hr eifmanc ral-mnor - ron 'rc\ r! cd-ooc'
IXX!r($ - arras.an c\ rc o

18



Montane forests regulate more than '7 5o/o of lhe country's rcnewable water r€sources. which is
critical for the sustainable development of many sectors such as agriculture, forestry, fisheries,

electricity, water, hotels and other tourist hcilities, public administration, and defence. They also

prevent soil erosion and provide habitats for many plant and animal species. In addition. montane

forests supply fuelwood that meets over 750lo of Kenya's overall energy requirements.

Kenya's updated NDC identified the forest sector as having a mitigation potential of40.2 million
tons of CO2 by 2030 of which 20.8 million tons CO2 is committed in the NDC. The UNFCCC

framework for Reducing Emissions from Deforestation and Forest Degradation (REDD+)
appreciates the role ofconservation, sustainable management offorests and enlancement offorest
carbon stocks. In the Kenya the REDDF Strategic Options; Improving the productivity ofpublic
plantations through PPPs, scaling commercial forestry investsnent on private lands, enhance

efficiency, effectiveness and skills across the value chain and mobilise private seclor finance.

Commercial Forestry mitigation actions irrlude +80,00Oha agroforcstry +150,000ha commercial
plantations and replanting 3 l,000ha of unstocked public plantations.

Kenya has embarked on an ambitious national and forest and landscape strategy aiming to tnple
its forest cover by planting l5 billion trees by the year 2032 which entails improvrng production

of l5 Billion high quality seedlings; and restoration of 10.6 million ha of degraded landscapes;

and enhance protection of the 5.2 nillion ha of available forests. Improve productivity and

management of public forest plantations by restocking ofplanting backlogs; Maintain 5,240 Km
fire breaks and 8,236 Km of forest roads. The proposed int€rvention areas include restocking

54,000 hectares of the plantation area using 86.4 million seedlings through various strategies

including Public-Private partnerships (PPPs), establishment of commercial private forest
plantations (450,000 hectares using 450 million seedlings), growing of fruit trees and woodlots in
schools, colleges universities and otlrer institutions (40,000 hectares using 40 million seedlings),

promote bamboo growing, implement mangrove management plan and growing of agroforestry

trees on farmlands (7 million hectares using 2.8 billion seedlings. The estimated cost to implement
this strategy is KES 500 billion.

Increasing efficiency in charcoal production can reduce the pressure on forests: instead of using

l0 kg ofwood to produce I kg ofcharcoal, improved technologies can cut the use ofwood down
to 3 to 6 kg according to the technology used and best practices applied. Considering the high
proportion of non-renewable biomass used to produce charcoal (between 90olo and 95%), these

measures could lead to 5.7 million cubic meters of Renewable Wood Equivalent (RWE) of non-
renewable biomass savings per year from dry forests, generating about 16.5 million tCO2e per
year of emission reductions from deforestation and forest degradation
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Forests are also crucial for the protection of water towers in ensuring the quality, quantity and
reliability of water resources contribute to the well-being of both human and rntural ecosystems.
Forests act as natural sponges, absorbing rainwater and slowly rcleasing it into streams and rivers
which helps to regulate water flows, reduce the risk of flash floods and ensuring a constant supply
of water downstream. Trees and other vegetation help to bind soil together, reducing soil erosion
and landslides, especially in hilly and mountainous areas where water towers are typically located
Forests also act as natural water filters by absorbing and holding rainwater, reducing runoffand
soil erosion thus preventing sediment and other polh,rtants from entering thc streams, rivers and

other water bodies.

Nevertheless, more than 90% of Kenya's landscapes facing some form of degradation; 6l % and
27o/o facing high and severe degradation respectively; The deforestation and degradation ofthese
ecosystems remove a critical carbon sink from Kenya and cause significant problems.

Deforestation has been mainly driven by clearance for agriculture that is lir*ed to rural poverty
and rapid population growth, unsustainable utilization of tbrest products (irrcluding timber
harvesting, charcoal production, and grazing in forests), and past govemance and institutional
failures in the forest sector (NCCAP 2018-2022).

Wildlife and Tourism
The tourism sector is a higlrly climate sensitive sector. Climate change affects tourism destinations,
ther competitiveness and sustainability. Herpe tourism demand is affected directly, through
interference of choice of destirution and period of trip, or indirectly by affecring the qualiry of
experierre, adverse perception after some extreme event and insecurity about the destination.

Coastal rainforests, marine ecosystems, wildlife and Mt. Kenya's glaciers make Kenya one of the

top tourist destinations in the world and in the continent. ln 2019, Kenya received 2.05 million
inlemational tourists and in 2019 the tourism industry contributed approxiruately 8.E% to GDP
down from l4o/" in2}l2.

Humans and wildlife face new challenges of survival due to climate change. More frequent and

intense droughl, storms, heat waves, rising sea levels melting glaciers and warming oceans can
directly harm animals. This poses a threat to wildlife tourism and its contribution to CDP, as well
as sustainability of our biodiversity.

Curenl -fiscal and other policies
Sustainable and productive land management and preserving land resources are enshrined in
Chapter 5 ofthe Constitution ofKenya. The Constitution stipulates thal the state should work to

achieve tree cover ofat least l07o oftotal land area.
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The Forest management and conservation act 2016, provides that a person who establishes or owns
a private forest may apply to the relevant authorities for exemption from payment ofall or pan of
the land rates and such other charges as may be levied in respect of the land on which the forEst is

established-

Forest Management and Conservation Act 2016 (44. (l)) provides that Kenya Forestry Service if
satisfied can permit utilization of a public forest tbrough the granting of a concession for
conservation of biodiversity, cultural or recreational use.

The Govemment decision to zero rate duty on imported timber from l0% in July 2019, led to
increased regional timber trade arising from development of new networks by local importers,

clearing agents and transporters leading to reduced lead-time in meeting timber needs.

I n t ernat iona I expe rienc e

Intemationally, a cornmon fiscal approach to countering deforestation is direct govemment

spending on the planting oftrees. Ethiopia has been a prominent example in this regard, claiming
to have planted 350 mil.lion trees in a single day in 2019 as part ofthe National Green Development
Program.l5 This is part ofa plan to plant 20 billion seedlings by 2024, which is expected to cost

the Ethiopian govemment over US$ I l7 r:rillion (Getachew, 2020).26

Spending directly on afforestation can be eflective if planting and growing trees arc conducted

correcdy. However, providing offsettrng opportunities for companies covered by a carbon tax or
emissions trading system (ETSs) would support positive ecological activity without creating a

drain on fiscal resources. There are intemational precedents for this approach. As of JuIy 2020,

GHG emitters in South Africa can fund afforestation and reforestation projects as a means of
offsetting their carbon tax obligations (SA National Treasury, 2020).27

An expansionary measrue which has become increasingly widespread is that of paymsnB 16y
ecosystem services (PES). Under this approach, the goverffnent pays landowners in exchange for
their adherence to pre-agreed sustainable practices on their land. In Ecuador, the Socio Bosque
program pays individual landowners and local communities who agree to consewe their
ecosystems lfuolugh voluntary consemarton agreements (yoCA) that are monitored on a regular
basis for compliance. Fortle first 50 hectares ofthe conservation area, the incentive is US$37 per

hectarc per year; from 5l to 100 hectares, the incentive is reduced to US$25 per hectare, and

15 world Economic Forum, The Africar counlry that inspircd mora and morc countries to plmt billions oflre.s I l6 ,une 2020.
Availablc: hno6r/vww.wcforum.ordsqordr/202Uo(Jdhppir{r!cs-forcss{cfollsiiat-woridwidc-cliltdcdtmcd
ri Cdachcw. S. (2020). Ehiopia will plant 5 biltion trccs this year to tackle climae chm8q but ir corncs er a $cep price
Rdricvcd frorn: htlps://qzcom/africa,/ l86653Zclhiopi6-to-plant-5-billion-rrces-in-2020-lo-bc&-climstc{hm8c/
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thereafter decreases further for additional hectrres.2E Similar schemes have been developed in
Costa Rica and Uganda.

In other federal countries, ecological fiscal transfers (EFTs) have been used to tie federal payments

to stateyprovinc€s, etc. according to performance on conservation metrics like forest cover. In
2015, lndia established the world's largest system of EFTs when its l4th Finance Commission
added forest cover to the formula that determines the amount oftax revenue the union goverrunent

distributes annually to each state. The government distributed 7.5o/o of the divisible central tax

revenue that is devolved to stales according to the proportion of states' areas of'very dense' or
'moderately dense' forest cover (Busch et a1.,2020).2e lnitial challenges with the scheme's
implernentation have led to clarification and raising the share of revenue tied to forest cover to
l0%. Other national and sub-national jurisdictions have also adopted EFTs.

ln Uruguay, pension plans have successfully investrnents in forestry assets by domestic
institutional investors. Following govemance and investment challenges, the securities regulator
created special purpose vehicles (SPVs), set up as financial trusts to manage investnrent in real

assets, through which pension plans have to invest. The SPVs can invest in a range ofdirect assets,

fiom infrastructure to private equity - including forestry. Six forestry funds - five domestic and
one international manager - now form the market, with $750 millio:l collectively under
management, and the largest fund dominating with investments of over $500 mill.ion. Intenrational
pension funds have also invested in Uruguay: the New Zealand Superannuation Fund, forexample,
has had some investnents via a global forestry fund. The perxion plans have been attracted to the

asset class by the low correlation to the rest oftheir portfolios and the relatively attractive returns,

with approximately 9 percent nominal return annually.

ln Uganda, the govennnent through the National Forestry Authority (NFA) provided concession
to private sector investors in 2004 for plantation development. The Sawlog Production Grant
Scheme (SPGS) was also set up. 'Ihe combination of concessions and financial and technical
support tkough SPGS led to an increase in private investments in commercial forestry in the

country increasing the area under commercial forestry from 4,000 ha to approximately 100,000 ha

of plantation. The scheme attracted huge interest and substantial invesunent from private sector

entrepreneurs mostly SMEs (avg. 50 ha each). This has proven to be a successful and replicable
cosl-effective way of plantation establishment for a country. The performance-based grant

schemes enabled the country increase its commercial forest plantations from less than 3,000ha to
more than 100,000 tra.

rx dc Koning F., AguinaSa, M.. Bravo. M., Chiri, M-, Lasc&|o, M., Lozada, T. ard Suarca L
(201 I ). Brid8in8 the tap beween forcs corscrvaion and poveny allevidion: the E@adorian
Socio Bosquc program. Enviroomc'|lal Sciancc & Policy, l4(5), 531-542.} ttusdr. Jcld (2020)Did ln d ir's ecolo8ical liscaltr sfers inceotit'ize gde govemmt'ltsto mcrelisetierr lorc(lv budgetsl
Enviroo. Res Cornmun. 2 0l100,5
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3,6 Human settlements and infrastructure

Sinutional conte

The country's infrastructure network is already affected by the physical impacts of climate
variability and change. Roads, bridges, water pipelines and powerlines play a pivotal role in
supporting the economy but are susceptible to damage from floods and other climate-related
disasters. In 1997 and 1998, for example, water supply inliastructure and transpon networks in
Kenya were damaged by EI Nifro-related flooding.3o Additiomlly, sefilements in riparian areas,

wildlife corridors; clearing for infrastructurc without grcening the enyironment, rising sea levels in the

Indian Ocean have caused destruction ofcoastaI infrastructure such as ship docking ports, a naval
base in Kipini, hotels and beachfront houses, and (in combination with €xtreme weather events)

intensified flooding in the coastal areas.

Buildings used for housing and commerce can also have significant negative climate change and

environmental impacts, despite serving a vital societal purpose. Responding to tltese concems, a

'green' building is one that. in its design. construction or operation, reduces or eliminates negative

impacts, and can create positive impacts, on the climate and natural environment.ll Several

features can make a building'green'. including:
. Efficient use ofenergy, water and other resources
. Use ofrenewable errrgy, such as solar energy
r Pollution- and waste-reduction measures, and the enabling ofre-use and recycling
o Good indoor environmental air quality
. Use ofmaterials that are non-toxic, ethical and sustainable
r Consideration ofthe environment in design, construction and operation
. Consideration ofthe quality oflife ofoccupants in design, construction and operation
o A design that enables adaptation to a changing environment

Green buildings preserve precious natural resources and improve the quality of life for residents.
Their objective is to decrcase the overall impact ofthe built envimnment on human health and the
natufal environment by efficiendy using energy, water, and other resources. By doing this, grcen

buildings protect occupant health, improve employee productivity and enhance climate resilierrce,
while reducing wasts, pollution and environmental degradation.

Kenya has made progress in developing local voluntary green building rating schemes srch as the
'CreenMark Standard' and the Safari Creen Building lndex. There is also a growing interest and adoption
ofvoluntary green building certification tools such as the IFC's EDCE.

Cunent fiscal and olher policies

!'l Covcmm€nt ofKorya(20161. Kenya National Adaptation Plan. Nairobi: Minisry of Environmglt gld Foregry
Council. Available: hrrDs:'iw\r s *orldub(rr World Crtan Building

23

ors'r+t I - P.ctrl -hr r ldm e



Kenya lacks hamronized guidelines regulating the development and maintenance of green

buildings. There are no clear regulatiorrs or legislation prescribing the requirement that new
buildings comply with a set standard geared toward achievement of energy-efficienl and

environmentally friendly structures. Accordingly, construction in Kenya gives little or no

consideration to green practices, the use ol recycled materials, reducing carbon footprints, or
developing adaptable and environmentally friendly designs.

However, considerable effort has been realized in certain initiatives such as the Building Efficierrcy
Accelerator program. This is a public-private sector collaboration that leverages global expertise

to accelerate local implementation ofbuilding efficiency policies. This prograrn has been adopted

by Nairobi, Nakuru, Kisii and Homabay Counties.

Inlernal ional experience

Fiscal policies are often aimed at improving building sustainability. Subsidizing the sosts of
energy-effrcient building technologies, either via direct subsidies or tax exemptions, is a common
approach for both upgrading current building stocks and ensuring that new builds meet high energy
efficiency standards. China, Colombia, Chana, and Argentina all provide incentives for new builds
to adopt encrgy-efficient technologies. For example, in Ghana, 'green-certified' buildings are

eligible fora 300/o reduction in building permit fees (Ghana Broadcasting Corporation, 2019).12 In
terms of retrofits, the UK Green Deal scheme provides grants and loarx for homeowners to

improve energy eflicierry.

The use of Sovereign Green Bonds can be an effective way to finarrce these energy activities.
Lithuania, for example, has earmarked the first tranch€ (€20 million) of its sovereign green bond

program to provide energy e{ficiency upgrades to about 160 apartment buildings (IFC, 2019).rl

Given the importance of effective infrastructure to economic development and wellbeing, finance

ministries also have an obvious interesl in ensuring tlut such infrastructure is as climate-resilient
as possible. The best practice role for finance ministries is in ensuring that a comprehensive and

strategic approach to infiastructure development, encompassing life cycle assessments, is

undertaken prior to the development of specific infrastructue assets, and that in deciding on the

optinlal portfolio of infrastructure assets. the changing clinrate in which that infrastrucrure will
need to operate is taken into account.sa

rr https://w'.t'w.Bbcgh&lao(llinccom/g.ncraliakoradi-8rc6-buildm${o-rcccave-J0-redtclion-in-p.nn -fees/2019/
'! IFC (2019) Crc.n Buildings: A Frnance and Policy Blucpnnt for EJncrgmS Markds
!4 ADB (2021) A System wide Approach for lnfrasructurc Resilicnce. Av.ilable a: https://www.adb.or8ltrlblicdionrsy$.tn-
wide-appmach-ln fra.nrucIurc-resilidlcc
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3.7 Electricitv

Situation0l context
Kenya has made great progress in generating electncity from green sources. As of 2019, the

electricity installed capacity fiom renewable sources, including geothermal, hydro, wind, solar and

co-generation, stood at 73.4%, compared lo 670/o in 2008 (KIPPRA, 2020).15 Consequently, the

percentage of electricity genectted from thermal declined considerably from 33.2o/o in 2008 to
I1.5% in 2019 because thermal generation has been on a declining trend over time, electricity
generation is currently 9270 green and will be 100% green by 2030.

There is considerable scope to expand geothermal electricity in Kenya, with a proven potential of
over 10,000 MW. Of this potential, only 860 MW has so far been exploited for electricity
generation. Currently, exploitation of geothermal energy is almost wholly owned by the public.

with a small proponion of plants financed through public-private pafinerships or private finance

only. The high costs of field development, coupled with the high risks associated with rcsource

exploration and drilling, still pose a significant barrier to private sector finarrcing. Siting
geotherrnal projects carefirlly is also important - for example, discouraging geothennal

development in areas with rich biodivenity. This would avoid new geothermal resources creating
other envirornnental issues.

Despite the improved capaeity in electricity generation in Kenya, approximately 3 million
households still lack access to electricity. lnstalling off-grid solutions including mini-grids and
solar home systems is one of the options for electrifoing these non-connected households and

ensuring access to sustainable energy for all. In some instances, off-grid solutions are more
economical than extending the national grid. Invessnent in the off-grid renewables sector has

grown strongly as deployment has accelerated. The total installed capacity in 2016 was

approximately 25.3 MW, most of which consists of public-operated mini-grids.Lx Despite the

impressive growth, the investment gap in the off-grid sub-sector rcmains large. The overarching
strategy for Kenya's electricity sector, the 201 8 Kenya National Electrification Strategy, focuses
primarily on national grid extension. Mini-grids are included but significantly under-represented.
Currently, discussions are being advanced towards investrnents in baitery energy storage as energy
storage technologies are advancing fast and are becoming cost competitive. Both public and
private sources offinancing have an impofiant role to play in bridging the fimncing gap.

Current.fiscal and other policias
There is a range ofmeasures already in place that help support the continued expansion ofthe low-
carbon power sector in Kenya.

11 KIPPRA (2020). Kalya Economi. Rcpon 2020: Creding a Conducivc Environm.nt for lnchsive Cmwth in Kd|yq Nairobi,
Kcnya.
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VAT is exempted for inputs or raw materials supplied for the manufrctur€ of solar equipment or
deep cycle-sealed batteries which exclusively use or store solar power, as well as for inputs or raw
materials locally purchased or imported by manufacturers of clean cook stoves. Similarly, under

the Easl Africa Customs Management Act 2004 there is an exemption from Customs Dury on

specialized solar and wind energy equipment. Specialized equipmeru for generation of wind and

solar energy are exempted from both import duty and VAT

To support de-risking geothermal development, the govemrnent established the Ceothermal
Development Company to carry out surface exploration, exploratory and production drilling, and

sales ofsteam to third parties, including independent power producers.

Several govemment and development partner initiatives have attempted to lower the initial
electricity connectivity cosl. Currently. the govemment is opemting a'Last Mile Connectivity
Project', providing support of KES I 5,000 per household. This is granted as a loan on connectivity
and recovered over a maximum of 36 months through the billing system.

In addition, therc is an exemption ofinterest income from all listed bonds, notes or other similar
securities used to raise funds for infrastructure, projects and assets defined under Green Bonds
Standards and Guidelines (bonds, notes or securities that have a maturity of at least three years.

While this ex€mption is general as it covers a broad range of infrastructurc projects, power sector

projects have been a comrnon focus for green bond issuance.

I n t e ma I i on a I eYpe ri e n c e

There is a wide range ofinternational experiences ofusing fiscal policy to promote low-carbon
power generation.

While carbon taxes can operate across many sectors, their focus (and impacts) are often

concentrated in the power sector. Several middle-income countries have implemented taxes of
varying degrees of ambition over the last decade. South Africa was the first African country to
introduce one in 2019 when it set a price of US$8.35 per tonne of COze (World Bank, 2020).16

The tax covers 807o ofCHGs and the rate will irrcrease annually with inflation plus 2% until 2022,

and annually with inflation thereafter. To allow for a period of adaptation, significant industry -

specific tax-fiee emissions allowarrces ranging from 60Yo to 95o/o have been included which will
result in a modest initial net carbon trax rate ranging from US$0.40 to US$3.16 per tonne of CO:e.

l-atin American countries have also adopted carbon taxes, with Colombia, Chile and Mexico
applying taxes ofUS$4, US$5 and <US$l-2, respectively, covering around 24o/o,39%o and,4'lo/o

of respective national GHGs (World Bank, 2020).37 These rates are lower than those ofcarbon

t6 Worid Bank (2020) Srae drd Tr6ds of Csrbo PricinS 2020. Available sr

lrttps://oprokrowl.dgc.worldbank.or8ihardlc/ I 0986/33809
l7 lbid.
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taxes in richer countries, which are generally over US$25 per tonne of COze and can be as high as

US$100 per tome of COze.

Electricity excise taxes can also be a powerful tool to both discourage wastage and generate

govemment revenue. This is especially true in cases where taxes are combined with favorable

regulatory treatment ofenergy from renewable sources. Costa Rica taxes residential electricity use

at 5% while at the same time providing exemptions of excise tax, VAT, general sales tax and a

special customs tax for renewable energy sources.l8

While most policies in the energy sector are revenue-generating, therc can be a lalue in subsidizing

the adoption ofnewer renewable energy technologies such that they can become price-competitive

against their'brown' alternatives, although the need for this has diminished as renewable energy

technology costs have frllen. In Mexico, the government has created several fiscal policy

instruments intended to faciliate the fostering of clean energy projects and provide an attractive

investment climate for the private sector- The most successful of these mechanisms was the

accelerated 100% depreciation in one year of investments in renewable energy on a company's

income tax (Peters, 20 l2).re

Green bonds have been successfully ernployed in funding both low-carbon transport and

renewable energy projects. In 2020 Chile issued over US$3.5 billion in green bonds earmarked

entirely for low-carbon transport (Whiley, 2020).a0 Eg1ryt is one of the few African countries, and

the first Arab country, to issue a green bond, and its 2020 issuance has provided US$750 million
to linance projects in transportation, renewable energy and energy efficiency (Barbuscia and

Ramnarayan, 2020).ar

3.8 Clean cooking

Sihulional conlext
Currently, 59% of households in Kenya use the thrce-stone open fire (TSOF).12 Although the

proportion ofhousehold users ofTSOF has dropped (76% ofhouseholds used TSOF 20 years ago),

the aggregate nuinber has increased from 4.7 million to about 7.3 million households. In terms of
primary coohng fuel,64.70/o (8.1 million) of households in Kenya still use wood as their primary

rx Crcen Fiscal Policy Ndworh 2019 httpsr//gre6 fiscalpolicy.org/polic),_briefs/cod a-rica-cotrnlry-profile/
re P.t.rs, S. (2012). The Role ofCrctrl Fiscal Mccharicns in Dcvcloping Corntrics: Lcssois Lcarn.d. Rdricved from:
https://Frblicstionsi.db.org/Fblicali.ny(rlsli$/doclrmd /The-Role-of-Crc.n-Fiscal-Me.herisns-in-Devclopins-Coontrics-
Lesson s-Lcam ed-Casc-Stu dy. pdf
a0 Wtilcy, A. (2020). Chilc makcs 3rd sovcrcign grE n issrsncc: Rccord rates for Jdl 2020 CIimdc Bqids ccnificd tlsrisaction.
Retricvcd frorn: hnps://wwu/,climdcboids,nd,2020/02/ch ile-makcs-.lrd-sovcrcip-gre.n-ircr!ncc-r.cord-rdcs-j!n-2020-
climare-bonds-ccnifi cd
{r Barhrsci8, D.& A Rnnnany8'l. (2020). Egypr bcco es fi.s Arab counrry to issrc Crccl tlonds with S750millim dcal.
Retricved frorn: https://www, rqrtcrs,coln/article/egyF-bonds-inve8ytr-becomes-firs-arab-counlry-to-is.clc-grccn-borlds-rvhh-
750-m il lion {cal-idUSKBN26K I MJ?cdition-rcdircct=in
n MOE, CCAK (2019). K6|ya Housdrold Cooking Scclor Study: Asscssncor ofrhc Srpply dld D6nerd of CookinS Solutrons
al the Housdlold L.vel.
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cooking fuel, followed by liquefied petroleum gas (LPG) at l9% (2.4 million) and charcoal at l0olo
(1.3 million). Only 3o/o of households own an elecrric cooking appliarrce such as mixed LPG-
electricity stove, electric coil stove and microwave. (include a statement on high cost/ also up&te
the statistics)

Exposure to harmful pollutants emitted from buming wood and charcoal is one ofthe largest health
risk factors for mortality in Kenya, with about 21,560 deaths attributed to household air pollution
(HAP) annually - more than the average number ofdeaths caused by road accidents. Kenya has

committed to transition to clean cooking by 2028 by developing efficient cooking solutions as part
ofactions under the Sustainable Energy for All global initiative and SDC 7 (affordable and clean
energy). The Kenyan updated NDC has projecred an abarement potential of 7.3 MtCO2e by 2030
from improved cooking solutions as a means of mitigating climate change. Further, using clean
cooking solutions will support the move by the governrnent to resioic Kenya's forest cover to l0%o.

up from the current 7.470.

Cunent fiscal and othcr policies
'Ihe Finance Act 2020 reversed the VAT exemption on taxable goods locally purchased or
imported by manufacturers or inported by manufacturers or impofters ofclean cooking stoves for
direct and exclusive use in the assembly, manufacturc or repair of clean cook stoves. The
exemption was introduced by the Finance Act 2016. However, this was reversed under. The 2020
Act also reintroduced the VAT on biogas, plastic bag biogas digesters and leasing of biogas
producing equipment.

Inle mat iona I expe ri e nc e

A number of courtries have used fiscal policies to support the deployment of cleaner cooking
solutions. For example, the Uganda Domestic Biogas Program supported households in accessing
loans to purchase a biogas digester, as well as finance to support biogas construction companies.
The program has been successful in supporting over 13,000 biogas generators.

Similarly, in lndia LPG gas has been subsidized to encourage the switch from biomass for at least

some cooking. This has been associated with the number of households wittr a registered LPG
connection more than doubling over the past decade. However, the India case also illustrates some

of the risks associated with untargeted subsidies with the growth in the subsidy bill leading the
govemment to launch the 'Cive it Up' initiative to encourage middle- and upper-class households
to voluntarily slop receiving the LPG subsidy.al Despite this, the strain on the budget has been
such that provisions for the [,PC cooking fuel subsidies werc halved in the f'ederal budget for the
Iiscal year ending March 2022 to 124.8 billion rupees (US$1.7 billion) from 255 billion rupecs a

year earlier.

4l hnps: ' r. sg.r:ivitun.in atrru.html
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3.9 Manufacturing

Silualional conlext

Industry and manufacturing are among the most important sectors in Kenya's economy,

contributing ?.2V. of GDP according to the Economic Survey 2022.e The govemment aims to

increase the manufacturing sector's contribution to GDP to 20o/o by 2030 (208Y30).45

The manufacturing sector contributes to climate change as it produces GHG emissions from the

use of fossil fuels and other industrial processes. The sector was responsible for about 770 of
Kenya's total emissions in 2015.46 Energy conservation is key to the reduction ofGHG emissions,

as well as providing other benefits such as lower costs for consumen.

Examining the corrcept more broadly, in 2009, the United Nations Industrial Organization

(l"NIDO) coined the term 'Green lndustry', with 'economies striving for a more sustainable

pathway of growth, by undertaking green public investments and implementing public policy

initiatives that encourage environmentally rcsponsible private investments'. Greening industries

involve tahng care ofmaterials, energy, water, waste and emissions.aT This requires investment in
technologies that enhance process efficiency in tenns of optimizing raw materials, and energy and

watcr uss, while also reducing waste and emissions.

Kenya's industry sector relies heavily on a traditional linear model in which rcsources arc

extracted, processed, distributed, consumed, and eventually disposed of. The life cycle orcircular
economy concept instead advocates a cirpulation ofresources within the economic system. Rather

than disposing of waste it is reintroduced as a resource into the processing stage, thereby closing

the circle.

Current /iscal and other policies
ln 2006, the Ministry of Energy and Kenyan Association of Manufacturers (KAM) established the

Centre for Energy Efficierry and Conservation (CEEC), which runs energy efficiercy and

conservation programs designed to help companies identifu energy wastage, determine saving

potentia[, andmake recommendations on measures to be implemented.as Some of the key products

offered by CEEC include energy audits, specialized training, and the Energy Management Award.

In addition, therc is increased emphasis on promoting the reduction, rc-use, recycling, recovery

and repair of waste consistenl with the sustainable waste management agenda.

{ Kcrlya Ndional Burlar ofStatilics (2020) Economic Survcy 2020. Availablc: !!es:jggl:!sg:
| .nnars)aws.c(xn/s-}. s(rrrE!.afnca.od/doqnrlort 9 I l9.)(l5/K N BS-[.x(,|(fnrc-slrn cv-]l)lo.odI
'! Covcrnmcrt ofKarya (2019). Thid Mcdium Tcrm Plan lll- Thc Ndiorral Trcasrry Eld Plmning Scncral prcss rcleasc.
16 Covemmcnt ofK€nya (2015I Korya Sccond Ndiqlal Cornmunicdion to thc L,nilcd Nations Frdncwork Convantion on
Climrc Ct'l8e. Ndional Environm(ilt MmaS(rn(,|t Authonty (NEMA)
17 h(osrr '$ r* \..un rdo.orc,i(rra- lir(us<russ{rlt m e-scn lccr-qrcor -lndrIrv/src(,r-mdrin-m n rd rr c-
li https:, tam.co.kcrocrgv-sdn'rcr9
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Internutional experience
Most countries that have introduced carbon pricing (as discussed in section 3.7) ensure that the

coverage ofthe scheme includes ernissions associated with industry and heavy manufacturing.

Beyond this, intemational experierrce tends to relate to providing tax reductions for
environmentally sustainable activities. For example, VAT (or equivalent) exemptions to support
green manufrcturing outcomes have been particularly popular and successful in middle-income
countries. ln 2003, I I Brazilian states and the Federal District agreed to grant a 60% ICMS (similar
to VAT) exemption for businesses that deployed used polyethylene terephthalate (PET) bottles as

input for adhesives in the plastics and packaging industry. The exemption made the use ofused
PET bottles 10-20% cheaper than previously (Derury et al., 2013).ae The program led both to
recycled PET bottles making up 630/o of the plastics and packaging industry's PET inpLrt. and

demonstrated the profitability ofrecycling policies. Denny er al. (2013) estimate thatjust one large
factory's participation in the program saved its municipality US$362,000 in landfill fees over five
years.

Similarly, in the South African city of eThekwini, businesses are given a tax rebate of
US$0.07/kWh for energy savings they accrue (SA Creen Building Courcil, 2019;.so 1o claim rhe

deduction, businesses must be able to show the energy savings over l2 consecutive months, when
compared to the previous l2 months ofbaseline measurement. The program has been ofparticular
interest to industry where, in some instarces, customers save up to 300/o on their energy bill in
addition to the rcbate.

3.10 Transport

Situational conlexl

An efficient transport system and network is key in spurring national and regional integration, and
promoting trade and economic development. Kenya's modes of transport include: road, rail,
maritime and inland water, pipeline, aviation, and non-motorized and intemrediate means of
transport. Kenya's transportation is critical for economic growth. However. as d iscussed in section
3.6, its transport infrastructure is also increasingly exposed to the challenges ofweather variability
and climate change.

According to the Kenya Economic Survey (2020) (Govemment ofKenya,2020), the tmnsport and

storage sector grew by 7.8Yo in 2019 compared to 8.5 oh in 2018. However, the sector is heavily
reliant on fossil fuels, especially road, rail and maritime and inland water transport. According to

r{ Darny, D. M. T.. A F. P. Pcdro, K. C. Mekhitariqr, E M. Silva K Fiorinl l. Libardi, A. Onohara & Medici. F. (2013).
E$imulos Fiscais para a Economia Varde. Rctrieved frorn:
htt p://ww'*.adyan cesin c lcan crprodr cr ion.n et/fqtnh/fi lcs/scssoav5Ar/dony_ct_al_wodc pdf
1" South Aftica Crccn Building Council. (2019). Inccrtives lo build grec,l in Sourh Africa. R.rricvcd from:
htlpsi//Bbcsaorg.zalinc€lt1 ives{o-bu ild-grcdl-in-soltlh,afaica/
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Kenya's 201 7 Emission Baseline Projections Report, the transport sector is the fourth largest GHG

emitter after agriculture, electricity generation, and land-use change and forestry (LULUCF)
(Govemment of Kenya, 2017).51 A lack of efficient road and rail public mass transit systems means

thal private transport is most prevalent, which is the main driver of transportation GHG emission
growth.

Current .fiscal and other policies

Under the Excise Duty Act 2015, there is a graduted system of import duty for vehicles of
different cylinder capacity. Fully electric-powercd motor vehicles hce only a l0% duty charge,

rising for vehicles with intemal combustion engines to 35% for imported vehicles of more than

2500cc engine capacity.

However, there are some transport measures in place that are not consistent with the objectives of
the green economy. For example, relatively lower tax rates are applied to petrol€um products than

elsewhere in the economy. Additionally, there is a 50% capital expenditure deduction on the year

of first use ofa petroleum or gas storage facility. These are extemalities which need to be corrected

through the introduction ofcarbon taxes.

Intemational expeience
Transport fuel taxes are already very common in many countries. However, given that the carbon

intensity of diesel is roughly l3% higher per liter than that of peirol, a more environmentally

aligned tax system involves taxrng diesel at the same rate as or higher than petrol is needed. South

Africa is a rare example of a nation which taxes tlre two fuels at closs to parity, at US$0.38 and

US$O.37 per liter ofpetrol and diesel, respectively (SA Revenue Service, 2020a).52

As well as altering the consumer price of fuels, fiscaI policies can influerre the price ofvehicles.
In Mauritius, for example, a vehicle feebate means that those purchasing vehicles with a fuel
economy above 150 gCo:/km are taxed, whereas those purchasing vehicles below the threshold

are granted a rebate (UNEP,20l7).' Mauritius has also waived a 50% import duty on electric and

hybrid cars, as well as the registration fee. These incentives have led to the importation of more
fuel-economy vehicles, with the number ofhybrid cars being imported doubling each year between

2010 and 2013. The average fuel esonomy of the natiorul fleet improved from 186 gCO:/km in
2005 to 169 gCO:/km in 2013.

rr S!swdch K(ily& (2017) Ernissions Basclinc PmJ€ctims Rcporr. Availablei
hrtDsi',$\r$.mf($€.ors,alrrcs,rifvPlPA Kdlva Basclinc ReD<rn Mat lt l0l7.odf
rr South Africrn Rev.ilc Scrvic.. (2020b). T.xdioi in South Africa. R.trieved ftom:
hltps://www.sa[s.gov.zrAllDocs/OpsDocs/CruidCVLAPD-C€n-G0lo/o20-%20Taxdiqto/o20ino/o20Sorrth9o20Afnca.pdf
5r UNEP. (2017). Clobdl Trcnds toword Morc Fucl Eco.orny Vdricles. Rdricved frcrn:
htip://rirqu aliry8l&nobility.orgncFV/PDF/Nam ibia GlobalTrards.pdf
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3.1 I Waste msnagement

Situational context

The waste sector contributes to climate change, accounting for about 3% of total national GHG
emissions in 2020.5{ This is a very small contdbution in comparison to sectors such as agricultue,
forestry, and energy. Waste mamgement cr€ales additional benefits, however, such as the need for
adequate waste treatment to avoid polluted air, watet and soil that cause signilicant health and
environnrental problems. A growing population and industrialization mean that pressure on waste
services will grow in future decades.

The waste sector is also a significant source ofblack carbon through open buming ofuncollected
or illegally dumped waste, and transport of waste by outdated heavy-duty vehicles. In addition,
uncontrolled leachate contaminates groundwater and some ofthese contaminants are carcinogens.
Waste in the environment harbors pathogens and increases the incidence ofvector-bome diseases.
It is therefore not only an important climate challenge, but also affects every aspect of life for
millions of people in the counlry and around the world.

Moreover, waste management being largely devolved, most counties lack adequate infiastructure,
govemance mechanisms and dedicated funding for effective and sustainable waste management.
Many have not set aside land forbuilding waste marugement infrastructure. lnitiatives to date have

also not fully tackled the fundamental problems of waste minimization and rc-use as core elernents

of the circular economy: waste collection, waste separation at source and recycling, compost
production from organic waste, and final disposal of non-recyclable waste in s@ure engineered
facilities.

Currcnt fiscal and othcr policics
The govemment of Kenya's main guiding approach to waste management is the 'zero waste

principle'. as set out in the National Solid Waste Management Strategy which aims to protecr

human health and the environment. Recycling, composting, waste minimization, and industrial
symbiosis are imponant elements of the Strategy.

Kenya has in place a sustainable waste management policy (2021) that aims to transition the waste

sector in every courty away from low collection rates, illegal dumping and unregulated dumpsites
toward affordable waste collection, recycling and composting, and secure final disposal in
engineered landfills for the remaining fraction ofthe waste stream. The policy also aims to increase

the value of waste along the waste managemenl value chain by deploying industrial processing

activities that create new products or sources ofenergy through re-using, recycling, or composting
waste.

1{htps://clim0teacl iootmckcr.orglcountrieyktnya,/policies-
acl ion/#: - 1c:rl = tn %2020X0o/o2Co/o2r!the%20was e%2osecror,indr srial isa ion o/o20o fyo2Uh colo20Kcn yanol.2occffomy
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Further, the Sustainable Waste Management Act 2022 was signed into law on 1th Jrly 2022 to

enforce the circular model. The SWM Act and Policy domesticates global best practices in waste

management whereby producers arc expected to invest in eco-design technologies and products

that are reusable and recyclable and this contributes to reduction in waste. The producers ars also

expected to take back their products at the post-consumer stage. The SWM Act and Policy rEquires

waste generators to segregate waste at source into differcnt fractions and ensure appropriate
transportation of the same by licensed waste service providers to a composting or a material

recovery facility and not to the dumpsite.

The Govemment in collaboration with the private sector has also developed (draft) Extended

Producer Responsibility (EPR) Regulations (2022). The EPR Regulations require producers to
take care of their products and packaging at post consumer level through five categories of
Producer Responsibility Organizations, to ensure eco-design of products, seamless collection,

recovery of valuables, appropriate recycling as well as disposal in samtary landfills. The SWM
Act, Policy and EPR regulations aims to have additional financial resources available towards
waste management as they are anchored on the polluterpays principle ensuring active participation

by producers and waste generalors.

The Kenya National Environmental Policy 2013 proposes the use of'fiscal incrntives to encourage

waste minimization, recovery. reuse and recycling (the 3Rs)'. Similarly, the Kenya Waste

Management Nationally Appropriate Mitigation Action (NAMA) 2017 underlines the importance
of promoling 'the use of econorn ic incentives to manage waste'.

A national ban on single-use plastic carrier bags has been successfully implernented, significandy
reducing plaslic bag waste, roadsicie liner, and the volume of plastic transported to Kenya's

dumpsites.

Internalional expeience
Other countries around the world use fiscal policies to support more sustainable waste management
practices. For example, Bangladeshi authorities have focused on improving th€ rate of waste

recycling with a package of fiscal incentives including:

r Tax holidays for five-ten years for all waste treatment and recycling plants

r Reduced import or excise duties on relevant waste management equipment
o Use of its Climate Change Tnrst Fund to promote public awareness of the 3Rsr5

These incentives are applied only to formally registercd waste treatment and recycling enterprises.

Concurrently, the govermrent has tried to encourage composting oforganic waste by introdrrcing
a sales tax exemption on sales ofcompost and tax breaks for composting companies, although the

efficacy ofthis has been offset by continued subsidies for chernical fertilizers.

!1 hnos:r u r u.uncrd.or. rr}cqrtdrt,docurn€nls 75l(-qnbfllci' I rfft',.2tloaec+ rEDofl -BI)elelc"$.Ddf
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3.12 Cross-cutting issues

Green Investment
The banking sector in Kenya is an important source of investment finance for green projects. In
2018, for example, it provided KES 27 biltion in climate finance. Financing includes lending to
renewable energy projects, providing credit lines for energy efficiemy (like solar installation for
lighting and water heating) and wastewater management in the hospitality industry, and finarrcing
tree planting projects.56

Foreign Direct Investment (FDI). Kenya is one ofthe largest recipients ofFDI in Africa, totaling
US$1.3 billion in 2019.57 The largest share ofFDI was directed to ICT, health and the extractive
sector (oil exploration and production). However, about a third was dirccted to climate-related
investments. mainly renewable energy.58

Green Bonds: Kenya has made significant efforts to develop its Creen Bond market, irrcluding
initiating the Kenya Green Bond agenda in 2014 and collaborating with the Kenya Bankers
Association and Capital Markets Authority to implement the Kenya Green Bonds Program. This
led to the development ofNairobi Security Exchange listing nrles and the issuance ofKenya's first
corporate Green Bond in 2019. In 2017, the Kenya Green Bonds Market Program was launched

to accelerate the market acceptance of green bonds, facilitate climate change mitigation and

adaptation investnents, and improve regulatory and market capacity and knowledge on sustainable
investments. It is worth noting that, despite the progress made, therc are currently limited
opportui ties for Creen Bond issuances in the immediate term in Kenya. Furthermore, further
transformations are required for Green Bonds to be issued at scale in the country.

Capital Markets. To date, Kenyan persion funds and other domestic institutional investors have

been hesitant to invest in green products origimting in Kenya. However, Kenyan green financial
products such as the first coryr,orate green bond have attracted intercst from foreign institutional
investors. This suggests that there is significant potential to engage the interest of domestic
institutional investors and make Nairobi a hub for green capital nrarkets in the region. As a source

of long-term finance, capital markets, both public and private, have an important role to play in
the finarring of gr@n investrnent in the country.

More private sector participation in the national climate change discourse is needed. 'Ihe private
sector needs to be made more aware of existing gre€n investnent opportunities. Therc is a

!6 CPI (2021) Thc Lardscrpe of Climatc Fmance m Kenyr. Availablc at: hxps://www.climatcpolicylnrtiaavc.org/Fblicdioi^h.-
landscape-of.climde-finarce-in-kq|ya/
!7 UNCrAD (2020). World lnvcsmglr Rcpon: lnrcmdional Prcdrclion Bcyond rhc Pandqnic. L,brrcd Nation\ Ncw York.
!r CPI (2021) Thc L&dscape of Climalc Frnance in Ksrya. Availablc ar: hflps://www.climatcpolicyrnitialivc.orS/Fblicaion^hc-
Iandscape-of-c lim dc-fm ar cc-in -k6ry,
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particular need to diversify the projects which are attracting private finance: a recent r€port by the

National Treasury and Climate Policy Initiaiive sl:owed that over 970lo ofprivate seclor funds were

directed to renewable energy generation projects.

Another challenge is promoting new green innovation investment. Despite the progress Kenya has

made on institutionalizing research, technology and innovation - such as the NationaI Commission
for Science, Technology and lnnovation (NACOSTI), the Kenya National Innovation Agency
(KENIA), and the National Research Fund (NRF), the National Environmental Trust Fund

(NETFUND) and the World Banl-sponsored Kenya Climate Innovation Center (KCIC) -
challenges still exist. These primarily relate to the fragmented approach where rcsearch institutions
work disjointedly among themselves and not with industry. These weak linkages contribute to a

mismatch between industry needs and what lhe acadenria and research system produces. In
addition, technologies take too long to move through the innovation stage as innovators lack the

capacity to develop technology, enler the market and commercialize products. The currenl

stmcture has not sufficiently supported Kenyan innovators, resulting in most green technologies

being produced overseas and imported.

To engage the interest of domestic instirutions and attract private sector participation in green

investment, the govemnrenl is cornrnitted to developing a green bank referred to be rpferred to as

Kenya Green Investment Bank (KeGIB). The bank will provide a range of funding instrurnents

and associated inc€ntives to support the private sector in overcoming barriers lo making green

investment at scale-

Carbon tax and Carbon trading

By 2022 and 2030, Kenya's combined GHG emissions from Forestry, Electricity generation,

Energy demand, Transportation, Agriculrurc, Industrial Processes, and waste is projected to grow
to about 100 and 143 million tons of carbon dioxide equivalent (MrCOre). ln 2030, the highest

amount of emissions would come from the energy sector (electricity genention) followed closely

by Transportation and Agriculture. Out of the total 143 MtCO:e, the National Climate Change

Action Plan (NCCAP) of20l 8-2022 projects that Kenya has the technical potential to reduce 60%o

of 85.8 MtCOze by 2030. The actual mitigation potential ofeach ofthe key sectors depends on a
number of factors that range from policy, resources, priorities, to the practical implementation
practically of the potential mitigation.

To facilitate the switch to clean energy and foster the 'polluter pays principle, the government

should consider implementing a carbon tax. Correct carbon pricing will send a right signal to

markets and private investors which is pivotal in creating an enabling environment for private

investment. Carbon trade pmvides opportunity and impetus for gainful establishment and

maintenane of carbon sinks. To promote efforts to cut down carbon emissions, concessionary

incentives reward adoption oftechnologies and processes that limit greenhouse gas emissions and
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reduce carbon-miles should be considered. Developing and naturing strategic mechanisms that

offer opportunity for carbon trade and incentives for reducing the carbon emissions will translate
to sustainable socioeconomic gains.

I nt e rnat i on a I expe ie nc e

More than 40 govemments globally have implemented a form of carbon pricing, whether it be

through direct taxation on fossil fuel producers or cap-and-trade programsse. European Countries
have been the frontrunners in implernenting COz taxes that are now implemented tkoughout the
world. The first COz taxes were implemented at the beginning of the 1990s in the Nordic and other
European countries. Particularly, Sweden, France, and Canada have made the greatest efforts to
introduce carbon taxes and provide an interesting, albeit successful, contrast in their experiences

over the past decade. From the 1990s through 2020, all three countries recorded a clear decoupling
ofCO:. Additionally, from 2005 to date, the total primary energy and CO: emission for the three
countries have decrcased by l0olo and l5olo respectively.

On the regional front, South Africa recently introduced carbon taxes to achieve national CO2

emissions reductions targets set for2025. While South Africa's tax rate of R46/tCO:e is considered
extremely low under global standards, the government considers the move a good starting point
and projects to increase the scope oftaxable ernissions going forward. Ethiopia has equally shown

considerable interest in pursuing carbon taxes to help meet ambitious GHG mitigation
commitments in its NDCs. However, the country is yet to concretize the ambition through a
legislative framework.

5e A govemmenl rEguleory paogrrm dcsigncd to limil, or q4! thclo(al lcvclofarnissiors of cfiarl chqnicrls, paniclrla y
carbon dioxide, as a rrrrh of in&rrial activily.
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CHAPTER4: GRf,EN POLICY ACTIONS

This chapter sets out a series ofgreen fiscal policy actions ofparticular interest to the govemment

of Kenya. In the coming months and years, the governrnent will look to develop specific
recommendations in these different areas, building on the intemational experience and cur€nt
Kenyan context described in Chapter three (3), while recognizing the goals, objectives and
principles described in Chapter two (2).

The actions described in tl s chapter are split into two sections. The first sets out the areas of focus

for each of the individual sectors described in Chapter 3, while the second describes some key
cross-cutting policy actions that can have an importanl impact in supporting Kenya's green

development agenda in many different sectors.

4.1 Sector-specific fiscal actions

Specific green fiscal policies are required for specific sectors.

This section outlines policy actions in the I I sectors identified in Chapter 3.

4.1.1 Disaster risk management

The natiorul and county govemment will pursue the following actions to reduce the devastating

impact of climate-related disasters in Kenya.

Flood control measures, To address the problem of perennial floods and related risks, the
govemment will put in place measures to increase funding and strategically preventative resilience

measures for flood contml projects such as dikes, dams, catclment and riparian reserves.

Promote crop and livestock insurance, To cushion farmers from loss ofcrops and livestock, the
govemment, in collaboration with insurance providers, will put in place measures to scale-up
climate-oriented insurance programs. This will include a consideration of whether to provide
additional subsidies to reduce the cost of insurarrc for fanners witirout discouraging appropriate
risk-reduction behavior. It will also include options for the design of innovative weather-based
insurance products. The govemment will also consider options for incrcasing awareness, education
and training around the role and value ofcrop and livestock insurance, especially in the provision
ofagricultural extension services at the county level.

Disaster risk financing. To ensure that it has sufficient funds to respond to inevitable disasters,

the govemment will promote the use of innovative disaster risk-financing instruments like
catastrophe (CAT) bonds, risk pools and contingency bonds as well as sovereign and subnational
level disaster management funds. This will be complemented by the Kenya Sovereign Green Bond
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Framework, which provides a clear set ofprotocols for identifuing the responsibilities ofdifferent
stakeholders in relation to the us6 ofsuch financing in th€ event ofa disaster.

Climate information services To enhance climate infonnation services, the natiorul and county
govemrnents will increase funding for meteorological services and Early Warning Systems (EWS)

and climate information systems including dissemination of weather information, and provision of
tax incentives for early waming equipment.

Compensation fund for climate impacts. To cushion the lulnerable and marginalized
communities from the extreme weather and climat€-related events, the govemment will incrcase
funding fbr resilience building and safety net programs.

4.1.2 Water and the blue economy

To both reduce the risks that climate change poses to the country's water resources and to exploit
its huge blue economy potential, the national and county govemments will undertake the

fbllowing actions.

Enhance water harvestitrg and storage. To address water shorlages, the national and county

Sovemments will implernent fiscal measures to enlrance acquisition, affordability and access of
equipment used for water harvesting and storage including roof catchment, water storage tanks,
ensure strict quality controls on water storage tanks, construction ofunderground tanks, dikes and
gabions in flood-prone areas.

Promote water use efficiency. To ensure sustainable use of the available water resources, the

national and county goverffnents will institute fiscal measures for innovations and equipment that
promote water saving, efficient use, and industrial waste water recycling and treatment. The
govenrments will also explore the current system of water charging, with the intention of
developing a set of water tariffs that provide tlrc right incentives for water use efficiency.

Elimination of invasive species. The national and county govenrments will support research

technology and innovations in the sustainable management of invasive species such as water
hyacinth

Promote sustainable fishing and restoration ofcoastal and freshwater ecosystems, To address

the challenge caused by uncontrolled and unsustainable frshing, the governmenl will irnpose tax

measures on large-scale fishing companies and trawlers. Additionally, the government will
introduce fishing quotas to establish quantitative upper limits for fishing catches with quota rights
either being non-tradable or tradable. In addition, along the, the govemment will put in place fiscal
measures for restoration of shallow coastal water ecosystems, such as mangroves. tidal marshes

and sea grass beds to. Second, the govemment will promote sustainable fishing along the Kenyan
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coast by. Quotas would establish qua itative upper limits for fishing catches with quota rights

either being non-tradable (as is the case in Namibia) or tradable (as is the case in lceland). Quota
policies would be budget-neutral if distributed for free, or a source of govemment revenue if
auctioned. Similar measure will be instituted on the fresh water lakes such as Victoria, Naivasha,

L. Baringo, L. Turkana, among others.

Restore degraded deltas and wetlands Wetlands are essential life-support systems and play a
vital role in controlling water cycles. However, a growing population, together with the need for
increased agrictrltural production, has led to substantial pressure on the deltas and wetlands. ln
view of this the goverment will develop fiscal instruments such as PES to promote private sector

participation in the restoration of degraded deitas and wetlands.

Protect riparlan land 1n arid and semi-arid areas

In order to promote sand storage dams and water pans for livestock and small-scale cultivation,
the govemment will provide an enabling environment thrcugh incentives towards these adaptation

programs.

Provide geen shore power as a viable alternative to contribut€ to emissions reductions at
Kenya's seaports.

In order to promote investment in cold ironing as an altemative marine power to cover the energy

demands of ships calling at the ports, the govemment will consider providing incentives to
investors in green shore power supply

Provision of appropriete reception facilities for the control of emissions from ships
To control CHG emissions from the anticipated increase in the number of vessels coming to
Kenya due to the expansion ofthe Port of Mombasa and the construction of the [amu Pon, the

government will promote the establishment of vessel reception facilities that will ensure ozone

depleting substances and vessel equipment containing such arc handled and disposed

appropriately.

Promote invesbnents into low carbon ship bunkering infrastnrchJrc

4.1.3 Health and sanitation

Recognizing the threats that climate change anC other enr.iroruncntal risks are posing to the

health of Kenyans lhe govcnrmcnt wili undertake the foliowing actions.

Combat incressed incidence of malaris and other vector borne diseases. Climate change has

resulted in an increase in the number ofcases of malaria. The national and county govemments

will provide funding for research and innovation to control mosquitoes in an environmentally
friendly manner, to help combat the increased malaria incidence.
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Handling & disposal of hazardous & toxic waste. Hazardous waste poses a threat to both human
health and the environment when handled improperly.60 The national govemment, working with
county govemrnents, will put in place and/or implement more financially punitive measures for
improper handling ofhazardous materials such as mercury, cyanide and lead.

Promote enerry efficiency in health facilities. Energy is a prerequisite to quality healthcare,
given that most life-saving medical equipment r€quires power to operate. Having energy-efficient
medical equipment will help improve acccss and availability ofquality and affordable healthcare.
The governrnent will provide fiscal incentives for the importation of energy-eflicicr;t medical
equipment. Additionally, the national and county govemmenls will suppon in the insallation of
renewable energy standalone mini off-grid systems in health facilities.

Promote use of orgrnic pesticides. The excessive use of inorganic/harmful pesucides poses a
threat to human health and the environment, especially with prolonged use and exposure. In
addition, using such pesticides contributes to an increase in acute rcspiratory infections from the
resulting air pollution. Promoting the use of environmentally friendly bio-degradable pesticides
will help reduce the effects of inorganic/harmful pesticides. The national and county governrnents
will thereforc provide fiscal incentives to promote production, preferential procurcment and use

oforganic pesticides such as pyrethrum based (pyrethrin).

Support surveillance of climate-related health risks, The effects of climate change will lead to
increased emergence and re-ernergerre of disease outbreaks such as Malaria, Rift Valley Fever
and the East Coast Fever. In response, the natiornl and county govemments will provide firnncial
support by allocating funds to the surveillarre of climate-related health risks.

4.1.4 Agriculture, Food, and Nutrition Security

The agriculture sector is both exceptionally sensitive to climate change, which in tum threatens

the food security of Kenya's vulnerable population, and a significant source of GHG emissions. lt
is also a source of, and is exposed to, a range of further environmental risks. The government will
therefore explore a range of fiscal policy response measures, as follows:

Water-saving irrigation systems atrd strategies. Overreliance on rain-fed agriculture and

outdated non-water-saving irrigation technologies hampers adaptability to climate change for
farmers. The Government will support irmovations in the development of water harvesting and
imgation infrastructue including drip imgation systems and strategies like deficit irrigation6r and

& Hazardous substanccs or wasic arc defined as subslanccs q waste tllat pose I threat or caus€ haIm to the
cnvironment and./or human health.
6r Dcficrl imSdiofl is a oFimizaiofi gradcgy ln \Itich imgaion is applied drring thc drqrght-s.'lsilivc grou,th sagcs of a crop
Outsidc thcsc periods, ,rrigalion is lilntcd or evcr unnecessary tf minfall provides a minimum s.rpply ofwatcr.

40



partial root zone drying6: are technologies with potential for saving water which will be beneficial

compared with the sprinkler irrigation system currently used by farmers. The govemment will
therefore provide incentives to promote technologes for water-efficient irrigation systerns

Reduetion of post-harvest losses:

A lack of adequate storage of agriculrural produce and poor post-harvest practices translate into
low commodity prices, poor access to credil, and an ineflicient agricultural value cluin for small-
scale farmers in Kenya. The result is to exacerbate food insecurity and increase the hunger risk
posed by climate change.

To reduce post-harvest losses, the govemment will promote agro-processing and provide
incentives that are aimed at increasing adoption of post-harvest storage technologies and

equipment such cooling plants, on-farm storage technologies such as hermetic bags.

Green technolory in crop production. The full polential of arable land productivity in Kenya
has not yet been realized. Moreover, it is rare across Kenya to apply and utilize green technologies

and strategies to pronrote sustainable productivity, even though these measures would improve
food security. The govemment will incentivize the use of green technology and applying
sustainable stratcgies in agricultural production. ln particular, the policy will promote through
fiscal policy interventions the use of irtegrdted crop management technologr, organic latming
and the use of low carbon emission equipmentfor cubivation.hl

Livestock production. The govemment will explore opponunities and fiscal incentives to

promote the adoption of improved adaptive and resilience technologies to increase livestock
production and productivity by 2030. Additionally, the PES, discussed in section 4.25, will also

have a strong impact on the land-use decisions and practices of farmers across the country.

Cooperative development and climate smsrt agricultural practices. Kenya faces ever growing
fluctuations in climate and food prices which directly affect households' food acquisition and

allocation. This raises food safety eoncems. Addifionally, population growth puts increasing
pressure on land that is available for cultivation, thus exacerbating food insecurity in the country.
In panicular, population pressure has led to arable land Fagnenation which translates into
inefficient allocation of resources (labor and capital) leading to increased cost of production, and

unsustainable farming.s To support advancements including land consolidation and
mechanization and, hence, promote large-scale crop, livestock and fisheries production and value

6' Casa, R. a:d Rouphacl. Y. (2014). Effccls ofpanial root-zone drying imgaion on yield, frutl qu.lny, atd warer+rse efficiency
in ptocessin g lomdo. The Journol of lloflidthural kient! o d Biot rrnol.,&r. E9(4), -189-396.
6r Deere & Cornpaiy. (2017). Incativizing srssinabilily in Agriol lturc Prcss relcasc. Rdricvcd | 8rh Fcb.uary 202 I from
hnns:,rdis al hbrdllrolrlbn -Rrdniq,hh '<sr. /, $ orld-lllcsrt l\ rzsr !-srsamabr lnr'-llr -agnru hurc

Gienz. A.. Caballero, J.. Calp€rin, D., Makoka, D., Otsoll, J-, 6rd Cerman, C. (2015)- K6lya AgriculNral Secror Risk
Assassmdrl.
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addition, this policy will incentinze cooperative development and prudential management through
provision ofperfomrance based cooperative grants and concessional loans.

Degraded land rehabilitation
The govemment will a.lso explore and introducc the opportunities for govenm€nt programs to

protect and rehabilitate degraded lands such as degraded landscape restoration deal scheme
(DELARES), so that they can be used for sustainable agriculture. A similar program in South

Africa was designed to tackle the proliferation of invasive alien plants, which crowd out native
species, overwhelrn ecosystems, impede agriculture, aiid exa.erbete drought. Since its
introduction, the program has led to the clearing of such plants fiom over 3 million hectares of
land, improved water qulity and security, and the employment of over 300,000 people.

4.1.5 Forestry, wildlife and tourism

Forestry, wildlife and tourism is at the forefront ofboth Kenya's mitigation and adaptation efforts.
The proposed fiscal actions for the forestry sector include the following:

Incentivize tree growing and management. The govemmenl will promote tree growing,

management and protection of gazetted forests to increase forest cover to l0%0. This would also

restore and conserve water towers. The government recommends planting on both public and

private land. Options include: a tree-growing guarantee scheme (T2GS), permitting the cost of
seed preparation, certification, nursery registration and tree planting on public land to be an

allowable expense for the purpose of tax computation; awarding tradable carbon credits for
companies that invest in tree planting; creating irrcentives for commercial plantations which can

be used as a sustainable source of raw materials in the future; awards and recognitions by
govemment for firms that participate in tree planting; concessionary loans to support business

operations for those that invest in tree planting; and govemment grants to growers. On the private

land, the law requires that at least l0% of the land to be under trce cover. Diversified trees grown

and managed on more tlnn l07o ofan individual land will be verified and compensated based on
graduated scheme/scale i.e., the higher the percentage the higher the amount ofcarbon credit to be

eamed to a maximum of 507o of the owned land.

Ecological fiscal transfers (EFTs). The Natiornl Treasury and the Ministry of Environment and

Forestry will work with the CRA to come up with an EFT parameter in the revenue sharing formu.la

for allocating more resourc€s to strengthen the capacity of the counties in preserving

environmental and ecological functions. This EFT approach has been used in lndia and a range of
other countries 10 provide sub-national administrations with a stronger irrcentive to preserve and,/or

restore forests.

Payment for ecosystem services (PES). The Govemment shall promote responsible for
environment and ecosystem matters in collaboration with relevant sector ministries will fast track

42



the development of PES schemes to incentivize scaling up of conservation and restoration
programs. In developing PES proposals schemes, the goverffnent will shall ensure that the
schemes benefit sharing mechanism is inclusive, transparent and equitable for all actors including
are designed to benefit the poorest households' communities engaged in conservation efforts. The
proceeds of carbon pricing will be used to fund these schemes. This has been demonstrably
successful in scaling up ecosystem conservation and restoration schemes in developing countries,
especially in l^atin America.

Itrtegrrte afforestation and reforeststion into ITEDI}| and Carbon trading design. As part of
the design proposals for a carbon tax scheme (discussed in section 4.1.2 above), the govemment
will consider opportunities for companies to reduce their tax liability by purchasing offsets from
forestry projects. This has the potential to extend a carbon price signal through more sectors of an

economy and can help leverage the existing forestry prqiect management capacity in the country.
As discussed in the previous section, a range of other jurisdictions have integrated these

oppomrnities within their carbon pricing schemes.

Concessions and Public Private Partnerships: The govemment will provide incentives and

long-term concessions for promoting tree planting and growing on public and private lands;
improve saw milling technologies, production of high-quatity seedling and mass timber
technologies.

Commercial Forestry: The govemment will provide incentives to spur for investments in
commercial forestry and importation of sustainable timber.

4.1,6 Human settlements and infrastructure

The approach that Kenya takes to designing, constructing and using its buildings and infrastructurc
can make a substantial difference to its resilience to climate hazards and funher support Kenya's
NDCs ambitions. The fiscal policy and other measures that the goverffnent will pursue to ensure

that these infrastructure and buildings support low-carbon, climate-resilient development are as

follows.

Enhance the climate resilience of roads. Kenya's road network is vulnerable to climate change

impacts such as floods due to stnrctural imbalance between the natural ecosystem and the built-in
infrastructue considerations. To climate proof the road network, the National Treasury will
include climate-resilience criteria within Public Investnent Managemenr (PIM) Guidelines for
funding infrastructure projects and enhance the incorporation of the concept of'roads for water'
in the design and construction of roads (see box below). The govemment will also provide
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incentives that support the adoption of bioengineering65 for road infrastnrcture through the private

and public sector (county and national) collaboration.

Integrate the circular economy into infrastructure development
The use of recycled materials in Kenya's infmstructurc remains low yet these materials present

significant social economic benefits and oppoftunity to enhance sustainability and resilience of
infrastructure. To realize the sustainable development benefits, the govemment will provide fiscal
incentives in the use ofrecycled materials in infrastructure development.

Support the circular economy in construction. To encourage the use of recycled materials
within the construction sector (see the exanrple below of Australian state of Victoria), the
government will provide incentives for building materials locally manuhctured using more than
40Vo recycled content in their production. The govemment will also provide incentives to

encourage the establishment of facilities for the collection for resale and re-use of construction
waste and materials. The govemment will also impose fees or levies on contractors to fund

construction waste disposal that does not meet prescribed procedures of re-use and re-sale.

Support green building development. The govemment will provide incentives to developers that

meet the rcquirements for green bu dings specificationVcodes. These include the design,
produclion, importation and sale of altemative green building and construction technologies and

materials. This will also irrlude solar passive architecture to improve aeration and lighting in

buildings (Energy Marngement Regulation,20l2). ln addition, the goverrunent will inccntivize
research and development, for innovative technologies on green buildings and sustainable.

Supporting Adoption of Water atrd Energy Efficieut Infrrstructure: The govemment will
incentivizr construction ofwater and energy efficient buildin3s. ln adiliCoq all the dcsign ofnew
public buildings will integrate water and energy efficient measures in their construction and

functioning.

4.1.7 Renewable Energr

To promote Renewable energy production and deployment and increase consumer connectivity
the govemment will:

Phase-out fossil-fuel-based thermal electricity. The govemment will provide fiscal incentives
needed to lower the cost ofrenewable energy relative to fossil fuel intensive energy sources. This

61 A s.rbse ofgreeo infra$ructure tha uses vcgdaion to scrve an ogineering funclioo- Thc most cofimm uscs of
bioengmecring includc soil srrface proteclion againt erosion, soil gabiliz-aioi, erd improvad drainage funcrions
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will therefore accelerate the developnent ofgteen energy altematives and technologies to allow
the inlegration ofall variable rcnewable energy power. (National Energy Policy,20l8).66

Accelerate geothermal development. The goverrtrnent will provide targeted incentives for
private investnent in geothermal electricity generation and other prodtrtive uses. The fiscal
incentives envisage concessional funding and public support for early-stage investnents in
geothermal resource assessments, which will enable private investrnent where geothermaI is most

promising.

Expand ofr-grid electricity solutions. The government will incentivize off-grid renewable energy

options to enable access in areas far from the national grid. Tax exemptions and credits will be

considered.

Incentives for electricity connection. The government will provide consumer-level incentives to
enable more households and MSMEs afford electricity connectivity through enhancing initiative
such as the last mile connectivity.

Pursue an array of targeted clean cooking incentives. To scale up access to clean cooking
solutions. The Covernment will: Continue to innovate RBF designs and applications for more
targeted incentives to promote sustainable market development and advance access to clean

cooking forall; Catalyze technology and business innovations by providing incentives to players

across the clean cooking value chains; and link irrcentive payments with verified rcsults at the

output, outcome, and impact levels, thereby contributing to better health, gains in gender equality,
environmental sustainability, and inclusive development. This could take the form of conditional
or unconditional cash transfers or results-based grants that provide cash incentives to eligible
households.

Continue to implement Feed-in-Tarifr projects: These are projects below 20 MW capacity for
all technologies except solar and wind. The latter are targeted to be procured through renewable

energy auctions. The feed-in-tariff projects are incentivized by pre-set tariff and expedited
procedures.

4.1.8 Clean cooking

The Government affrrms clean cooking as an important and priority component ofits development

agenda. ln light of this affirmation, and in response to various existing global and local
commitments such as SDGs, SEfoTALL and the NDC, the GoK commits to accelerate actions in

6 Covcmmart ofKenya (2018). Nrtional Encrgy Policy. Minisry of Encr$i.
hnos: ,Iplcro.kems,tull/BL,U'd(}lKrxlT Ni ural',.:OErcr{\ ei,foPoLc!"i2lx)crobcr'i l( F.:(lll ) 18. pdf
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Clean cooking targeting to achieve Universal Access to Modern Energy Cooking Services by
2028.

To expand the clean cooking market and ensure clean cooking for all, partial subsidies and

performance-based incentives are requircd to support affordability and pay for public benefits;
explore tiscal instruments that catalyse and spur market innovations that can deliver affordable
clean+ooking solutions at scale.

A range of incentives are desfued to unlock and accelerate the transition to modem and clean

cooking. The options that will be considered include:

Incentives for clean cooking fuels and technologies. The govemment will incentivize and

encoruage the production, access and use of clean cooking fuels and technologies. This will
irrclude targeted incentives across the clean cooking supply and demand value chains. The
inlervention measures will aim to enhance affordability, availability, safety, efficiency while
reducing exposure to household air pollution. Examples of appropriate innotative approaches

include "pay-as-you-go" or "pay-as-you-consume" models, and other innovative nrodels such as

the "Mwananchi gas" program and smart metering for LPC. These incentives will also support

efficient biomass conversion technologies and reduction of upfront costs of clean cooking
solutions.

Enabling Markets for clean cooking services: To ensure a sustainable and inclusive market
system for clean cooking solutions, there is need to develop standards, establish stove testing
infrastructwe across the country to supporl voluntary labelling and certification system and

regulations to incentivize local production of cooking products and curb the proliferation of
counterfeit imported prodtrcts.

lnvestment in R&D of renewable energr:The Govemment will support investment in Research,

Development and innovation on renewable energy as a means to close inherent information gaps

and embrace informed policy and decision mahng. This will also include incentive options for
private sector to conduct R&D.

lntegration ofcooking into national electrification programs: To support the mainstreaming of
electric cooking, it is imperative that cooking is embedded into electrification programs to leverage

from successes in both on and off-grid electrification. Towards this end, fiscal incentives could be

considered to promote the uptake ofelectric coohng. These would include duty exemptions and

VAT zero-rating for energy-ellicient e-Cooking appliances (such as electric pressure cookers) and

establishment of dedicated e-Cooking tariffs.
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4.1.9 Manufacturing

The policy seeks to incentivize greening of industries and investnents in manuhcturing and

production of green products to reduce the ernissions intensity of the manufacturing sector.

Incentives will be provided to manufacturcrs to undertake the product Life Cycle Assessmenl

(LCA) Impact Repor, to access green financing. In addition, the following fiscal incentives will
be considered:

Promote efficient management of production systems. The govemment will provide fiscal

incentives to the private sector for innovative production, acquisitron and use of efficient
machinery to optimize the use ofenergy, materials and reduce waste.

Develop eco-labelling schemes, An eco-label identifies products or services that meets prescribed

environmental criteria. The government will prioritize procurernent ofproducts and services that

are eco-labeled.

4.1.10 Transport

The Kenya govemment aims to use fiscal policy to promote sustainable transportation, both public

and private. The following are fiscal incentives to green the transportation seclor.

Promote mass rapid trrnsit: The governmenl will develop a national transitional plan to e-

mobility as well as other green transpon systems. This will irrclude shifting public expenditure in
the transpon sector toward sustainable mass rapid transport infrastructurc. This will contribute to
reducing emissions from the sector as well as reducing congestion and ineffciency in the public

transport system. This will be complernented with efforts to ensure that it is well-understood by
the lead implementors and the general public.

Incentives for electric vehicles. The govemment will provide incentives for import, manufacturc

and assembly of electric and hybrid motor vehicles, electric motorcycles, spare parts and EV
batteries. This wilI be necessary to support the transition toward low-emission and clean transport

systems. Options include tax incentives for electric vehicles, and the operationalization ofa feebate

system. The Government will shifi to procurement of electric vehicles over the medium term.

Expanslon of e-mobllity infrastructure. The govemment will put in place fiscal measures to

develop and expand infrastructure across the country to support e-mobility and non-motorized
transport.

Congestion charging. The govemment will explore development of a congestion charging

scheme in the cities.
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Development of alternative Eansport fuels. Incentivize production of altemative transport fuel
sources such as bio fuels (biogas, bioethanol, biol-PG, biodiesel) and green hydrogen.

4,l.l l Waste managem€nt

The government's actions in gr€ening waste management value chain will be consistent with the

Sustainable Waste Marugement Policy of 2021 and Sustainable Wast€ Managernent Policy Act,
2022. The govemment will provide the following fiscal aclions:

Development of Material Recovery Facilities (MRF). Provide incentives for waste recovery
facilities, circular economy, incentivize sanitary landfills and disincentivize dumpsites

Incentives for private sector engagement in waste management. The govemment will provide
incentives to promotg private sector involvement in the waste marBgement sector, including tax
incentives, removal of investment barriers, creation of a conducive investrnent climate, and
incentivize access to finance.

Encouraging circular business models. The government is keen in providing a range of
incentives to promote circular business models. These include incentivizing adoption of EPR
regulations, encourage recycling, offering prcferential use of recovered materials over virgin
materials, and promote the procurement and use of recycled goods. Support innovative waste to

energy technologies

4.2 Enhanced green linancial intermediation actions:

4,2.1 Green investment bank

1'he govemment will develop a greon investrnent bank tlut will provide a range of funding
instruments and associated incentives to support the public and private sector in overcoming
barriers to making green invesunents at scale. The institution will help address the perception

and/or reality that the capital costs and risks ofgreen investments are too high, and the retums too

Iow. lt would provide a range of financial instruments which could potentially inclode credit
guarantees, risk-reduction facilities, debt equity and blendedfinatce. It could also offer suppon
and exprtise to financing recipients and provide incentives to develop innovative financial
instruments such as green bonds, blue bonds, resilience bonds and transactions using carbon
credits-

The government will consult closely on the institutional design of a green investment bank.

Considerations include which sectors it might focus on, the extent to which it might provide

concessional versus market-priced capital, the products it might provide, and its appropriate
institutional home and govemance arrang€ments. The govemment curently expects that the new
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institution will be given a clear mandate to support climate change mitigation and adaptation and

green growth, but it will be important to ensure coherence with existing and planned funding
institutions in Kenya.

The government recognizes the imponance of developing robust govemance and accountability

mechanisms, and appropriate staffing structures, ifthe institution is to be successful in gaining the
confidence ofthe private sector and leveraging significant new capital flows. Throughout, we will
look to build on the growing international experience ofgreen investmenl banks observed across

the world, and the critical factors supporting their success.

There is a range of other complementary fiscal actions that the govemment intends to explore to
promote gr@n investrnents.

To direct investment to products and projects that have positive environmental impact, the
govemment will set up the Green Investment Register (GIR). The GIR will be a database of green

investments (building from a recent report, The landscape of Climate Finance in Kenya on the

road to Implementing Kenya's updated NDC, 202167), comprising national priority projects in the

green sector, Ilagship green projects and green public-private partnerships. Establishing this
database, and the information management system enabling investors to access it and intensive
resources mobilization, could potentially be early activities taken forward by Kenya Green

Investment Bank (KeGIB).

The govemment will promote green public procurement at national and county govemment level
by developing guidelines to include environmental parameters in procurcment.

The government will reform and increase financial support of research and development in the

innovation and production ofgreen technologies. Public funds that support green research, such

as NRF, NETFUND, and the Nationai Climate Change Fund (NCCF), will be capitalized and

expanded to support innovation and local production/assembly of green technologies, ensuring
complernenarity between these initiatives and KeCIB. Particular attention will be paid to research

on and development of baltery energy storage, energy optimization technologies, grid
infrastructure, light electric train, electric vehicles, trce growing and management, water
harvesting schemes, small to medium irrigation systems, green buildings, payment for ecosystem,
credit guarantees based on investors natue capital potential, demonstration projects and field
trials, and the expansion ofcharging inFastructure.

The government will work with industry leaders to identify grcen innovation and technology needs

and review the research policies and strategies in order to align them with prioritized green

67 CPI (2021) Thc Lmdscapc of Climalc Finalcc in K6ya. Avsilable al: httprJ/wwlr.climatcpolicyiniridivc.orS/trIblicarionthc-
landsctpc-of-climrie-fi nE|cc-in-kenya,/
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res€arch gaps and needs. The objective is to link companies and Esearch institutions and deepen

existing linkages and cooperation on projects.

The govemment will implement regulatory 'sandboxes' for innovators to cushion them during the
early dcvelopnent phase. Such sandboxes can allow greeo technology firms to test innovative
products, servioes or business models in a live market environment, whilc ensuring that suitable
protections are in place.

The goverunent will develop and providc finarcial and technical support to grcen innovation and

incubation hubs for innovators and nascent gre€n technologies.

The govemmert will esablish and finauce Green Special Economic Zone in all the 47 counties

thro,'gh KoGIB.

4.2.2 Carbon tex

Recognizing the ability ofcarbon taxes to both cost efficiendy redtrce GHG emissions and also to
provide a revenue stream that can be used to meot broa&r govomment objectives, the govemment

will explore the viability aud design ofa carbon tax in Kenya.
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CEAPTER 5: IMPLEMENTATION, COVERNANCE AND INSTITUTIONAL ARRANGEMENTS

As the implementation ofthe grceu fiscal incentive policy takes effect, it is essertial to establish a robust monitoring, evaluation, and

leaming &amework. This framework will enable the policy's impact to be closely monitore4 aod its effectiveness periodically evaluated

to draw essential lecsons that will enhance its efEcacy over time. The evolving market conte)d requires a flexible and adaptable approach

to govemance and institutional arratrgemeDts, and the policy's success will depcnd on the ability to respond to sha"ges ard ernerging

challenges. The matrix below provi&s an overview of the policy's implementation process.

Crcen invcstmsnt tank o Dcsigq dcvelop and instihnc a
groen invesmcd bank

. Dcvclop credit guaradec

iDslruncnts and schcmes to
cnhanc€ acccss to financ€ by
groen inve$meris

. Develop financing
mcc'hanisrnYinstruncnts to
support access to corcssional
crcdit lincs for grccn in\Estncots

. Consult on priority scctors for
grccn invc$mctts

. Develop a grccn rcgiscr and

information syslem of 6ioritized
Datiooal grecn invcshrcnb
ponfolio 0cgiUlity lis)

. Amount (KES) mobilizcd and

lcnt via grcrn invcstncnt bant
. GHG rcductions attibLtable

to grccn in\€sfirc[t b9r*
bv€sin€nts

. P€rc€otage increasc in green

iDvestne s

. Numbcr ofresilient
inFasrucures

. Number of bencficiarics
acccssing thc iDwsuncnt

. Capitalizatior lewls

oNT
e MOTI
. MOEF

Cross-cutting

.NT

. MOEF

erbon tax r Design and legislde fr carbon

tax in govcrrunent budget

. Decide carbon tax rate, cov€ragg
and how to allocdc rcr,sucs

o Rcvenues raised through
carboD tax

o GHG reductions achieved

through carbon tax
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raised and ccorpaiti vcncss

provisions
. Complctc instihrional

architectuc for monitoring and

compliance

Disaster Risk

Managcmsr[

Water and flood control

mca.sur6

. Fund flo'od conEol prdects in
releva counties

o Numbcr of flood conEd
projccts implcmcntcd

. WWDA

Promote ofcrop 8nd

livesock insurancc

. Dcvclop insura[ce produds to
augmcnt existing crop and

livesock insu'ance

o Numbcr of insrrancc Foducts
availablc to farmcrs

. Adoption ratc of insu'ance by
farmcrs

. IRA

.Nr

. NDMA

Disastcr risk firaocing o Includc financing insrultcnts io
relcvart guidclincs for cqnpanies
opcratiog in rdcvant sectas

. Disastcr risk financing
instrun€nts avafl able to
Karyan busincsscs

.NI

. DPs

. Privatc sectcr

Climdc infamdiotl
sarvic€s

. Allocatc additionsl funding fa
clirnatc information scrvices

. National covcragc f6 EWS

and other syserns

. MET

. MEF
Compensation frnd for
climate impads

. Esablish a comp€nsatioo fund to
providc funding to victims of
cl irDstc impads

. Budget allocdod to fiItld

. Per€cntagc of vulne'dblc
pcoplc with acc€ss to mcdical,

livesock and wcather-bascd

indcx insu'ance

. Pcrccntage of vulnsable
bcncficiaries coverrd

r NDMA
. Countics

FY
2A
23

Support commuDity-bascd

wcathcr monitoring fr
indigenous pcoplc

. hovide m€a€orological

information scrvices d thc cqlnty
levcl

. Co[duct fanncr bainin8 or thc
usc of mdeorological informdion
to plan thcir famiDg adivities

. Numbcr of esablishcd
metcordoSical monitaing
systcms

o Numbcr of farmcrs trained

. MOALFC
o MET

FY

21
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Warer and thc Blu€

Economy

Enhanc€ wat6 harvcsin&
storagc and flood
mitigation

. Implement fiscal rrasur€s to
rcducc acquisiti on/iDstallation

cost ofequipmeri us€d fcr c/atcr
harvcsing, scragc and flood-

miti gation infradructuc

. Amomt ofdew cquiplrot
sold to frrmcrs and

agricultural comparies

. NWHSA
o MOWSI
.Nr

Promotc wat€r cfficicncy o lnstitutc fiscal measurEs for
illnovatiorE aDd cquiFllcot that
promote cfficisd usc of wder

. Salcs ofwatcr-usc cfEcicnt
cquipmeflt

o MOWSI
. MOTI

Elimination of invasive

spccies

. Dcvclop fis€al policics to
errcouragc research ald
innovatiom on thc r-tili"rioi of
invasive sp"ci€s (suci as

byacinth and mathcngc weed) as

raw materials

. Amount of granls

commissioncd for rElcvant

rescarch

. MEF,

. MOTI

. KIRDI

komote suslainable

fishingand resordion of
coastal ccosygcms

. lmpose tax medures on largc-
scalc fishing companies and

tawlcrs to plcrlrotc srslainablc

fishing
. Implcment appropriate fiscal

policics for the lesl(ration of
slBllow coesal waGr

ecosystqns, such as mangro\cs,
tidal marshB and sca grass bcds

. Fish slock lcvcls

. Margrovc, tidal marsh and sea

grass area and carbon

sequcstral ion

. State Dcpt f6
Fisherics

. KFS

.NT

Rcstoration of dcgradcd

wctlards
. Dcvclop fiscal instrumcnts to

cncou.ragc p vatc s€clr
panicipation iD thc restoration of
degaded wdlands

. Number of private canpimies
e'ngagcd in wctlands

res{oration

. MEF
r NEMA
r MOWSI

Hcakh and

Sanitation

Combat inqeascd

incidcncc of Malaria

o Rescarch grams availcd fa bio-
control of mosquitoes

. Rescarch rcpcts idsntirying
mcthods and techniqlEs fcr
bio-cortsol of mosquitocs

r MOH
. KEMRJ

2v22-26t27 TBD
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Discouragc impropcr
handting of hazardous
weslc

. Promotc Foper mcthods d wastc

dis?osd
. lmpcsc hiShcr financial penalties

for impropcr disposal of
hazardous waste

r lncrcase in numbcr of
instituti ons adoFins propcr

wastc Eanag€mcrt
r lncrcascd collections per

defaulter fa impropcr

handl ing of hazardous

matcrials

. NEMA

. MEF

. KEBS

2v22-26t27 TBD

Promotc cncrgy cfficicncy
in hcalth facilitics

. Tax cxcmption for importation of
cncr$/-cfficicnt mcdi€l
cquipmefll

. Amount of importcd cner$.-
cfticjclrt Bcdical quipmcit

o NEMA
. MOH
. KEBS

2V22-26t27 TBD

Promore us ofplart-
bascd pesticidG

o Crrants for rcseach organic
p€slicidEs

. lnccntives for Foduction of
organic pesicidcs

r lncreascd local production of
orSanic pcsicides and rcduced
produaion of inorgmic
pesticides

. Growing armual proponiofl of
markct share using orgadc
pcslicidcs and r€duccd
proportiol using ioorgarfc
pcsicidcs

. KEBS
o PBK
. MOALFC

2U22-26t27 TBD

Suppon surveillance of
climatc-rclated herlth
risks

. hcreascd alleation for
survcillancc irFasEucttl.c
capacity

. Studics csnplctcd
documcntiog rcsults of
survcillancc of climde{cldod
hcalth risks

. Public invGt[tfits in
srrvcillance in&a.sructu'c

. MOH

. KEMRI

2 22-26t27 TBD

Foo4 Agricult[e
and Nutrition
srcurity

Waler-saving irrigation
systcms and sfatcgics

. Conduct counly cxtcnsion
rraining for famcrs on &ip
iniBation systams and strdegics
including &ficit inigaion and

partial rod dryiEg

. Numb€r ofcounty
govcmmelts thac adopt thc

agricultural !'aining undcr
their etrcnsaon activhi6

. MOWSI FY
202?,2023

TBD
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Crr€sn tcchrclos/ in crop
production

. lnccntivizc thc usc ofgre€n
tcchnoloE/ in agriculhr'al
plodudior - eledric truck,
fuitegrded qop managsnent

tcchnologr, organic farming

. Numbfi of county
govcmmErts that adopt thc

agricultural taining undcr
thcir c)dension activitics

. Salcs of dcctric tradors

.Nr
o MOALFC

FY
20242024

TBD

Cooperative developm€nt

for su$ainable aEricultuc
. Inc€ntivize coopfrative

dcvclopmctd thd suppons

sfficgics including land
consoli datioo and mcchanization

an4 hcncc, promcacs large-scale

crop production and value

addition

. Numbcr of fa-mas trained in
sustairBblc agricultur

. Acrcs ofland corEolidatcd
under coopcrdivcs

.NT

. MOALFC

FY
202?,2024

TBD

Land rehabilitdion . Explorc govcrDEenl foglams to
protcct and r€habilrde degraded

Iands

. Acres ofland r.habil arcd . MOEF,
MOAIFC

Livesock prodrcrion . Explore policies and ltscal
inc€ntivcs to Fomde adaptiv€

tccfurologies

. A8ricuhral Foductivity
(production pcr aqc of
paslurc)

. MOALFC

Forests, Wildlife
and Tourism

Promote trc€ planting . Considsr options fcr ffomcting
trec planting on public and

privatc lands, to reach lelo of
land covcrcd by fore.*

. Focsl covrr pcrcldagc of
toral land

. MOEF

Reduc€ pressue on
forests

. Promotc investnents in
sustaimble bioenergl and clear
cooking fuels

. Markst sharc of biocncrs/ as

cooking and hcating fuel

o MOEF

Ecological fi scal trandcrs . Explore EFfs as pan of funding
strates/ for coutty gove[mrelts

r Changc in dcforc$aion rae
by county

. MOEF

.NT
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Paymcnt fc ccosyccm
setvloas

. Irv6tiSatc devclopmcd of PEs
program for Kcnya

. Pcrcsntagc of forcrccd land
rc61orcd or undcr fonaal
protcction

. MOEF
oNT

Integrate aforesation and

reforestation Lto carbo[
tar design

. Evaluatc irElusion of
afforc$ation or reforcstaiur
projacts in national csrbon tax
(s€e abovc)

o GHGs rcduccd through carbon

offsct Fojcds uscd to mcEt

carbotr tax Iiability

. MOEF
rNT

Futhcr suppcrt

ecotourism

. Rcvicw ccotourism poticies for
n€w inccntivcs to fr[th€r promcae

ccotoudsm

. Tourists survcyed as visiting
Kcnya for ccotou'ism

o MTW

Human Sdtlcmdts
and lnfiastructurc

E bancc thc climdc
rcsilieocc of roads

. Amald thc ,oads dcsign to
include 'roads fq water' conc€E

. Sensitizati on of rmd cootraclors
to ncw construction apFoachcs

. &nendcd ,oads dcsign to
include fa 'rsds fa warer'

conccPt

e Pcrccntage ofroad corlractors
adoPing rcsilicrt constuctior
and mainenancc mahods

oNT
. State

Dcpafimcds
for
lnfrastnrdure

FY

202212023

TBD

Intcgrstc thc circular
ccollomy irto
fufrafudurc
dovclopmcd

o Providc tax inc+rtivcs for
bui lding matcrials lcally
manufadurcd using mcrc than

50% rccyclod contenl h thcir
productior

. Usc ofrccfcl€d contcrl in
new building consruction

oNT
. state

DcpartEGds
for
Infrastmaure

FY
20242021

TBD

Suppofl thc circular
cconomy in consrudion

r Inclusion of climac-resiliencc
critEia in Public lovestmeff
guidclircs for funding

infradrudurc Xrojects

. Climdc-rcilisncc caitcria

$tablished in thc Pubtic

Investmcnt guidclincs and ratc

of sdoption by infrasfucture
dcvclopcrs

o NT and

implernenting
agsncies

FY
202U2022

0

Support grceo building
dcvelopDcnt

. Providc inccdivcs to m€€t grcrn
buildings specifi caiorr and code

. Dcvelop tax incntiEs to
facilitdc solar pNsive srudurcs

. Budgctary allocation toward
grccn building inccrti'cs

. Pgccntage ofrcw building
dcvclopmcds consistcrd with
grecn spccificatiors and codc

.Nr
O KRA
r East African

Community

a
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. Fiscal incentivG to cncouragc

s€tting constuction wsstd
matsrials rc-use facilitics

. Incsrtivcs for impatdion/ local
manufadurc and salc ofwder-
saving dcvices

Elcctricrty Phasc out fossil-bascd

thcrmal cnq$r.
. Minisry of EnEgy to idcntifo

thcrmal pows plants that requiE
phas€-out

. Ncgotiatc with independcnt

power poviders fc a muual plao

for phasc-oli
. Accclcratc dsvelopme ofgreen

power generation options

. Acc€lcrat€ thc proccss of
hybridi zrion ofthc cxistiry
isolacd pow€r stations with
solar/wird

. Numbsr ofpower plads with
agrecd timdincs for phasc-out

o MOE
. MOITE
eNT
. County

govcmmenb

Support gcoth.rmal

devclopmcnt

r Provide concessional funding cr
public support to Fe-i nYestnent
geothermal resource assessmenls

. Funds mobilized allocated for
geothcrmal dcvelopments

o MOE
O MOITE
.Nr

Bpard off-grid clcdricity
soludons

. Consider tax ocmpions ard
credits for off-grid renewable
glerB/ installdions

. Of-grid renewable €nergJi

installed and connected

@Pscity

o MOE
o MOITE
oNT

lncentivcs for elcdricity
connection

. DesiSn consumer-level incentives

thst prfrnote eledricity
comectivity

o Number of households

connected to electricity grid

. MOE

.Nr
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Clean Cooking lncentives for clean

cooking fuels and

tcchnologies

e Consider tax cxcmptions or
waivers for companies producing

clean croking tcchrclogies

. Clern cooking technologies as

I perccntage of household

cooking fuel l'Ee

.NT

Enhancc public awarcrrss . Build consum€r awarcless
campaign about berefib ofclean
cooking technologie

r Consumer adoption of clean

cooking technologies

. MOE

Hamess innovaive
financial mo&ls

. DesiSn p8y-as-you-go or pay-as-
you-consume modsls for clean

cooking appliances

o Sales of clean cooking
appliances using innovative
finsncing

.Nr
o MOE

Manufactuing Promotc Gfficicri
managcmcd production

systcrns

. Promotc private sedor use of
e'nerBr-effi cierrt machi ncry

. Adoption of ener$/-emcient
machin€ry models

. MOITE

Devclop eco-labclling

schcmcs

. Develop green standards and eco-

labelling for products and scrvices

. Creen stsndar& developed and
implonenrcd

. KEBS

Develop Eco.Industrial
Parts (EIPs) or green

zones

Providc fiscal imenlives to

Promotc EIPS

Designated zones for EIPS a
green zones

MtTl

Develop a national
gr€cn msDufrcturing
strategy

Dcvclop a policy to green Kenyan
industries

Green indusrial policy

dcveloped

MITI

Grcen Public

Pmcuament

. lntcgrate glcen procurdacnt into
procursment laws

Integrdion ofglr€n
procuremem into existing law
on procurement

Natiooal Treasury

TraDspon homotc elccric mass

transit
Shift public expardltu'e toward
clecEic mass transit

Government investment in
elect'ic public tr8nsportation

o MOT

lnccntives for eledric
vehicles

ProYide incsfiv6 for thc impon,
manufaaurc and assembly of
clecrric aad hyhid motor

. Electric vehicle sales

. Manufactu'ing capacity within
clechic vehicle supply chain

. MOT
rNT
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t

o

vchiclcs, motaryclcs and thcir
spSrc pans

Suppofl for charging

infrasructurc
Off6 inccrtives for dcdric
Yehiclc aod c-motilty
infragructure

Number of eleclric vehicle

chargers installed

o MOT
oNT

Congestion charging Explorc congcsion charging iD

major citics
Congesrion charging schemes

adopted

Changes in raffic following
implernorarion of congeoion
charge

govBmmcnts

a

a

NT
City

Trans?ort fuel taxation Considcr changcs in tansport fud
tar rate, panicularly in
combindion with carbon tax

Fuel-use changes compa'cd to
grouh in vehicle miles

trleled

.NT

. MOT

Wastc rnamgemcll Devclop a comprchcnsi vc
financing s-trdt€S/

Esablish a rvasc maaagcrncar

fund mechanism to inccDtivizc
susaimblc appoachcs a6 part of
a broads finance strategy

Funds distibuted to
sustaimble wasl€ management

companies

o MOEF
oNT

lnccotives for privdc
scclor engagement in
waslc ma[agement

o Explorc incsrtivcs to encou-age
priYatc se€ta firrB into wast€

managcmcnl s€dor

Number of pri vate fi rms

operating in \.vaste

msnagemert and meeting

sustairabi lity c.iteria

e MOEF
. l.IT

Effluart fce chagcs Coasidcr cfflusr[ fccs to prornotc
grecncr wastc managcment

Rcvcnue raised through
emuent ch&tes

MOEF

NT

a

a

Encouraging circula
busincss modcls

Explorc circula business modd
incctrtivcs

Rate ofrecycling anong
Kenyan households and

businesses

MOEF

t{T
a

a
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GLOSSARY

BAU
BOD
Cat DDO
CEEC

CIDPs
CO:
CSA
DP

EFTs

FDI
FLt oCA
GDP

GHG

HAP

HSNP

IFC

IRA
KAIRMP
KAM
K.EBS

KEGIB
KEMRI
KENIA
KES
KESP

K-FS

KIPPRA

KIRDI
KLIP
KRA
LPG
LULUCF
ME
MET
MIP-

Business As Usual
Biological Oxygen Demand

Catastrophe Deferred Draw Down Option
Center for Errrgy Efficiency and Conservation

County Integrated Development Plans

Carbon Dioxide
Climate Smart Agriculture
Development partner

Ecological Fiscal Transfers

Foreign Direct Investrnent

Financing [,ocallyJed Climate Action
Gross Domestic Product

Green House Cas

Household Air Pollution
Hunger Safety Net Program

Intemational Firunce Corporation
Irsurance Regulatory Authority
Kenya Agriculture and Crop Insurance Management Program
Kenya Association of Manufac turers

Kenya Bureau of Standards

Kenya Green lnvestment Bank

Kenya Medical Research Institute

Kenya National Innovation Agency

Kenya Shillings
Kenya Environmental Sanitation and Hygiene Policy
Kenya Fisheries Service

Kenya Institute of Public Policy Research and Analysis
Kenya Industrial Research and Development lnstitute
Kenya Livestock lnsurance Program

Kenya Revenue Authority
Liquified Petroleum Gas

land-use change and forestry

Ministry of Energy

Kenya Meteorological Deparfnent
Incentives Program for the Improvement of Municipal
Management

Ministry of Agriculture, Livestock, Fisheries and Cooperalives
Ministry of Environment and Forestry

MoALFC
MoEF
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a MoH
MoITE
MoT
MoTI
MoWSI
MTPs
MTW
NACOSTI
NAMA
NCCAPs
NDC
NDMA
NEMA
NEMA
NRF
NT
NWHSA
PBK
PET

PIM
R&D
SDG

T2GS

TACs
TSOF
TSS

UNEP

UNIDO
USA
USD
VAT
VoCA
wIw
wHo
WWDA

Ministry of Health
Mrnistry of Industrializatron, Tradc and Enterprisc
Ministry of Transport

Minisn-y of Trade and Industry
Ministry of Watcr, Saniation and Imgation
Mcdrum Tcrm Plans

Mrrustry of Tounsm and Wildhfe
Nahonal Commrssion for Screncc, Tcchnology and Innovation

Natronal Appropnate Mitigation Action
Natronal Chmate Changc Acbon Plans

Nationally Dctermrned Contributions

National Drought Marugcmcnt Authority
National Environment Managcment Authonty
National Envrronment ManaScmcnt Authority
National Rcscarch Fund

Natronal Treasury

National Watcr Harvestrng and Storagc Authonty
Pyrethrum Board of Kcnya
polyethylenc tercphthalatc

Publ ic [nvcstrncnt Mana gcmcnt.

Rcscarch and Dcvclopmcnt
Sustainablc Devclopment Goals

Trcc Growrng Guarantcc Schsrne

Total Allowable Catchcs

Tkee Stonc Open Frrc

Total suspcndcd Solids

Unitcd Nations Enumnment Programme

Unitcd Nations Industrial Organization

Unitcd Statcs of Amcrica
Unitcd Statcs Dollar
Valuc Addcd Tax
Voluntary Conservation Agrecmcnts
Workrng for Watcr
World Health Organiztron
Water Works Dcvelopmcnt Agcncy

(
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