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EXECUTI\IE SUX{MARY
Kenya's development aspirations are enunciated in \rision 2030 deveiopment blueprint anchored
on economic, social and poiitical pillars that seek to achieve the following: (i) promote peace,

security and good governance as central prerequisites for sustainable development; (ii) support
regional integration, trade and interconnectivity to promote economic development; and (iii)
improrre access to health, education and other basic social services inciuciing protection of the
environment to achieve MDGs goals.

Regional integration is an important component of Kenya's foreign poticy though it received
marginal attention in Vision 2030. In spite of Kenya's active participation in the implementation
of the programs and projects of various Regional Economic Communities (RECs)/Regional
Integration Groupings (RIGs) including the EAC, COMESA and IGAD; there is no strategy,in
place to coordinate the efforts.

The rationale for the regionai integration strateg), in addition to strengthening conventional
corporation will also act as a development policy instrument; to faciiitate timeiy implementation
of the regional commitments including identifying critical capacity gaps for enhancement. it wili
leverage Kenya's strength in providing leadership in regionai integration; facilitate market access

and additional investment opportunities.

Tire strategy will also prioritise key sectors of intervention that promote linkages, diversification,
specialisation and complementarity with other Regional Partners, and enhance inciusive growth
and development within the RECs. In the end regional integration will result in stronger voice of
a regional bloc, efficiency through competition, increased credibility of national policies that are
locked in a regional framework and the positive neighbourhood effects.

The main objective of Kenya's Regional Integration Strategy is to facilitate a government-rnide
approach to regional integration. The strategy will take cognisance of competitiveness and the
attendant aspects of business environment including peace and security, cost of production and

relates transaction costs, diversification of product range and efficiency of backbone services as

well as value added (VA) economic activities, and vaiue chains u,ith strong forward and

backward linkages.

Kenya's regional integration agenda is underpinned by a number of multilateral frameworks, key
among them being the WTO and CITES. Other complementary multilateral agreements relate to
labour and human rights including cultural heritage, com:ption, gender equality and

democratisation; environment, investment, Competition, Transparency in government
procurement, Electronic commerce. At the regional level, Ken1,a is engaged in EAC, COMESA.
IGAD and IOC. At the bilateral level Kenya is active within the SSA-AGOA and ACP/EPA
agreements. I\4any more bilateral agreements have been entered into at country level.
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Kenya has registered major milestones/achievements in the context of the projects and programs

being implemented by the various government departments. In the area of governance, justice

and order, domestication of substantial regional commitments have been made. These include

reforms to effect liberalization, reviews of trade and investment frameworks, immigration laws

and extensive peace and security interventions in the region. Other achievements inciude

re'ieu,ing approach to international relations with the deepening regional integration, building of

institutions and capacities of implementers and institutionalizing u,ider stakeholder involvement'

Other achievements include the changed status from further regional integration initiatives.

These include transformations into regional and corporate hub, transport hub for air transport,

financial sector and diplomatic capital.

The immediate impact of the regional integration efforts for Kenya include expansion and

diversification of the export basket, stability of the revenue base and policy environment,

deepening financial sectors with a number of Kenyan investors expanding their operations into

the region, more specifically the banks, supermarkets and employment opportunities' Kenya

also benefitted from expanded employment opportunities. Joint regional priority setting across

economic enablers-transport infrastructure, ICT and telecommunication, energy generation, and

human resource development have in deepening regional integration for the benefit of all partner

states. The expectations from the new constitution re-enforce achievements of the obligations of

the different RECs.

The key challenges Kenya faced in the implementation of the regional integration relate to the

inadequate coordination mechanisms from fragmented implementing institutional frameworks,

conflicting commitments under the different RECs, delays in the domestication of the policy and

reguiatory frameworks. Worse still is the limited role of the national Parliament in matters of

regional integration. Other impediments to regional integration are the plethora of NTBs,

inadequate infi.astructure connectivity, limited access to affordable energy, insecurity, perennial

food shortages and environment challenges. On the social scene are the terrorist and piracy

activities, unemployment, human traffrcking, and the effects of climate change. More could

have been achieved with a regional strategy in place.

Accordingly, the regional integration strategy shall be underpinned b1, the principles of market

access for economic development, solidarity and mutual benefit, national security and

sovereigntS, including wide stakeholder involvement. Kenya's elements of regional integration

strategy include economic priorities, social welfare and political stability, institutional

framework for coordination and collaboration including mainstreaming the roie of Parliament in

regional integration matters. Other critical elements include investment in trade facilitation for

enhanced competitiyeness and suppll, capacities in order to benefit from expanded market

access, iltegrating SIr4Es into the relevant regional and global value chains, support for cross

border infrastructure connectivity and promotion of enabling policy and regulatorY gnvllsrunsnl

to reduce trade finance and information costs.
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At the end of the day, the regional strategy shall contribute to the market and product
diversification, stability of the macroeconomic fundamentals in positioning Kenya as a regional
service hub. This will allow Kenya leverage other regional and international resources for its
own benefit. More importantly is the improvement of the efficiency of the backbone sen,ices
which should be benchmarked to intemational best practice. For this reason, Keny2'5 regional
integration efforts shall be underpinned by the EAC REC. The monitoring and impact
assessrnent of the regional integration programmes shall be carried out within the existing
go\/erunent frameworks.
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CHAPTER OI,[E

1.0 INTRODUCTION

1.1. Background/Context
Kenya's development aspirations are enunciated in Vision 2030 development blueprint. The

blueprint has three pillars, namely; economic, social and political pillars that seek to achieve the

following: (i) promote peace, security and good governance as central prerequisites for

sustainable development; (ii) support trade and interconnectivity to promote economic

development; and (iii) improve access to health, education and other basic social services

including protection of the environment to achieve MDGs goals. The Vision is anchored on a

market based economy u,hich prioritises macroeconomic stability; continuity in governance

reforms; enhanced equity and wealth creation opportunities for the poor; development of

infrastructure, energy, science, technology and innovation (STi); land reform; human resourc'es

development; security and public sector reforms.

Regional integration is an important component of Kenya's foreign policy although it is not u'ell

arricuiated in Vision 2030. Kenya has thus actively participated in the implementation of the

programs and projects of various Regional Economic Communities (RECs)/Regional Integration

Groupings (RIGs) including the EAC, COMESA and IGAD. This is consistent u'ith

internationai practice where regional economic groupings underpin global connectivity in both

production and trade. Hitherto, Kenya has benefitted from the EAC Customs Union and

Common Market and COMESA Free Trade Area (FTA) trade regimes which came into effect in

the last decade (Table 1.1).

Establishment of a monetarl'
unl0n

L

Table 1.1: Milestones for the AEC, EAC, COMESA' IGAD and SADC RECs
Milestone AEC EAC COMESA SADC IGAD IOC
Establishment of a free trade
area

2014 2000* 2008 2011 NA

Establishment of a customs

union
2016 2005 * 2009 2010 NA

Establishment of a colnmon
market

2420 2010* 20t4 2015 NA NA

2A25 z0t2 201 8 20t6 NA NA

Establishment
central bank
curTencY

of
with

common
common

2015 201 8 2016

Establishment of a Political
federation

20ts NA NA NA NA

African Economic Community 2028
Source: kEC Treaties and Protocols



Consequently, Keny4'5 exports have dominated the regional markets, with manufactures
accessing outlets hitherto not available in the traditional export markets. Kenya's exports to both
the resional markets and other African countries constitute nearly half of its total exports; with
EAC and COMESA accounting for more than 80 percent. Available data however shows that
intra-EAC merchandize exports are around 19% while intra-COMESA-trade are about 7yo of
total exports of the regions. Kenya plays an important contribution to this. This achievement has
been made even though Kenya has not developed a regional integration sffategy to guide its
approach in accessing the opportunities in regional markets. The proposed strategy will lead to
faster implementation of the customs union and common market in EAC and COMESA and thus
to move them closer to around 80% intra-regional trade that the EU was one it embraced a
monetaq, union.

An analysis of the Vision 2030 document shou,s that regional integration and EAC in particular
are given a marginal importance (each mentioned three times in a document of 180 pp). Thus
u'hile regional integration is an important element of Kenya's policy, this is not reflected in the
Vision 2030. The development of regionai integration strategy and an implementation
framewori</plan for Kenya is therefore expected fill this gap in rrision 2030.

The full implementation of the strategy will open up more opportunities to trade, FDI inflou,s
and subsequent wealth and empioyment creation. The strateg), will address the challenges of
conflicting commitments from the different RECs with varying degrees of integration. The
conflicts are in respect of institutional targets and miiestones; overlapping membership and
divergent impiementation time lines resulting in incoherent trade polic),, inefficient resource use
due to duplication of effort; and lost opportunities in tapping into the u,ider markets.

1.2. Rationale for the Strategy
Kenya requires a Regional lntegration Strategy for several reasons. First, it acts as reaffirmation
of Kenya's commitment to improve its relations ra,ith regional neighbours and other African
countries beyond conrrentional cooperation. Second, creating a framework through which
Kenya's strengths can be optimized effectivel), to becorne the main driver for deeper regional
integration in the region and Africa.

Third, as a development policy instrument, regional integration facilitates market access and
investment opportunities for the private sector, u,hiie also enhancing prospects for attaining
Vision 2030 growth target. Ken1,a shall tlius seek acoess to rau' materials. rnarkets ancl trade
rolttL-s that it cannot achieve thlough ordinary, diplorlacy. This u,ill be done via 'spheres o1'

influence' especialJy u,ith respect tol promotion of .joint econornic development. pronrorion and
protectiotr ol'investntents as well as securing destination 1br Kenl'a's cxpc-nise in various fields
includins education. touristr arid medicines. In aclditiorr. it creales tlre nromentum for deepenine
financial sector refbnls supporti\/e of a gloLraljsed business envirorrmenl. Tirese inclucie
potentials in strategic paftnerships leadine to expaurded capacities fbr diversified value added
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high technology and knorvledge intense trade and investment opportunities in goods and

sen ices. This has potential for improved welfare, social and political cohesion of the people of

the region.

Fourth, it aims at actualising Kenya's role as the bridge between the regions of East and Central

Africa as well as the Hom Africa. in this regard, the strategy is intended to catalyze action for

regional infrastructural projects of mutual benefit, and which result in enhanced connectivity and

reduced transport costs; access to affordable environment friendly energy; and, compliance with

international/multilateral commitments to mitigate the impacts of climate change.

Fifth, the strategy aims at accelerating the implementation of the various regional and bilateral

agreements that seek to expand economic ties and increase the volume of cross border trade and

investments. Towards this end, the strategy shall leverage Kenya's vantage position and sphere

of influence in brokering regional peace and security interventions, a relatively well developed

democratic infrastructwe, systems and processes facilitating wide stakeholder participation. In

addition the strategy will invoke various safeguard provisions to protect Kenya's investment

interests that spread across the continent'

Sixth, the strategy will, in addition to investing in the requisite capacities and competences to

take advantage of the available opportunities, it will prioritise key sectors of intervention that

promote linkages, diversification, speciaiisation and complementarity with other Regional

Partners, and enhance inciusive grouth and development within the RECs. Towards this end,

the strategy will also expiore ways and means of facilitating private sector to step up their supply

capacities to meet the regional market demands and take advantage of the emerging market

opportunities, Such priority interventions have the potential to generate maximum benefit in

employment and equitabie income generation.

Finally, the strategy wiil facilitate greater realization of other important positive impacts of
regional integration such as: stronger voice of a regional bloc, efficiency through competition,

increased credibility of nationai policies that are locked in a regional framework and the positive

nei ghbourhoo d effects.

1.3. Objectives of the StrategY

The main objective of Kenya's Regional Integration Strategy is to facilitate a government-wide

approach to regional integration. The strategy aims at fostering a policy, legal, regulatory and an

institutional environment critical for expedited and sequenced impiementation of regional

policies, projects and programmes, while not oniy enhancing the country's market access in the

region, but aiso giving it a lead role on regional integration. Successfui impiementation of the

Strategy u,ould lead to the mainstreaming of regional integration in the country's national

planning within the context of the development of the second medium term, plan (MTP) for the

period 2013-18.
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By ensuring coherence in regional integration, the Strategy u,ill proi,ide the countriz v7l1[

numerous opportunities and benefits including: increased access to larger markets for trade and

investments, lower costs of doing business. improrrements in infrastructure, free movement of
persons and enhanced peace and security within the region. In a nutshell, the strategy'*,ill take
cognisance of competitiveness and the attendant aspects of business environment including
peace and security, cost of production, diversification of product range and efflciency of
backbone services as well as vaiue added (VA), and value chains with strong forward and
backward linkages.

Ultimately, the Strategy will act as a blue print of how Kenya u,ill seamlessl5, implement
regional decisions, policies, programmes and projects, and thereb),. optimise and deepen its
regional integration endeavours as part of the globalising World. The strategy wiil provide the
relevant input for the preparation of a Sessional paper/policy on regional integration that seeks to
establish a holistic framework for regional integration; putting the constituent eiements of
integration into a single framework, with an implementation plan on the goals to be reached, and
expected contributions from all stakeholders.

The National Policy on regionai integration will in particular attempt to make the management of
the integration process more effective and efficient and to ensure that the regional integration
activities contributes to Kenya' goal of becoming a middle-income countrl, by 2030. The policy
also seeks to enable Kenya react adequately to regionai and global initiatives, decisions and other
actions, as well as position Kenya to be proactive on critical issues, including remedial and
mitigating action in order to safeguard its national interests.

The strategy u,ill address go\/emment's coordination & management of the Regional integration
Affairs and functions which are currentiy disaggregated, domiciled and managed in at least four
ministries. COMESA is managed from the Ministry of Trade; EAC, in the Ministry of East
African Community Affairs; Intergovernmental Authorit5, on Development (IGAD), in the
Ministry of Foreign Affairs; and Kenya-South Sudan Liaison Office, (KESSULO), in the Office
of the President.
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CHAPTER TWO

2.0 KE}{YA'S REGIONAL INTEGRATION DEVELOPMENTS- STATE OF PLAY

2.1 Oven,iew of Regional Integration in Kenya

Kenya has approached and participated in regional integration matters over the last two decades

through different regional trading arrangements and integration agreements. While regional

partners' with who Kenya participates in regional integration have common objectives as

enunciated in the various treaties and protocols, the country aims at positioning itself as a

regional leader in all fronts of regional integration and particularly in the provision of services,

which presently underlie Kenya's strength in the region. In the context of Vision 2030, Kenya

anticipates to leverage its strength in the services sectors to become a regional hub. Kenya's

regional integration initiatives are underpinned by a number of regional and multilateral

obligations and commitments to which it belongs.

2.1.1 Multilateral Commilments

The World Trade Organization (WTO, 1995) Rules based disciplined mechanisms of trade in

goods and services are founded on the multitateral trading system, taking into account the need

for development. To ensure smooth flow of business, the WTO member countries, Kenya as a

founder member included, apply the same rules in the formulation of their trade policies and

agreements. The WTO trade rules are underpinned by five principles of non-discrimination,

reciprocity, enforceable commitments, transparency, and safety valves. These are reflected in

the agreements on agriculture, textiies and clothing, banking, telecommunications, government

purchases, industrial standards and product safety, food sanitation regulations, inteilectual

property, and much more.

Kenya's trade policy is anchored on the principles and objectives of the WTO. Towards this

end, both regional and bilateral agreements, that Kenya is signatory to, subscribe to most

favoured nations (MFN) and national treatment (NT) principles of equal treatment of all trading

partners, enforcement of common and predictable international standards with full information

disclosures supportive of competition.

Other multilateral agreements impacting on trade and investment to which Kenya belongs are

deliberated outside the formal WTO mechanisms. These include Trade and the environment,

Trade and investment, Finance, Security, Competition, Transparency in government

procurement, Trade "facilitation, Electronic commerce, Trade and labour rights, human rights

including cultwal heritage, comrption, gender equality and democratisation, Other conventions

include International Trade on Endangered Species (CITES) on covered products that require

5



prior authorization b), the Govemment before exportation. In the case of Kenya, this inciudes
endangered wildlife and exotic plants.

2.1.2 Regional Commitments
The regional integration agenda and strategies employed vary across the different RECs (Box i).
Under the EAC treaty (2000), Kenya's obligations encompass a wide spectrum of catchment
areas that entail deepening economic, social, cultural and political integration at regional and
global levels for the enhancement of competitiveness and development resulting in the wellbeing
of the people of the region.

Through a gradual process, parties to EAC would gradually liberaiise their economies through
"the establishment of a Customs Union, a Common Market, subsequently a Monetary Union and
ultimatell, a Political Federation in order to strengthen and regulate the industrial, commercial,
infrastructural, cultural, social, political and other relations of the Partner States to the end that
there shall be accelerated, harmonious and balanced deveiopment and sustained expansion of
economic activities, the benefit of u,hich shall be equitably shared". This is actualized through
protocols, adoption of common policies and regulations, master pians and sectoral strategies
subscribed by u,ide stakeholders.

The obligations under the COII'IESA Treaty (1994) are anchored on sustainable economic
development aspirations of trade and inrzestments, promotion of peace, securiry and stability
culminating in the establishment of the African Economic Community. This would be achieved
through gradual convergence of the economies via establishment of the customs union, common
market and monetary union; with strong emphasis on trade faciiitation; strengthening the
productive sectors, in particular agriculture, tourism and industry; harmonization of transport and
communications poiicies; elimination of restrictions on freedom of movement of persons and
workers and trade in services; and joint infrastructure development.

IGAD Treaty (1986 rev 1995) diversified its obligations to promote peace, security and

economic development. The IGAD trade and development agenda is to be harmonized u,ithin
the EAC and COMESA integration frameu,orks. The Indian Ocean Commission (lOC) in its
advocacy of environmental conserrzations of the small Indian Ocean islands undeftakes
leadership in the conservation of the fisheries. Kenya among Indian Ocean coastal countries is a
member of IOC for purposes of sustainable exploitation of the fisheries resources for the benefit
of the countries involved.

5
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2.1.3 Bilateral Agreements
in addition to being a member of several RECs/RIGs, Kenya maintains bilateral trade
agreements with a number countries including: Argentine, Bangladesh, Bulgaria, China, the
former Czech and Slovak Repubiic, Djibouti, Egypt, Ethiopia, India, Iran, Lesotho, Nigeria,
Pakistan, Poland, Romania, Rwanda, Republic of Korea, Sudan, Tanzarria, Thailand, the former
U S S R, the former Yugosiavia, Zarnbia and Zimbabwe.

Under these agreements, according to WTO (2000), Kenya and its contracting partners accord
each other the MFN treatment in all matters u,ith respect to their mutual trade relations. These
agreements have been used as instruments for promoting trade and improving economic relations
between Kenya and these countries. However. some of them have not been fully implemented.
For instance, Kenya has several bilateral agreements with Ethiopia some of which have been
agreed but not signed while others have been signed but not yet fully implemented.

2.2 Achievements
In general, Kenya has registered major milestones/achievements in the context of the projects
and programs being implemented by the various goverrment departments. It has equally faced a

number of challenges; u,hich include national, regional and global commitments inhibiting
Ken5,a's effective regional integration. In order to review the 'State of Pla5,', the govemment
departments are grouped into sector working groups (SVzGs)t consisting of: (i) Governance
Justice, Law and Order; (ii) Parliament; (iii) (ii) Public Administration, International Relations
and Special Programmes; (iv) Trade, Tourism, Finance and Industry; (r,) Physical Infrastructure;
(vi) Agriculture, Environment and Water; and (r,ii) Human Resources Development, Research.

Innovation and Technology,.

2,2.1 Governance, Justice, Law and Order GLLO)

2.2.1.1 Treaties and Related Instruments
The treaties and related instruments of implementation provide the complementary regional
platforms u,ithin which social justice and equiti, as well as other aspects of vulnerability are

addressed in the context of peace and security, defense; governance u,ith respect to democrac)/,
equit1,, human rights and rule of law: affirmative action and freedom of movement, employrnent
and association (EAC Art.7 (2), 104, 120; COMESA Art 5(2), 154, 155; IGAD Afi7,13, 18).

These legal and justice provisions also complement regional trade and investment commitments
aligned to international and multilateral provisions of national treatment and non-discrimination.

Kenya has made a great effort to meet all obligations under the various RECsIRIGs (EAC,
COMESA, IGAD) as defined in the constitutive treaties setting them up and the related protocols

8

1 
See Annex I for the MDAs in each SVIG



and declarations operationalizing the commitments thereof. Consequently, Kenya has achieved

kei, 6i1..rones in the governance, justice, Iaw and order (GJLO) among the RECs. Nevertheless,

more rernains to be done to fully align the regional treaties/protocols with the domestic

legal/regulatory regimes for the full implementation of the CU and CM. Kenya has been active

in aligning its poiicy and regulatory frameworks with regional commitments in order to

safeguard its national interest given the fact that Kenyan firms are dominant players in the

regional market.

In the area of trade liberalization and trade facilitation, Kenya reviewed its trade frameworks to

incorporate regional integration on incremental basis. This was done through regular review of

policies and regulatory frameworks to take on board commitments acceded to in order to

domesticate legal instruments in support of trade liberaiization and trade facilitation instruments.

With the coming into entry of the COMESA FTA in 2000, the trade policy and tariff regimes

were reviewed to take into account reciprocity enshrined in the COMESA FTA arrangements. In

2005 with the coming into entry of the EAC CU, the trade policy and support legal and

regulatory instruments were amended to reflect the overhang commitments in the CU. These

have undergone further review with the coming into force of the EAC CM in 2010' The Kenyan

trade regime is underpinned by the EAC zu framework. Kenya's foreign trade policy is now

pursued through the EAC framework. For example, the EPA, AGOA and CES tripartite are

negotiated under the EAC framework.

\llhile visa relaxations and adoption of common travel documents had been undertaken from the

start with the signing of the respective REC agreements, enhanced cooperation in the case of

EAC has been entrenched with the coming into force of the C\4 in 2010. At the operational

ievel, the adoption of the EAC passport and related regional travel documents has made it a lot

easier for the movement of persons and workers in EAC. In operationalising the Kenyan

Constitution (2010), the Kenya Citizens and Foreign Nationals Management Sen'ice (KCFNMS)

Act2011 and the Kenya Citizenship and Immigration Act (KCIA) 2011 create the legal and

institutional framework for the operationalisation of all matters of free movement of persons and

immigration. This in part takes into account the EAC CM commitments.

The work permit requirements in Kenya, Uganda and Rwanda for regional citizens are less

stringent making it possible for citizens of the region to seek employment across the EAC. Other

EAC CM commitments are covered in the investment acts. These inciude Customs and Excise

Act (472 rev 2000), Investment Promotion Act, 2004 and foreign investment act among a

number of other enabling acts. in addition to EAC and COMESA the regional courts handling

disputes arising from the implementation of the commitments of the regional treaties, with the

Kenl,an judicial system upholding regionai court decisions thereof'

9



2.2.1.2 Governance Reforms Including New Constitutional Order
The 2008 EAC Framework Action Plan on Protection of Human Rights in East Africa in
compliance with Paris Principles orr National lluman Rights incorporating free and fair elections,
has been domesticated ra,ithin the neu, constitution (2010). Matters of affrrmative action
including gender equality within EAC and COMESA frameworks have also been well articuiated
in the new Kenya constitution. Kenya enjol,s a participator!,democracy and poiitical piuralism.
The Constitution has addressed important issues such as electoral reform, human rights,
presidential powers and the country'5 regional and district administration. Many sovernance
reforms that fall under the GJLO sector Reform Programme have been successfully coordinated
by I(enya's Ministry of Justice and Constitutionai Affairs.

The programmes have and continue to focus on policy and legal reform and strengthening
governance institutions. Further, the easing of the movement of people, senice and labour has

created enornous opportunities for Kenyan's in particular. The three million plus Kenyans in
diaspora, half of who are in Africa and gainful employment u,ill benefit from the provisions of
the new Constitution and ongoing reforms within the RECs as the5, progress into the CM and

CES FTA Tripartite stage of integration. The regional reforms target mainll, freedoms u,ith
regard to morzement of factors of production, all of u,hich form constituent elements of the
RECs. The EAC through the implementation of the CI'4 (2010) is a head of the COMESA and
IGAD. Kenya is in the process of reviewing its national regulatory acts to aiign u,ith
commitments in this respect.

The entrenchment of the democratization processes in Kenya has sent positive message to
investors. However, the instabilities in South Sudan and Somalia might dampen investor
confidence. Unlike in the past when the role of Kenyan Parliament on economic matters
inciuding regional integration were \/ery limited, the Kenyan Constitution (2010) entrenches

regional and international reiations b), ensuring that henceforth Parliarnent approves and

monitors achievements on armuai basis. This creates the unique opportunit5, to harmonize
international obligations.

Further, the provisions of duai citizenship, and those of bestoq,ing citizenships on basis of length
of stay in the country go a long in guaranteeing the Common Market freedoms and rights, greater
protection of civil and political rights such as right to information, right to fair administrative
action, right to privacy, political rights, property rights, human rights, labour rights and

environment. The National Security Council with membership from all government security
arms shall address matters of national and regional secwiry. The new Constitution entrenches
property rights and dernands for participatory processes in economic and social activities. This
safeguards both investor and consumer rights.

L0



The new constitutional dispensation iimits the number of ministries to not more than 22' This

*,i1,n,,.ro,. p,o.,ial r .,ir:t",: : *i#;*#;*'ff"ff 
-tff]' 

i: T;ffi ::
Trade, lndustr;' and Investment tn a

utilization from a single ministry'

The actuali zationof the protocols such as the EAc corunon market requires a review of national

Iawswhichatthemomentdonotconformtothee^rter'rc*.,t"T::::to**onMarket
protocol and the constitutional ,rorirronr. These include the review of national laws

International treaties, immigration, .itir.*tip, b*l of rights' property rights' governance' dispute

settlement to eliminate di-scrimin",r", 
""*t 

the citizt"' of the other four member states

especially ir, *.u, oi *ovement or tuuour]ren'ices and capital **l:t: *t Il 
to be reviewed by

the Kenyan purtium"nt. o,n., .o*pr.*"*ary raws to enforce the cM commitments include: the

NSSF Act and the Retirement Benefits Act'

within the region, Kenya is also making efforts to promote the sharing of information on cross

border crime, criminar interligence, ilri; drug traffict irrg; ioirt training of security and defense

personnel; election monitoring,*ltujirre *uintui"i"* ot'"" and security' In particul* tn"

brokerage of peace in South Sudan, Eritrea and the or*rrr* simirar efforts in Somaiia are but a

few cases in Point'

' 2'2'2 Peace and SecuritY

The EAc partner states in 2006 adopted the East African Community strateg't for Regional

. peace and Security t, rast Af"ica. These in.t,ra"a-*aintaining *g o: r.o"lrljn*ing data

bases on citizen identification records fo, ,".*ity and interligencJ gathering, crimr 
r"."i;:":il.1

-^ramct,rt combating drug tratttcKlng anrl L(irr,rrlrr *^'--'"-' ':s and thosemanagement,combatingdrugtraffickingandterrorismamongothers'CoMESAc
handhasputinplaceelaborateproglammesforconflictresolutioninwareconoml(

I 
^ssociated 

with confli"* in th" .*froitation of naturar resources' These efforts are integrated

I ;;t" ,.1*"u African and European initiatives'

| 
'rr!v rv^*-- 

-r'-+r^- -o'heniqms at regional level have been more elaborate through

[l;';ill::1#:',lr:'.".1il'i#:T'":':'fi'ffi 
ll:j,:f;X"ii:*':f'f*l:

I ']-lU tnn"r the EAc or Colr{ESA' Kenya's interyenttons

I 
'o'n'I regionar peace. More importantly, Kenya and South Sudan signed a bilateral agreement on

r technicar, economrc and curturar cooperati"r-r, 2006 and zuri',., in March 2007 signed a

memorandum of understanding (MoU) on technicar assistance/cooperation in training and

capacity buirding for the public sector "*ri;r;;; l; ry:*:' 
So far over 800 public servants

of the government Soutrr- Sudan ha'e been trained in 
'arious 

Kenyan institutions' Kenya has

alsoopenedaKenyai,,,titot.ofAdmini',_'11'"lq,ol":,1:,'"inJubaforpurposesoffurther
capacity building. *.,1,4 in,ougir AMISON, is also participating in the on- going efforts of

1L



restoring governance in Somalia. It is hoped that stability in Somaiia will contribute to peace in
the horn of Africa.

Other notable achievements on the peace and security front include the institutionalized
mechanisms for early warning conflict mechanisms, refugee management and controlling
proliferation of smail arms and electoral monitoring across the member states. in the case of
EAC, collaboration across the security is more extensive. Military attaches, monitoring peace

efforts, are resident in Arusha. Under EAC, joint training and militarl, exercises are undertaken
periodicaliy among the different security agencies including the police, immigration chiefs, and
CID and cross border administrative personnel. In addition information exchange is maintained
for purposes monitoring external threats to the region. These include terrorism, piracy. drug and
human trafficking among others.

2.3 Role of Kenya Parliament in Regional Integration
Whereas EALA exercises legislative oversight at the regional level, its mandate and spectrum is
limited. National parliaments are therefore expected to fill in the vacuum. However, national
parliaments lack the requisite capacity and experience to handle regional integration as

demonstrated in flre Kenyan situation; u,here the weak capacity and institutional engagement of
the Parliament u,ith regional organizations has robbed it of the ability to systematicailS, and
coherently review and influence policy and legislation to bolster regional integration including
grassroots engagement on the same. Matters are not helped by the weak horizontal engagement
between the executive branch and the parliament on regional integration issues.

The roie of the Kenyan parliament on matters relating to COMESA is not well defined and yet a
number of commitments have been made. For instance, Kenya nou, hosts the COMESA
Monetar5, Institute (CMI), u,hich is a precursor of the future monetary union of COMESA. In
AU, ACP and CPA, Kenyan participation is through secondment of national \4embers of
Parliament. However, the effect of this participation on regional economic policy has not been
felt. In spite of the centrality of policy harmonization in the IGAD Agreement, the role of
Parliament is silent. Nevertheless, the Kenyan Parliament, even u,ith their lirnited involvement
and understanding of the regional matters has ratified the regional operational instruments
(protocols) and support legislations to domesticate the same nationally.

Whereas the Kenya Parliament has continuously participated in various regional and global
organizations, this participation is not necessarily guided by a clear policy aligned to the
country's strategic interests. Therefore the effects and benefits of such participation vary from
one relationship/regional organization to another. The Kenya Parliament should increase its
efficiency and strengthen its relationship '*,ith regional parliaments and Secretariats. Although it
is possible to have dual rnembership in both national and regional parliaments, there is likely to
be higher efficiency u,hen national parliamentarians do not serve at the same time in national and

regional parliaments.
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The new Kenyan Constitution creates a better framework for the recognition and enforcement of

international law. Article z (5), recognizes general principles of international law as part of the

laws of Kenya. Art 2(6) provides that treaties ratified by Kenya shall form part of laws of

Kenya. This means all treaty obligations are self-executing in Kenya as long as the treaty is

ratified in Kenya. The national pariiament is the centre of the ratification process and obtains

regular reports from the President on implementation and impact. In effect this creates the

opporlunity to harmonize international obiigations'

2.4 Pubtic Administration, International Relations & Special Programmes

2.4.1 Public Administration

O'erall, the responsibility for the promotion and coordination of integration activities as well as

negotiations, monitoring and evaluation in Kenya rests with the Offices of the Minister's in

charge of Regional Integration and Cooperation which are mainiy the Ministries of EAC, Trade

and Foreign Affairs. The challenge is how to coordinate the implementation of regional policies

across relevant Government Departments and Agencies to achieve coherent and effective

integration. While matters pertaining to EAC have been dedicated to a ministry, the other RECs

are managed through different ministries in which they constitute the core functions- COMESA

in Trade, and IGAD in Foreign Affairs.

Regional integration now constitutes an integral part of public administration and management.

This will be more prominent with the deepening of regional integration initiatives. The

respective treaty provisions across the different RECs clearly spell out administrative structures,

representation, rules, procedures and processes that guide the operations of Rl. Alticle 9 of the

Treaty for the establishment of the EAC establishes seven main organs tiuough rvhich the EAC

operates. The Kenyan institutions are represented in all these organs and institutions.

These include the Summit of Heads of State; the Council of Ir4inisters responsible for EAC

Affairs of each partner State; the Coordination Committee of the Permanent Secretaries

responsible for EAC Affairs in each Parfirer States; the Sectorai Committees composed of Senior

Officials from the partner States and established by the Councii of Ministers which spell out

their composition and functions; the East African Court of Justice u,hich is the judicial arm of the

EAC; the East African Legislative Assembly which is the legislative arm of the EAC; and the

Secretariat u,hich is the executive organ of the Community headed by a Secretary General.

Except for the EAC regional Parliament, a similar institutionai framework applies for COMESA.

IGAD administrative is much leaner and concentrated in peace and security, food security and

envirorunent management. The IGAD Summit has more extensive roles given the predominance

of peace and security requiring political interventions. The national governance and

13



administrative structures implement regional integration programmes mainly u,ithin their core
functions or to a limited extent on delegated authority to specialized organizations.

National mechanisms for coordinating regional integration are fragmented and operate without
an organized cohesive framework, This makes it difficult to disseminate timely information on
initiatives and implementation status to all stakehoiders. Moreover, the separate functions of
EAC and COMESA institutions lead to overlapping programs among the t'*,o regional economic
blocs. The EAC regional policy adopted soon after the coming into force of the CU was to
establish a dedicated ministry in each partner state mandated to develop, drive and co-ordinate
resional integration policy for the EAC across other Government Departmenrs, agencies and
sen,ices.

Howetrer, the actual deliver), of regional integration sen,ices is still the responsibilit5, of
mainstream Gorzernment lr4inistries, Departments and Agencies which are continuing to respond
to the needs of regional integration by developing responses appropriate to their areas of
responsibility. National revenue authorities collect customs revenues on deleeated authority.
Furthermore, the MEAC does not cover regional policies and programmes that Kenya pursues in
the COMESA REC. Currently, Kenya does not have a strategic indicative plan nor strategy for
regional economic integration based on the existing Treaties Agreements and Protocols to ensure

that there is coherence rvhile pwsuing the different integration programmes.

For instance, both the EAC and COMESA track the harmonization and convergence processes

among its member States through roadmaps and milestones as already shown in Table I .1 in
chapter one. The main challenge facing the COMESA and EAC in the implementation of their
integration prograrnmes is the overiapping membership. The EAC became a customs union on
January 1,2005 and a cornmon market in 2010. COMESA planned to become a customs union
in 2008. However, this has not been realized by 2012 and may take longer before coming into
force. The issue of multiple memberships in the region implies countries have deal u,ith issues

related to common policy implementation including the implementation of Free Trade Areas, the

rules of origin, standards and the Common External Tariff (CET), among other policies.

2.4.2 Regional Policy and Programmes
To the extend feasible, the Kenl,an national policies and regulatory frameu,orks have in the
majority of cases been revised to take on board regional commitments and administered through
national institutions within which the core functions fall. For example customs administration is
benchmarked to EAC CMA u,hile the immigration regulations have taken into account freedoms
enshrined in the EAC CM 

"r'herein, 
in relation to EAC citizens have eliminated the fee for work

permits.
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ln other areas, the delays in the domestication of the regional commitments into the national

policy and regulat;;-;"*"*11ts i,a.* put inhibited programmes implementation' These

inciude ful1 imprementation of the ,o**i,*.nts under tt"iec cM, *herein a lot of work

remains to aiign regionai commitments with the pro'isions of the new constitution' Further the

social security support institutions ro, f"nriorrs, health, HRD certifications have as yet to be

Ken1,a like the other Partner States has benefited from EALA countrywide sensitization and

awareness campaigns on the benefits of to updute members of the pubric on the opportunities'

benefits and impricuiion, of the EAc. rt. gor"rnment has just concruded a baseline study on

awareness and level of Kenya's pr.pur"dn.rs to implem"niEAc regional programmes' The

resurts of the uur.iin.rtrdy will assist the government carry out nationwide targeted awareness

camPaigns on EAC CI'4'

2.4.3 lrtternational and Regional Relations

rnternationar and regionar cooperation.forms a major component of Kenya's Foreign Policy'

Kenya,s foreign o;ir;;r.*.*ort mirrors its domestic poricy, which is encapsulated in vision

2030. The five p*rars of Kenya,s ror.ig" policy in.ira. i'piomatic relations in matters of

economic, peace, "*ir"r*.ntal, 
and cullural matters. Regiona,y, Kenya.maintains solidarity

with neighborlrs as an active mediator oi 0"u." tarks in tir. ilo* oi ef i"u through the country's

chairmanship of the peace forum, the rnter-Government Authority in De'eropment (IGAD)'

The main regionar foreign policy chailenge is managing peace initiatives in neighbouring

countries. Kenya has traditio,utty ,.rrJ "t_:, 
*:l::,ai siability in the Great Lakes reglon

u,here it has pral,ed a key rore as mediator. The worsening situation in somulia parlicularl)' Al-

Shabaab militants has necessitated the use of m*itary for"Jto protect Kenya's security interests'

The charenges in the administration of justice, raw and order rie in the compatibility of

institutionai frameworks, cornpetence of the administrators and knowledge of the beneficiaries of

their rights and obligations within.the nationar, regionar *i in 
"*u,ional 

jurisdictions' All the

three arms of government_ executir", r.girrutive and the judiciary while maintain independence

have to work collectively in service delivery'

2.4.4 SPecialProgrammes

Sociar werfare and affirmati'e action constitute key programmes implemented under the

respective RECs for social rvelfare, ;;;;"r*.nt,-14 i'iagi"g the inequaiiry gaps' In

particurar the programmes target *o*"rr, ,*,r, and erderry, tt 
" 

ii.ud'antaged and marginalized

groups. Articre 121 of the EAC Treaty requir., the partner states through appropriate legisrative

and other measures to plomote .*po*.,*ent of women, ),outh, the disadr,antaged and the

marginariz.d u, *.u u, udoption of technorogies to fac*itaie professions take ad,antage of their

harmonized.

skills and comPetences
15



Under chapter 12, close co-operation betu,een COMESA Member States in the social and

culturai fieids is being promoted, particulariy with respect to employment, labor lau,s and 102

working conditions inciuciing the right of association. collective bargaining and facilities for the
disabied; vocational training and the eradication of adult illiteraci, in the region; Cultural and

sporting exchanges; prevention of occupationai accidents and diseases.

2.5 Trade,Industry, Tourism and Financial Services
The MDAs in the trade, industry, tourism and financial services sectors is to enhance supply,,

technical, administrative and management capacities; and connectivity within regional and

across the giobe. in fulfillment of key regional integration milestones of the Customs Union
(CU), Common Market (Ci\4), Monetary Union (N4U) and Political Federation (PF), a number of
policies, programmes and activities benchmarked to international best practice have been
implemented. Other agreements though siened have as vet to be implemented. These inciude
protocols on environment, agriculture, foreign policy, NTB, internationalization of the EAC
passport are cases in point.

2.5.1 Trade and Investment
Ken5,2'5 trade policy is substantially liberalized2.It is nou,underpinned by 11. EAC and the
COMESA regional integration frameworks follou,ing the adoption of the EAC Customs Union in
2005 and Common Market in 2010 for the former and the FTA and CU in 2000 and 2010
respectivel), for latter. IGAD's trade and investment framework is based on COMESA acqui.

The COMESA trade facilitating instruments form the basis for both EAC and Keny,a'5 regional
trade facilitation frameu,ork. These include policy frameworks of simplified trade and customs
administration regimes, air transport liberalisation, transport faciiitation. and insurance schemes,

investment and trade financial guarantee schemes. Tou,ards this end, Kenya market access

options into the regional markets are rvide and presently accounting for 85% of export trade
(GOK,20t1).

In addition to the stability and predictabiliti, of Ken1,a'5 trade policy, the EAC CU and COMESA
in particuiar expanded trade opportunities for a u,ider basket of goods. Outside the traditional
commoditi, and horticulture exports, the regional markets have provided market access for
manufacturers including animal and vegetable oils, paper and paper products, tobacco, beer, iron
and steel products, chemicals, pharmaceuticals, and cement.

2 I/arious international comparative ind.icators (u,orld trade indicator, ease of business indices, logistics
perforntance indicator) show Kenya rather in the middle field, sometimes below neighbouring countries. The1,

indicate a high potential for further liberalization.
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Kenya,s trade regime now is norv defined by the EAC tariff structure of 0, i0 and 25 per cent

and the short list of negative products 
"onsisting 

of sugar, rice, wheat flour' milk and milk

products. The same tarifi structure has been adopted by COMESA for it's yet to be implemented

CU. The sarrre tariff structure formed the uasis of market access.nego:1,]l1l' with EU on the

EpA. Starring in 2003, wro trade policy re'iews ha'e been carried out regionaily from EAc'

However, the EAC serxitive list with EU is wider extending outside the agricurtural products to

include either manufacturers, with contribution to rura, dJ'eropment, emproyment, Iivelihood

sustainabiiity, promotion of food security, fostering infant industries, .",,::-::'"n to government

revenues. products which were deemed to contribute or to have a potentiar to contribute to

increased production and trade competitiveness were excruded from the rist. All products

subsidized by EU are on this rist. This regional approach to trade revieu's further strengthens the

intent EAC regional integration agenda'

Kenya remains the dominant pla;'g1 in the EAC bloc' accounting for 44'8o/o of the intra-regional

trade in the region (EAC Trade Report, 2009)' However' Kenya's main trading partners outside

the African continent, with regard to selected imports and exports' remains EU' UAE' India and

china which account for 20.2per-cent, 11 per-cent, 8.7 per-cent and 6 per-cent of total trade

respectiveiy (EAC Trade Repotl, 2009). 1,, tr,i, regard therefore, Kenya has to factor these

markets into its trade poricy making, while ensuring that regional poricy recei,es adequate

Regionai integration has entrenched trade and investment liberarisation leading to expanded

trade and in,estment opportunities for Kenya. The positirre growth reported in the last ten years

in Kenya (Figure 2.1) has in part come from the deepening regional integration initiatives'

Except for the low grou,th rates for.the years 200g and 2009 associated with the post-election

and globai financial-crisis respectively, the Kenyan econom)'I glew at an average of 5o/o since the

coming into force of the EAC CU'

attention
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Although intra-African trade is still very low, accounting for about 10 per cent of the value of
total exports, Kenya has enjoyed a significant share of this. Neariy haif of Kenya's exports
(about US$ 5.3 million as at 2011) are destined to African countries with 85% of this being to
COMESA and EAC member countries. The shares to EAC region is 55 percent. Regional
integration has also resulted in diversification of the trade basket to include manufacturers.
Kenya's main exports into the regional markets includes beverages, food and live animals,
tobacco, metal containers, beer, tobacco, paper and paper products.

Kenya's revenue base has also stabilised, with tax re\/enues having increased from USD i5.5
miilion in 2005 to USD 17.9 million in 2009 (EAC, 2009). Tax revenue as a percentage of GDp
has maintained an upward trend from 25%oin 2005 to over 35% in 2009. The latter figure of
2009 incorporates revenues from infrastructure bonds in which resources are sourced from
r.r,ithin and outside the region.

Kenya has embraced a number of frameworks to facilitate prirzate sector participation in regional
integration. These inciude; the EAC industrial poiic1,, EAC investment code, harmonized
regional standards benchmarked to international frameq,orks, common incentive packages for
the EPZsISEZs/MUBs, buttressed with associated Iegal instruments. Vhile the standardization
of RoO and trade facilitation instruments (inswance, transportation. immigration, customs
administration, documentation and procedures, etc.) across EAC and COMESA have enhanced
Ken1,n'5 regional trade and investment, non-compliance by the majoritv of regional member
states remains an NTB grossly inhibiting trade potentials. This is in spite of the EAC and
COMESA joint assessment and identification of the various NTBs for each member state to
eliminate.

Private sector participation has been stepped up in cross border inrrestments including
participation in capital markets. Kenya is now the second highest source of FDI in the region.
Kenya also remains the dominant player in currency conrrertibiliti, q,111', its currency being
relatively more convertible than other regional currencies. The achievements in currenc5,

convertibility have laid the basis for diversifications into neu,and upcoming economic activities,
particularly those in financial and services sectors. Further, regionaiisation has stabilised
Kenya's policy environment and revenues '*rhich augurs well for investor confidence. The
establishment of the credit reference bureau will enhance the rating of the Ken5,ap economy.

The prevalence of NTBs, inadequate infrastructure; institutional handicaps; inadequate national
level capacities to domesticate regional policies; divergent socio-economic structures; supply
side constraints; weak legal, regulatory and dispute settlement mechanisms and requisite
powers for EAC to enforce Community obligations and decisions; delavs in operationalization of
EAC competition Act; mismatch during the implementation of trade facilitation instruments and
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processes are some of the major cons*aints that srowed the achievement of the fuI, benefits of

tire Customs Union'

other cha*enges incrude suppry side constraints; weak legar, regulatory and dispute settlement

mechanisms and requisite powers for EAc to t"io'"; community obligations and

decision; wearc instiiutionai infrastructure and inadequate enforcement machinery and

sanction mechanism; and lengthy decision making systems and processes' critical private sector

constraints include limited supply capa"ities to take advantage of the available regional

preferential **t "t *r.r' 
una *a.r-ieveloped '"gionul 

infrastiucture' The general public

sector .challenges ,* ," lack of timely and reliabie regional statistics coupled with a weak

informationsharingcultureamongPartnerStates.

The constraints and challenges in trade development and investment promotion are categorised

into fir,e broad areas namely: **rtt' ut""' t'uat tuatitation' institutional capacity and

coordination mechanisms, suppry .*u.rr, and informution no*. In particurar, inadequacies of

technicalcompetences,negotiatior"rp"i'v,andcumf*o*tcu:t:ms^llministrationgreatly
inhibit ab,ity of the business ""***i v to take advantage of the available regional and

international market opportunities. These have been exacerbated by the multiple memberships'

with the on_going consultations on the coMESA-EAc-sADc tripartite, Kenya's participation

in the different REcs deepening to a common Market and monetary union requtre

rationarisation, thus expanding trade and in'estment *.;;.- The proposed coMESA-EAc and

sADc Tripartite FTA is expected to provide * ooron rity to iatronalise and harmonise the

various trade a'd investment commrtments and timerines. potentiar acts of terrorism and lately

the infiltration of piracy have impacted negatively on regional potentials'

Nevertheless, there are, atregionar and grobar revers commitments inhibiting Kenya's pursuits in

regionar integration. with tt " 
*"t orug-e of Kenya's National rrade policy on the principles and

objecti'es of the wro, the delays in concrusion of the wro tarks, undermine the business

regulatory "nv"o*"nt' 
The DOHA agenda O'o*i'"' t":':11-'t'yer liberalisation of

agricurture, review of the mar.ket u.*r, piovisions with regard to services sectors, committing

more resources to capacity building and enhancing varue addition in the developing count.es'

Some of the areas that stand to suffer on account derayed conclusion :f :h. 
wro talks include

further liberalisation for enhanced market access, uaopiio, of baranced rules taking into account

the specificities of deveroping counties, and wetl-turg.t.a, sustainabry financed technical

assistance and capacity-building programmes. In particular, the key areas requiring immediate

negotiation *"r.'in the disciplining agricurture to_ remove subsidies and tariff escalation and

quotas and products subjectea to ,uir. laairion, and inadequacy ofresources to address capacity

constraints among the developr"g ."*i"r. rir. rorr., no* the delayed conclusion of the

wro talks have further b""., 
"o*pounded 

by the proliferations of RTAs which are putting high
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demand on Kenya and similar countries in coping with the resultant varied demands at the
market place, sometimes in excess of those demanded from the WTO.

Kenya, like other lou-income countries, have faced challenges to morre up the rraiue chain given
the structure of demand for-and supply of----exports by high-growth emerging markets.
Although the RECs now take center stage as policl, instruments for development, the lack of
transport and trade logistic connectivity might however hamper this opportunitl,. Funher, the
switch from existing production processes is more costly in developing countries.

Further, consumer tastes tend to change frequentiy in the current globalised business
environment. The slow pace in adapting to the changing consumer tastes has impacted
negativell, on Kenya's regional competiveness. This has been exacerbated by the delay5 in
shifting trade to emerging markets. This will continue to cost Kenya deariy unless action is

taken to integrate into these markets. Thus, there is need to adjust production to satisfy different
consumer references in emerging markets and to put a greater emphasis on price
competitiveness.

2.5.2 Financial Services
Financial sen,ices sectors play critical roles in the economy by providing better intermediation
between savings and investment and also facilitate FDI inflows for achieving broad based

economic grou4h. Kenya's financial sector is relatively u,ell developed u,hen compared to those
pertaining in the EAC Partner States. With the coming into effect of the EAC Common }r4arket

in July 2010, the gains made under the Customs union were consolidated. in particular, the
freedom of movement of capital and right of establishmenr further enhanced efficiencies of the
pal,ment s)/stems for cross border trade and curency convertibilit),.

The Kenyan banks have supported the financiai integration agenda by expanding not only into
the EAC markets but by also setting up operations in South Sudan, Mauritius and the Democratic
Republic of Congo. Major multinational banks specifically; Barciays Bank, Standard Chartered,
and Stanbic and the Kenyan locally ou,ned banks, the Kenya Commercial Bank, Equity Bank,
Fina Bank and Comrnercial Bank of Africa use Kenya as a hub to expand their operations into
the East African region. Uganda, Tanzania, Rwanda and Buundi banks do not have regional
presence as yet and operate exciusively in their home markets.

Kenya Commercial Bank started regional expansion by establishing operations in Tanzania in
1997 while Commercial Bank of Africa entered Tanzania in 2009. Fina Bank entered Rwanda in
2004 and Uganda in 2009. Equity bank entered Uganda in 2009. Table 2.1 shows the number of
branches regional banks have established in each partner country.
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Fina Bank J16
NIC Bank

519AfricaofBank
J16

I&M Bank

Source CBK

Further, the deepening reforms in^the capital markets incruding di,ersification of the products

has created utt.r.rutiu! u.,.nr., of mob*izing deveropment and investment resources from the

region through the participation of th;-pr-i;. sector, .i ir*r, pension funds and cooperative

savings.

In addition, the various RECs harre created opportunities for trade in other services besides the

direct emproyment and professionur pru.ii.. ri, individuars- The deepening of the reforms in the

financiar sector rrur .r"ut"a additional opportunities in ,.ro,rr". mobiiization through the capital

markets, *a irrtiirrtionarization of trade and investment options' The capital markets operatmg

from nationar capitais, transact busirress on regionai uurir.ir',. cross iisting of shares across EAc

has increased private capital flows rvitirin the region'

AIr the seven (7) companies cross listed are Kenyan firms. The Nairobi Stock Exchange (NSE)

accounts for gg.g% of the market capitalization for cross listed shares in EAC' Negotiations are

at an advanced stage for EAc cMA, pensions urd lnsurance policies and regulatory frameworks

to be harmonized *irt in the cM framework. The Kenyan prirut" sector has taken fu, ad'antage

of the RI framework to set up new or subsidiary u.rrin"r, rrrstitutions. Examples include KCB'

Nakumatt,Uchumi'Bidco'KenyaBreweries'EquityBank'amongothers'

\\rith the support of an integrated iT facilitated trading platform, there is cross listing among

nearly all the C\{As' There *" "'"'ui 
Kenl'an stoct< Uroking finns have subsidiaries within the

EAc region. These include; Dyer and Blair rn'er,*"rri B-*k (Uganda and Rwanda)' Faida

Securities (Rwanda), and Kingd:- F;:: in**aui Each of these stockbrokers has only

one branch in the regional countries they operate tn'

Negotiations on the EAc MU are atan advanced srage, with the possibility of the protocol being

signed by end oi rorr. wittr the hosting of co\{ESO noon"*' institute (cMl)', the natural

choice for EAc lrzlu wourd b. K";;;;icurarry^i'ithin the cES Tripartite arrangements such

that the preparatory work for *on.;*,.,,,ion by 20i8 would incorporate EAC aspirations.

2t



2.5.3 Other Servtces

Kenl'an supermarkets have penetrated the regional market. Currently, the three largest Kenyan
supermarkets have a combined total of seven branches in Uganda, and two in Rwanda. These are
Uchumi, Tuskl's and Nakumatt Holdings. The estimated Kenyan FDI in the East African
supermarket segment amounts to USD22 - 28 million (Table 2.2). Total Kenyan FDI outflou, in
distribution services is estimated to be around USD 26 - 32 million over the period 2OO2-2OO}.
The expected inrrestment in the EAC distribution services sector over the next five years is
projected to be USD 30-50 million. The major drivers of investment in East Africa include the
adoption of the EAC Common Market Protocol and the harmonization of tax regimes and
customs import regulations.
Table 2.2: Su arkets vvith EAC Presence

So urce: Planel, 201 0/1 I

Kenl'a has several world ciass firms that aiready prorride and export business services to the
region, and beyond. The subsectors u,ith greatest export turnover totals are insurance,
accounting, nonbanking financial, and Business Process Outsourcing (BPO) services, Business
sen,ices are generally provided on a private sector basis and require a high level of skills that are
usually certified, and inciude accounting, architectural, engineering, legal, BPO, ICT,
information communication technology enabled services (iTeS), and more.

The huge market in EAC, IGAD and COMESA represents enormous opportunities for
investments in tourism. The EAC and COI\4ESA region promotes regional tourism circuits
covering all the member states. The success of the sector has benefitted from immense private
sector investments in hotels, transportation, marketing and product development and dedicated
government efforts in conservation. In addition, substantial progress has been made in the
establishment, harmonization and standardization of common codes of ethics for prirrate and
public tour and travel operators, hotel classification and professional standards of agents in the
tourism and travel industry.

Tourism for example remains the key source of foreign exchange and incomes to wider spectrum
of the population in the region. It accorurts for 10% of Kenya's GDP and second highest source
of foreign exchange. With the EAC adoption of joint tourism promotion, tourism arrivals in
Kenya have increased significantlS,, from2.72l million in 2005 to 4.236 million in 2010 rvill
close of half of them destined to Kenya. There are now stronger commitments for the regional
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countries to adopt and harmonize trade, tourism and investment frameworks within the common

Market and Monetary Union. HO*"ro, t u.,a ad'ersaries issued by source markets' continued

acts of terrorism, piracy and hijacking, *itt undermine tr,"10*ir* potentials in the region and

KenYa in Particular'

2.6 PhYsicatlnfrastructure
physicar infrastructure, inciuding transport infrastructure, energy, information communication

and technology are the key foundations and enablers upon *ti.['virion 2030 is supposed to be

anchored to u.ni"r. nuiionut transformation and accelerated deveropment. They play a

fac*itative role in the movement of ;;;, people and sen'ices. other countries in the four

REcs pran and imprement their infrastructure ororru*** guided by their respective national

Kenya is involved in the developme,,l:, u number of regional infrastructure programmes in the

transport sector, energy and commrrri"u,io.rr. The minist'i"t "r 
roads' public works' and local

government,urban,metropolitanandhousingsub.sectorsalethekeyplayersinthe
imprementation of transport infrurtrrr.t'i. ;r;t;*es. other ministries include those of energy

develoPment Plans

and communicattons

2.6.1 Modernization and Expansion Progr&mmes in the Coruidors

Road transpo.t "*ri., 
uUor, sSX of all caigo Td 

ps"':er traffic ti,*":'-l^. Only 70% of the

network is in a r.*"ruor./maintainabre condition. Kenya is party to the regional harmonization

of networks under coMESA, IGAD, and EAc including *t"r- regarding operations of roads

sha, be pursued through regionai urrung"*.nts to enhance deveropment and maintenance of

roads with great regional importance'

In the transport and roads sub-sectors, construction work for a nunrber projects under the

Norrhern Corriao, it ut cat.r, fo, 
"igrr, 

-"oo*ri.1' 
tl 

'.nJ 
region including Kenya' Uganda'

Ru,anda, Burundi, DRC, Sudan, Ethi;i; *a oSiuo'ti'lu'" either been commenced or are at

advanced stages of planning una a".iirr. irr"r" ,ouds incrude: Arusha- Namanga- Athi ri,er

Arusha - Holili- voi roaa (260Km) La uuiindi- Lunga lunga - T.anga road (300Km both

corurecting Kenya with Tanzania; trr" srz km Kitale-Lodwar-Lokchoggio Road and the

upgrading of the 27 Wrllokchoggio-Nandapal road'

The regionar link is betu,een Kenya and South Sudan providing access-for South Sudan to

N4ombasa port and; upgrading of.the,275km Nakuru/ r-o*r. n'tarictr pass Road so as to provide

an alternati'e route on rir" Northern conidor to South sudan. These u'ill be compiemented with

the LAPPSET project connecting Kenya to South Sudan and Ethiopia'

The East Africa road transport deveropment strategy and Regionar Road Sector Devel0pment

Pro*ru*- 2008- 2018 is comPosed of:
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a) corridor 1 : Mombasa-Nairobi-Malaba-Katuna (Kenya,/Uganda/Rwand,a) ;

b) Corridor 2 : Dar-es-Saiaam-Dodoma-Isaka-Mutukuia- Ir4asaka (Tanzarial Uganda);
c) Corridor 3 : Biharamulo-Mwanza-Musoma-sirari-Lodu,ar-Lokichoggio (Kenya/

Tanzania);

d) Corridor 4 : Nyakanazi-Kasulu- Sumbawanga-Tunduma(Tanzania) ;

e) Corridor 5 : Tunduma-Iringa-Dodoma-Arusha- Namanga-Moyaie (Tanzaria/Kenya )
Ethiopia);

f) Corridor 6 : Ring road for Lake Victoria-Oseko -Usenge-Bondo-Kisumu Ahero-Kendu Bay-
Homa Bay-Muhuru Bay

In order to enhance the efficiency of the regional corridors. the wban centres harre to be
decongested. Key road programmes are under implementation in Nairobi and Mombasa. Three
ke1' loud b1-passes and several road links are at various stages of construction to bl,pass the
Nairobi Central Business District Area Q.JCBDA) and to ease congestion in the city's roads and
to improve traffic flow within the Northern Corridor. The Northern Corridor links and b1,-passes
include the Northern, Eastern and Southern by-passes. Mombasa b1-pass wiil connect Mombasa
mainland with South Coast to ease congestion at the Likoni F...),, connection to the new
container terminal as well as necessary infrastructure for the development of the free port.

The anticipated efficiency of Nairobi b1,-passes '*'ill equaliy be augmented b)/ the on-going
dualling of the key segments of the intemational trunk roads on the Northern Corridor and
connection of Mombasa mainland to the South Coast. Other b1,-passes are planned for from
Miritini Tounship in Changamwe mainland, Likoni-Diani and the Mombasa-Nairobi highways
and \ulalindi-Mombasa-Lunga Lunga Road u,hich runs aiong the East African coastline and links
with Tanzania to improve the transport linkage that has a rich tourism and agricultural
(h orticultural) potential.

Kenya has prioritized the development of a ne\^f transport corridor to South Sudan and Ethiopia-
the Lamu Port and Lamu Southern Sudan-Ethiopia Transport Corridor (LAPSSET). The
LAPSSET project will comprise a new road network, a standard gauge railu'ay line, an oil
refinery at Lamu, an oil pipeline, Lamu Airport and a free port at Lamu (Manda Bay') in addition
to three resort cities at Lamu, isiolo and Lokichogio in Turkana. It u,ill provide an alternative
route for south Sudan oii which is currentll, transported by pipeline to Port Sudan in the north
eastern part of Sudan.

The second route from Isioio will proceed to Nairobi ra,here the neu, corridor il'ill link to the
existing Northern Corridor and a final route wiil proceed to Lokichogio at the Kenya- Southern
Sudan border. Lamu and Mombasa will be connected by a railway line and the tq,o ports will
complement each other. In addition to raising the scope for this re-eion's tourism, agriculture and
industrial potential, the project u,ill open up access to Southern Sudan, q,hich has huge
unexploited natural resources including oil.
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In addition Harmonization of regionar transport master pians is being yursued 
under the

proposed covgro_gAc_sADc t ipurtit. rrA. The r'rou' incrude part of the frameworks port

management Authority for East and ,o,*;* Africa- This is to develop a porr statistics and

performanc" inai"uio*, database a, *-1i the East and Southem African region' Although

some progress has been made ." ;;;nment, retrauititation and maintenance of roads

throughout tt" to*t']' "0"* 
30% of the'oud' *t stili in poor condition'

part of the en'isaged development of the Northern corridor incorporates the modernization and

expansion of the port of Mombasa which is criticar to the deveropment of trade within the

hinterrand countries in Eastern and centrar Africa. It also includes rehabilitation and

construction of roads, modernization of the ra,way system, and simprificlti3n of transit border

procedures, streamlining customs procedures and i*proring border efficiency; modernizing

transport r"grtutorifruri.*"rf.s anJ institutions and improving road safety'

Kenyahasarelativelywell.develop.edairtralnod|]jtemandremainsanimportantregionai
hub with many locar, foreign and private operators ,*ing-r"rvices' Marine transport cons.ists

of the port facilitl., i, no"*uuru pt.r, shipping and inland waterway transport and contatner

depots in Nairobi, Kisumu and Eldoret, which *. *unu*"iuy tr," Kenya porrs Authority (KPA)'

However, Kpo fu.", a number or-.nutt"rrges, incrudiiig-,h. "o*oetitiveness 
of the port of

\{ombasa against Dar es Salaam, clearance ti*., *a .orr'ip,i"". otirrr changes inciude old and

obsolete "q'ip*tt't' 
congestion iack of modernization'

rhe delavs in infrastructure investmlnts t?:.^:?:::Xt:"il:T'::[}T]i,tfli.?i:TJi[1fi

*:,'*"J;il*r:.[::':,]:'il,ffi :-J5[f #J":Tifr T:#m:'n;:,::T-T"
brings out the cha,enges or orffipi.g *.;o.r*or"*nn contradicting obiigations and

commitment', 
'n"on""'i"t 

of national and regional policies'

SinceKenyaisatransitcorridorforitsneighbours,itmust*"1'']^:::::l#H-.1,],:;},$I
a transit inrru,tit'"*"' The development of a modet: *o to-date servlcer

transiting cars, trucks, trains. uirpiin., or ships *ot'ti 
-;d 

'ul"' Being a transit country also

creates jobs and a logistics ".ono;r, 
*i n air,riuurion centers, warehouses and technical and

Processing facilities'

Rail transport is the second most important mode of transport for both rr;isrrt and passengers and

comprises around 2 77gkm of :rJ. 
Kenya n*r*rv, irn) also handres rransit traffic to and

from other countries in the region. competitiv"n.rr'*i r.rri". deli,ery were expected to be

improved forowing the granting of a 25-yew"on...rion to Rift varey Railways in November

2006 to manage the Kenyan and Ugandan Railwayr."i;. consofiium had intended to in'est in

the system to ,rpgrud" it and ,.u-u.. its ineffici"nrnr, They would also generate a yearly
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concession fee of ll.1% in each country for 25 years. The original consortium did not deliver on
expectations and has since been revised with additional new shareholders in 2010. The new
shareholders include Kenya's Prime Fuels (15%), Mirambo Holdings of Tanzania (10%),
Comazar of South Africa (10%) and the CDIO institute for Africa Development Trust of South
Africa (4%).

There is a renewed interest in rail transportation, with very many proposed new projects, and the
general expectation from governments and institutions that the s1,51srns wili nou, be revived,
uperaded and expanded with increased prirrate sector participation, The reasons for this renewed
interest, particulariy in respect of transport services on the Northern and Central Conidors of
East Africa is mainly driven b), a number of factors. First, continued deciine and poor state of
the "old" railways, in spite of the private sector concessioning, may not be adequate to support
expected economic growth, and that the befter solution '*,ould be to modernTze the network to
higher capacity and speed, at standard gauge.

Second, increased heavy goods vehicle traffic on the roads has consequently increased road
maintenance costs, which cannot be afforded or sustained on many of the routes - except on
some high volume routes which can be operated as toll roads. Third, rail can better handle empty
backhaul, because of lower variable costs. Fourth. rail is the natural mode for most large volumes
of heavy bulk comrnodities, because of the ability to move hear,,v and large freight parcels. Fifth,
a viable rail service is necessary to keep trucking competitive and sixth, the shift of bulk imports
to road exacerbates the irnbalance in full truck flows, resulting in higher costs.

2.6.2 Improving Access to Clean Energy and Suppllt Reliability

In addition to the short supply, energy costs in Keny,a are relatively high compared to other
countries in the region. These impact adversely on the competitiveness of the local industry. In
order to access adequate and affordable energy, Kenya has opted for a regional approach to
energy sourcing. Kenya pursues regional energ)/ projects under the frameu,ork of the Eastern

Africa Power Pool (EAPP) and the Southern Africa Power Pool (SAPP) to facilitate preparation
of regional power master plans, the pooling of resources for joint pou,er transmission, cross

country interconnections and regulation. Under this framework, energy deficit countries can be

supplied power by those with surplus supplies at relatively cheaper rates.

The EAPP co\/ers the countries in the Eastern Africa Region including Burundi, DRC, Egypt,
Ethiopia, Ken1,a, Ru'anda, Sudan, Uganda and Tanzania whilst the SAPP was established in
August 1995 and has a Coordinating Centre in Harare, Zimbabwe and covers 12 countries in the

Southern Africa Region including DRC, Tanzania, Angola, \4alau,i, Zambia, Zimbabwe,
Botsu,ana, Mozambique, Namibia, Swaziland, Lesotho, and South Africa.

The priority energy areas of focus include green energ)/, geothermal electricity and hydro-power
generation. The Policy, Protocols and Treaties governing the energy sector consist of:
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a) the Regionai power Master pran and Grid code jointry deveroped by EAc and Eastem

Africa Power Pool;

b) The N,e Equatoriar Lakes Subsidiarr, :*,:rogramme 
.IEL.AP) coordinates power

lnterconne"'io"' io' Kenya' Uganda and Tanzanta;

c) prans to establish East African community 
power poor- MOu to be developed and signed;

d) protocol for the establishment of the energy regulators of East Africa;

e) COMESA integrated Energy strategy'

Kenya and Ethiopia have signed an agreement for the construction of 1'000 kilometre po*:t

interconnectio' tinJ, io, K.nya to get;;;"u ooott*-of no*"' from Ethiopia' Kenya ts

exp ected to c onstruct 6 1 2 kil o metr"'"ffi ' ytt' : :]t# [:*if tt[1f; : [T:'H:'I;

**3;lffi i[***:x;:::i'[*illllJ;;;,n. *,o,ra Bank and,he African

H::T:*"#"f::"i:::o:Yge to improu'''T' power supprv coverase' in particurar in

^*ar 
arsas where ""i, 

,* of hoor.ho;"; ;";r"r"u. ,n. .iJ,r'L"r'tlclude high oil prices and

weak trans*ir.iorr uiJarstriuuti." ,"rr"*rcture. Rc**;;;" oi"*ta to foster competition in

this sector, diversify energy sources and cut costs'

Besides the pipeline constituent components of the LApSET proiect' other planned extensions'of

::,,,,,,1:[:';*;']"ffi :","i,?IT#*,T#:fr 
"'i:[JH:;:;ff a'^:]1111:

rhe piperin" ""i,"i;;;;;; 
;r" o"."in",itir.a ro, #;;'il;on or liquid and gas tuels'

in addition to '"i'"t'* 
of 

"o'tt' 
this enhances safety on the roads'

',:i *' T:"i:::i:,{i i::::;T"f :#\::::';i':::i:.rff*:-q'' r ec'nomic grow'ih *u :::''

deveropmen ^oong 
partner states in"arious RECs. i'nu, also ,uken :r* stage in political

deveropment i" ,r." region. ir,u"r,*"n, ir, ,*ur"*^']Jo"' and--inland connections to

internationut ,rni"rr"u broad rruna Juit"., pro*orio " ";*'';;;"**'Jry1icies; 
and stimuiation of

demand through broad u*a "upuJ,, 
o*.n*" ,"t.*JI io, .rrriu"rrities, hearth facilities and

so, emm ent ti' p, o,i de co nne cti::il, r; 
tT["J 

: fu: t]." |":irffi J.,::il["J'tI i::
infrastructure as weII as sendce'Ol,1.i'r11'^,,":""*";ilffi: 

"it*t"' 
and forwarding' online

benefitted from ICT platforms. ,I.'u",,.,StomS facilitation, clearing a

trading, *ui'ttn*"e of international data bases'

rn addition, IcT is considered as a channer through which mirestones such as the common

market u,ill improve global u"""* oi ot f"oprt *o t"*0""'i'"nt" of goods and services from
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the region. Comparativei5,, Kenya has the largest mobiie use and subscriptions standing at 25
million in 2010 followed b)'Uganda and Tanzania. Rwanda and Burundi recorded low but
increasing internet use and mobile subscriptions.

One of the breakthrough innovations in the financial deepening initiatives in Kenya includes the
introduction of mobile money transfer through the introduction of MPESA. This technology has
been picked up in the whole region. However, the enabling legal and regulatory framework for
these neu, financial products remains underdeveloped.

The telecommunications sector is continuing to expand strongly following extensive
private sector investment, particularly in mobiie telephony sen,ices, Internet service providers
and radio and television operations. These have also generated new support businesses. Growth
in the sub-sector is exemplified by the phenomenal growth from a few hundred subscribers in
1998 to 29 miliion subscribers in20IZ (CCK, 20IZ).

2,7 Agriculture and Rural Development, Environment and water
The overarching importance of agriculture in the context of regional integration is food securitl,
and rural development as espoused in the constitutive treaties of the RECs and AU and flre
respective regional agricultural poli cies and strate gies.

2.7.1 Agriculture
The AU-NEPAD CAADP, Compact 2009, underpins the frarnework for the restoration of
agricultural growth, food security and rural development in Africa. The program acti'ities are
carried out by coMESA, EAC, IGAD, ECCAS, ECowAS and SADC. Ken1,3 is among the
initial nine countries that have developed National Agriculture and Food Securitl, Investment
Plans (I'{AFSP) (GOK-asos, 2010. However, Kenya is yet to achieve t}re l0% budgetary
allocation to agriculture sector. The other countries include Rwand.a, Burundi, Ethiopia,
Swaziland, Uganda, Malau,i, Zrrbiaand DRC.

Except for Djibouti, all the economies of the member states to the three RECs (EAC, COMESA,
and IGAD) are agricultural based. The EAC Agricultural policy (2006) and straregy (2005-
2030) is to be operationalized through the EAC Food Security Action Plan (20i1). Apart from
the cross border disease and trade aspects including benchmarking against international
standards, the regional agricultural strategy is 5,et to be implemented. Each Partner state has
pursed its national agricultural policies.

The East African Farmers Federation (EAFF) has been founded to rally farmer participation in
regional policies. Neveftheless, the EAC CU and CM including the simplified trade regime
opened up a\/enues for trade in agricultural products. Ken1,a as a net food importing countr), [a5
benefitted from cross border regional trade in food. Kenya's key imports from the region
include sugar, matze, rice, dairy and other animal products, fish, coconuts, vegetables among
other food staffs (EAC,2010). Agriculture accounts for less than25%o of the Kenyan economy.
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In fisheries and environment development several programs are on course' including the Lake

Victoria Nn*ug.*";, proj..t; L.k. i;t;;u fi'i"'it' Resea'ch Project and Lake Victoria

Development and M*ug.*.nt erogrum ili;t*t If and wetlands management' '

These inciude poricy deveropment to faciiitate producti_on, trade, information management and

disease control' #' 
';:;*'1v 

i;-;;'p'"i of *'' i*-*;l lt'lfP) 
and regional

Agricurture *u a"u ,*uriry poricies'ti-rirur.gi., tui.i, g * board international commitments

incruding Mposi form the.basis "r "rri."t*rar.r"giorr-ut 
frameworks among the EAc and

C.MESA RECs.'ili; is to be *hor"ith'ough the 
"";;;;of 

competitive and sustainable

agricurture, growth of viabre .oop"ru,iu, lubsector 
";; 

sustainable management and

develoPment'

In order to raise the competitiveness^of the coMESA region's agricurturar sector' the coMESA

Secretariat has inprace u 
"113.1 :;il;., " 

u11;rxrr^rt*".r "t 
imptementation across the

member countriesl These initiatives incrude: cooperatiJr', "o-"o'aination 
and harmonisation of

regionar ugri.,ri*i foiicies, food security ,"roon'"''','"J*t larfetine' 
research and

developme"t, pr*i and animal disease and pest ""t""i';'J*;;- :::Tliil*"ffil#
expl0itation of marine and forestry resources' other sffategic intervenlto'l;;*;; 

harmonisation

:iT:H::':::"#:fr*.T';#'ff Hl["':T":T::r;':"Hi:"e''1ransparen'iand

facilitative "n,irorr*"nt 
for .ona.r.,ir-,1 ,"Jio*r "*r,.rr*"iirade 

witn forward and backward

Iinkages across tit "*t"" 
from the fanner to the market'

Further, the coMESA agricurtural approach aims.to position the region as a reiiable supplier of

primary *u rr""rr.i ^ii*r,*, ,iiu, to global.markets and whose producers effectivery and

competiti'eiy respond to opportuni'Jes that aris" * "ii ".ternal 
markets' Some of coMESA

ongoing ,ro*ru*, aimed at ;ffi; sustainable food security' with a number being

ffit.r*nted in KenYa' is as follows:

a) Agricurtural Market prornotion and Regionar rntegration 
project (supported by the AfDB);

b) rrrigation Deveropment in the coMEsA n.iio" (with the assistance of the indian

Government)i ,- - , p aee"t/e lnitiative among member- states;

c) Regional Food Security/Food Resen'e

The Food Security Policy "";T;;t'"iiri'v 
n"a'"i"' pi'*ram (to i? t"ppo*ed bv the 9th

EDF); ,---r .r-^nlrn ( (supported by USAID)

d)CoordinatedAgricuituralResearchandTechnologvlnterventtons
A Re gi o;;i;#;.i, r o *#H dil a,$i,'T'":,'.lr::'JI, "' 

* (p ArrEc) in

e) The Pan African Tt:lt'" and Trypanosomta

; :*:nX'::'Ti:TI#*""'in co,aboration with the AU and uSAID;

g) Fisheries Sector o.,.top**,,o oun,.",ship u,ith the Common Fund for Commodities;
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h) Implementation of NEPAD's Comprehensive African Agricultural Development Programme
(CAADP) in the Eastem and Central African (ECA) region;

i) Crop Crisis Control (C3) Project with the support of USAID;
j) The Action Plan for the Environment among member states;

k) Interventions to mitigate impacts of HIV/AIDS among smallholder farmers in the ESA
region;

l) Marketing and information programmes including AGOA Link project supporred b1,USAID,
AfDB, WTO;

m) The Commodity Exchange Initiative;

n) Private Sector Deveiopment Strategy (PSDS) support.

IGAD central focus of the agriculturai intervention programmes relate to iivestock and the
control of associated pastoraiists conflicts due to shortage of pasture. Kenya's arid north
economic activities are closely linked to the IGAD agricultwal/lirrestock activities. Kenya's
livestock exports are primarill, 1o the Middle East. Other critical chailenges which the IGAD
agricultural programmes prioritise include marketing information (and infrastructure
development. Others include social protection (EC); water harvesting (ADB), cross border trade,
climate predicti on (USAiD/WMO).

2.7.2 Environment
The Kyoto protocol has set the world towards lou,carbon growth, with one of the main outcomes
being a flexible carbon market regime to tackle climate change through the Clean Development
Mechanism (CDM) and the Joint implementation (JI) mechanisms. The EAC protocoi on
environment and natural resource management EAC, 2006) was geared towards the attainment of
sustainable development through efficient and effecti\/e management of the enrrironment and
natural resources. These include wildlife, genetic resources, biodiversity and biosafety, water
resources, minerals, ecosystems, fisheries, pollution and hazardous \l,aste management and
related effects on climate change. Most partner states have as ),et to ratify this protocol, mai<ing
it difficult to operationalise the commitments (EAC, 2011).

COMESA approach on environment and natural resource management through biosafety and
biotechnology commitments, most of which are at the discussion stage. Thus poiicies on
environment management remain national in nature. The IGD commitments on environmentai
management are more pronounced given its fragile ecosystem.

Kenya has made great efforts to put in place a sound environmental Iegislative framework. The
Environmental Management and Coordination Act (EMCA) came into force in 1999. The Act is
administered by the National Environmental Council and implemented by the National
Environmental Management Authority G\fEI\4A). At national level the Ministq of the
Environment and NEMA are directly responsible for dealing u,ith environmental issues. Kenya
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has de'eloped the Nationar climate change Response Strategy, 2010 o{ccRS) integrating

climate change information into Go'ernm.n-eoli.y. rrr. rori"*y'i, drdiruted to addressing the

threats posed uy crimate change and ensuring that future crimate change programs and projects

w*r be de,eroped in line with the n.rr""* i?ategy and rrron' towards the auainment of vision

2030. other i"r,i*,io* in charge or-.n iro*.rrt *a natural resources management are the

Department "r 
*.ri"r"i Center f"' M;;; *"*ott :""ii"s' 

Kenva Wild Life Sen'ices' Kenya

Forestry research ,*ri*" 6EFTRI) #.h; various district land boards'

Kenya is arso making great.efforts:: implement IGAD',s conflict Earry warning and Response

Mechanism (cEwRN) and climate pr-ediction and ooni."ii", crni"' .cpA) that provides

earry warning response to the o*roJ "ommunities 
t"^in" t "* of Africa' Through the

International Shared Aquifer n"ro*".r-Management (IS,qR;) and (AMESD)' from AMSED

headquarre* in NAroUi, it provid"r;";; alnd.scientific network support and mapping of

integrated aquifers resource **u*.rri*],, i*u aelllation mitigation and natural resources

conseryation and environmental severity assessm"", n""tn* i;t, IGA? sub region' lt also

provides ciimate ,rf"r*",,"r,, pr.airtil Or"J""t' *:-;;;ces' for early warning to reduce

climate related risks for disaster **ugt*tt1--llln"nment management in support of

sustainable development efforts of the member counffres'

The East Africa countries have arready embarked on preparation and imprementation of

projects and programmes to uaar.r, Jimate change. The projects/programmes focus on both

adaptation ana riitigation activities. Kenya,s climate change Strategy spells out the priority

areas for both adaptation and mitigution acti'ities in the .o*tlv Furthermore' the other Partner

States have arso identified pot"ntiur-mitigation options wrrich can be used to foster economrc

development in the region 
.u'hile 

-t""'i[*i"g 
to globally efforts to reduce greenhouse 

'gas

emissions. The potentials in reglon range r'o* g"o;tt'oal along the Rift valley' wind'

cogeneration, hydropowef,. Solal, ,*,.,o,,,"n use "' ""*", 
gases and methane recoverY from

waste management in vario*, u,.u,-of th. ,.gio,,. so far : partner states, namely Tanzanta,

Kenya *U'-"- Ugu.au ;;; registered 

- 
clean , - 1"^::'"pment 

proJects'

lnitiatir,esareunderwaytoensureenergybecomesreadilyavailabletoregionataffordableprices
to the majority of the people in region'

The rnain environmentar issues affecting Kenya are: ioss of biodiversity in the country's main

ecosystems, including w"ttundr, ;;;, and marine ecosystems; and the socio-economic

environment reflected by falling.ro.ro-."onomic indicators on health' access to water and access

to education. Most of these .nuiror,rn"r,,tar cha,eng;;;";i;,*tt"""r nature based on shared

resources. other trans-bouna*f "nuironmental 
issues include: persistent organic pollutants;

trans-boundarv movements *a' ai'fo'' :l Y:ttr**l: ;ixijill,'::ilHff;:'i*'
deplete th" o'ont layer; trade in endangered specles;

31



The increased pressure on natural resources in the ASALs has led to degradation of these fragile
ecos),stems, increased erosion by rvind a:rd water and declining water sources. The increasing
pressue on natural resources is leading to a marked recurrence of resource-based conflicts.
Resource degradation has also been caused mainly by heightened pressure on iimited land, water
and energy, high dependence on agriculture and livestock for livelihoods and inadequate

altematirre job opportunities and popuiation growth.

2.7.3 Water

The EAC water prograrnmes and activities are closell, linked to Lave Victoria and Rirrer Nile.
The programmes include those of LVBC and LVFO. Kenya is party to these key regional
programmes. In addition to resource management, in particular the shared resources, L\/BC
(2004) replicate most of the functions of the EAC treaty including trade. Key areas of
intervention include management and coordination. The L\/BC is managed through the Lake
Basin Development Authoritl,, Coast Development Authority, KEPHIS, PCPB, National Cereals

and Produce Board, the Kenya Bureau of Standards, Meteorological Department. KEVE\/API
and ICARI and the Lake Victoria Fisheries Organization (LVFO) and Kisumu Inland Fisheries

Cluster. Other institutions inciude the National Irrigation Board (NIB) and Water Management
Authority (WRMA).

Another water management programme of historic importance is the Nile Basin Initiative (1999),
bringing together COMESA and EAC riparian countries within the Nile basin. The countries
party to the Nile Basin consists of Egypt, Sudan, Ethiopia, Uganda, Kenya, Tanzania.
Burundi, Rwanda, the Democratic Repubiic of Congo (DRC), with Eritrea as an observer. The

Nile Basin Cooperative Framework Agreement (2010), though objected to by Eg;,pt, provides an

opportunity for upstream countries to sustainably use Nile water without seeking for permission

from Egypt.

Kenya has activeil, participated in the management of the Nile Basin Initiative for equitable and

sustainable management of shared water resources and water resource conflict resoiution u,ere

adopted. The EAC Lake Victoria Water Release and Abstraction Policy have been finalized.

IGAD on the other hand has set up a regional rvater Trust Fund, for ground water assessment in
Ethiopia, Kenya Somali and Djibouti including capacity building in collaboration with
COMESA in implementing the Disaster Risk Management (DRM) component of the Regional
Food and Risk Manogement Prograntme (REFORM).

The programme focuses its activities to manage threats to food security in member states through
capacity building, hannonization of policies and practices and information dissemination,
vulnerability anal1,si5 and indigenous early u'arning and coping strategies at both regional,
national and community levels to improve food security in the region. Kenya's Agricuitural
Sector Development Strategy,2010-2020 (2010) implements sector priorities in Vision 2030.
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Besides ensuring food and nutritional security for a, Kenyans' the strategy aims at generating

higher incomes u, *J, u, employnent,l*.i',t, h tl" 'J;;;;"t' 
In order to commelcialise

the agriculrur. ,".io"rr il.-"*ri..rrr*"i ,"iar ministrie, *r r*n"cted to ensure that farmers'

oroducers, ,ror.rrorr' and marke*r. "i"*i"'*a 
n'o*tt amploy the most contemporary

methods *a t""t *togies. This has in part u..n ,,"*li ***n usAID support to the

agricultural sectors'

'd.ffir;ffi H,i,:It;]"'H-i"'J:.tttTi:3j#:::''1ffi rtu:-,"rH
H:l[il] ';T Tfr:"l #:il TT^ 

Ti "::T,* **; ii; ;Tfl:Iiffi ;fiifi:l " 
:' 

'#H;

strengthenin, "o**on 
institution' *u alelonilli:'Xr"ffi'J":"'T':Hi-';;;;ton policies'

,#f #T*;mr:;1,;;:ru.TlJi:till:x'ffi 
;;r;'*l'-;Hx","":ffi 

1:

ffi;il._T"i::ri::*[i:1r,'ffi r'J;3l',,,':fl :#: jffi ili:r"',fl :#,{;'ffi
for sustainabre alu.top*.nt. 5;;, 

assisted ^Rw;;';;j 
Burundi in rebuilding their

institutional *a t"']** capital * *t'ii*"tireir effecti" punitipation in regional integratton'

Kenya and Rwanda have, at a b*aterar le'er, led in the erimination of work permits between

them as part of enhancing t ". 
*or"ir.,,, "aabour- 

u r..y ir""aom in pro.moting human capacitl'

in the EAc region for social ur-,a ""ono*ic 
transformution' An important.eiement in the process

of erimination oi*ork permits,-;"t,, ;; partially, t, *.^.""r*'ion of the Mutual Recognition

of Academ,, ;;;;,:;is;sional gi't"n'oiiorzs' Kenvu una EAC in general' has' through its

institution, tt. in rr-univ"rsity a"r".i, of East eiri.u, ,.ut''ed an advanced stage in setting up a

mechanism through quality *r;;; that will *r*'io" oasis for determining such mutual

^ 
;". ; s sue i s mutuar * * r",:: 

: i :: :: : ; 

tiHlfr ":.l'"tl:i,' iffil,:,il:"fr T;' ;l' 
*

wourd remove the regurator, ,"lrirement or onilrv"*a,'""*ion-iyt]tutions 
moving across

borders apprying for fresh y"uilu"rr.- r, ,t orrtu ",rl'i" 
*entioned th^at the Kenya is leading in

the harmonizution of social ,."J; ;"tnt' i" o'aJ' ;;;;;;". the free movement of labour'

Kenya is arready at ad,anced ,.r:liJ;; ';;;t 
t;;ttt "t""' 

it*a is taking the lead in this'

The citizens of the EAc region have enjoyed free movement across their borders for years' The

nationar passports and the East African passport travel documents are accepted and respected at

border points without a t,isa ,.0,,,"*"* ;1 ::;;:; 
stay each timl of entry is offered

without hassle. This free ,ro.,"rilr, *itt u. 2r,o., iu.ilitated rvhen all the f^'e Partner States

introduce rnira Generation coor.ir* Readabie) ,u*", "*is' 
only,Rwanda has such. an lD in

use. r.nvul, in rhe process ";r;;;*ing 
one. ,",iJ*.*ime, substantial cooperation exists

in rabour mob*ity and human resource deveropme;;;;i"rds of education' health' hospitality
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and finance.

participate in.

Kenya has the highest number of professionals working across the RECs they

There is a weak linkage between Kenyan universities/institutions of higher learning with
industries in EAC especially in the area of research, science, technology and innovation. Indeed,
a lot of research and innovation have been conducted in the Kenyan universities but with limited
impact in the economies of the EAC. Further, the differences in education systems in the region,
with I(enya pursuing the 8-4-4 s)/stem while the other EAC countries continue to operate on the
7-4-3: has reduced the transferability of students berow universiq, ievel.

2.9 Cross Cutting Challenges
Kenya has not benefited from regional integration as much as it should because most members of
the RECs/RIGs, Kenya included, have not done as much to implement the regional programs and
projects. This is attributed to a number of factors that include; heav5, reliance on tariffs for fiscal
revenue; lack of political commitment owing to fear of losing sovereignty and fears of possible
skewed distribution of net benefits and costs; absence of a mutually agreed upon mechanism for
compensating losers and sharing the benefits of regional integration and lack of sanctions against
non-performance.

Kenl'n has nevertheless took the bold step of implementing the EAC CU through full
liberalisation in 2005 while the other partner states were given a 5-year windou, of gradual
elimination of intemai tariffs. During the impiementation of the EAC CM, Ken5,a is among the
three countries that have opened up for emplol,ment opportunities q,ithout stringent u,ork permit
requirements.

Kenya has sometimes been seen as 'big brother' and one that is domineering given its relatively
larger economv within the sub-region. The go-eetting attitude of Kenya's private sector and lack
of synergy u,ithin government on the regional integration agenda has in the past led to conflict
not just ra'ithin go\/emment but also with the private sector (KEPSA/KAM). Smoother working
relationships would be needed to promote synergy and structure.

While joint implementation of projects/program between various RECs and national government
has progressed well, a number of challenges remain. These challenges relate to a number of
factors ranging from external and internal factors. The review of RECs operations, and
inten'iews u'ith impiementers revealed that there are both internal and external factors and
weaknesses in the internal organizations at both the RECs and country levels and these inciuded
the financing modalities of the RECs, poor coordination among the Ir4DAs and inadequate
firnding among others, which if addressed, could enhance impiementation of programs. These
challenges are at the regional (RECs), country and project/program levels.
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Ken1,a has had her share of chaliengl' 
'i'"t 

ha'e slowed down potential benefits relating to her

regionai integration initiati,es. in 
lartrlurar, 

high staff tumover, has more often reduced benefits

from leveraging past experience' since effective documentation culture is low'

The le'el of representation and preparations is arso compromised, while in a number of cases

resource rvastage is pre'arent due to dupiication of efforts, and information sharing remains a

handicap. Legislative involr,ement in 
""onomic 

and trade matters is low. Besides, national

interests in the context of regionar and grobai contexts.are not well articulated' resulting at times

in contradicto4/ commitments. ro, .*-u*ple Kenya is presently participating in IGAD trade

,.*r*t""s when it is already in an EAC-CM'

2.10 Conclusion

Kenya has been ar the forefront in ratifying protocois and agteements in t'11* REGs/RIGS' It

was the first, for instance, to ratify the FTA and custom, *.t, protocol of coMESA' it was also

the first to signing of the customs ylon and the common *u'krt of EAc' The commencement

of the operationar irurionof trre EAc common Market in i,rty 2010 marked the beginning of the

comprex and long march tow1d1 transforming the EA-'region into a common or Single

Market. Its ratifilation in record time is a m*estone for the p,ac ar no other REC in Africa has

achieved sucir milestone. It is a milestone that epitomises :,'"i*.,-:l:.]cal 
u,ill and firm

commitmeot uy uii,t e EAc stakeholders in deepening and widening integratton'

\\4r,e Ken.va,s overa* short-term trade and economic interests are for the moment best sen'ed by

its membership of EAc and corvIESA, it should be borne in mind that the most profound effects

of regional integration are derived through a longer term engagement in deeper regional

integration that 
-invorves 

poori.g of soiereignty. The benefits come precisely of their

ine,ersib*ity and the track record the commitments set' This courd, however' not be combined

co\4EA and EAc account for half of Kenya,s trade as earlier indicated' Kenya's trade policy is

underpi*ned by the EAc customs union as we* as common market. The proposed rripartite

FTA betu,een SADG, coMESA una pec brings the Republic of South Africa. rn particular' the

EAc b10c creates a market of close to 130 *ittion peopie and a combined GDp of 80 billion

dolrars, making it one of the largest trading blocs in Africa ,vith Kenya being a dominant player'

The protocot op.n, door for trr" ro,o*,ini freedoms and rights for Kenyan and citizens of the

member states: Free movement of goods' ftt" *ot't*e"t oip"rsons' free mo\/ement of workers'

free mo,ement of ser,ices, free mo,ement of capitar 

-*a 
,n. right of establishment and

u,ith a short term orientation'

residence.

The re'iews carried out so far crearry indicate that regionar integration remains tire best optlon

for ensuring the sustainabre a.u.top.n.ni of the Ken1,a und ,t 
"r,gthening 

its grobai position' The

scope of the design of the Ke,yan regionar integration strategy hinges on a coherent strategy of
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engagement in the development of pro-erarnmes that enhance co-operation and coordination in
trade and investment facilitation; transpofi connectivity and improvement of communication
links between Partner States and the rest of the world; energy supply and ICT development in the

region; enhanced productive sectors; enforce governance, security and human rights and rule of
Iaw; human resource derrelopment; social and financial sen,ices development.
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3.0S\\/oTANALYSISoFKEI.{YA,SREGIONALINTEGRATIONACTI\TITIES

3.1 Introduction
This chapter focuses on a SwoT (Strengths, weaknesses, opportunities and.Threats) analysis of

Kenya,s position and acti,ities with d;; to regional.iniJgrutior. The objective is to identify

Kenya,s regional integration driv-ers.rr,i.ngri,rl and weatnt']t'' as well as the opportunities and

threats. The SwoT anarysis w.r then be-used in chapter Four as a framework to guide the

fr.p*u,ion of Kenya's regional integration strategy'

StrengthsarethosecharacteristicsofKenyathatgir,eitanadvantageoverothermember
countries of RECs/RIGs and can be deveroped further; while its weaknesses (or limitations)

place Kenyu u, u airJvantage rerative to ott 
"r, 

and need to te addressed. The benefits of further

regionar integratiori **r u. ursessed in trr" context of external opportunities that can impro'e

Kenya,s, strategic interventions at a;;", t"'"t at'a. toni'iu* to its development agenda'

uhilst taking in,o u""o.,,,t the key threatsthat u,ould need to be mitigated.

CHAPTER THREE

3.2 Strengths

3.2.1 Strategic geograplrical location as a gateway to East Africa

Ken1,a prides itself-as East Africa's gate'=ay *d::TTercial hub' and serves up to seven

Iandrocked neighbors in the p,urt firi.an and corrapie markets, including the newly

independent South i.,o*. rn particurar, *;" is a regional hub and continental headquarters for

numerous private sector and corpor ut'"' o'g'o"ations' in"r"aing coca cola' General Electric'

cisco Systems, ,"in.r."rr, Google, Nokia i.r"*"h, Pricewaterhouse cooper (EA)' and Toyota'

Nairobi arso hosts the rargest number of foreign 
"orr..porraents 

in Africa' including cNN'

Reuters,VoiceofAmerica'AP'AFP''Aliazeera'egC'BBC'andRadioChina'

Kenya is a signatory to the \/ienna and Gene'a Generai conventions on dipiomatic and consurar

rerations and it adheres, as weil as administers, the provisions of the conventions through its

protocol Department in the Ministry of Foreign Affairs. it" eaministration of the Diplomatic

priviieges and rmmunities is done in ac"ordu.r"" with the rere,ant pro'isions of the Kenyan Law'

As a resurt, this has made Nairobi tt "i"ua*g 
diplornatic-capital or 

'nr 
East and central African

region' 
ies that host United Nations offrces on the continent' It also

f;ilHffiilxj:;iffr;r.,*ie institutions such as the Arrican Deveropment Bank' the

world Bank,s global hub for fragile ,iu,., and the coMESA Monetarl',Institute (cMI)'
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3.2.2 Competitit,e Service Industries

3.2.2. I Trade Logistics

Kenya has iarger private sector logistics providers than other partner states in the region, and

most of the sen ice providers working in the region harre a presence or connections with Kenya.

For example, since Clearing & Forwarding Agents are intermediaries between a shipper and

other logistics providers in the supply chain, their contributions are critical and vital to the flow
of goods through Kenya and into the region. This is because most of the other EAC Partner

States (Rwanda, Uganda and Burundi) are landlocked and have to relv on Kenyan facilities for
their trade effectiveness.

in this respect, there are over 800 clearing and forwarding agents operating from Kenya. Among
the top 40 agents are the Nairobi Clearing House, Mitchell Cotts Kenya, Victoria International

Logistics Ltd, and Swiftlink Freight Sen,ices Ltd. Furthermore, web based processing,

complemented by single window operations; stand to significantly improve business operations.

3. 2.2.2 Financial Services

Kenyan firms have become successful exporters of business financial and distribution services to

the EAC and CO\4ESA regions. In order to sustain these businesses, Kenya-based banks have

set up branches in countries where Kenyan businesses have interests. As a result, they are

Ieading the regional integration of banking services in the EAC and COMESA regions.

There are four indigenous Kenyan banks with a total of 63 branches outside Kenya (including 16

in Tanzania,3l in Ugandaand 16 in Ru,anda). These banks include Kenys Commerciai Bank
(KCB), Equity Bank, Fina Bank, ffid Commercial Bank of Africa. In addition, about i I
multinational and Kenyan oumed banks use Ken1,3 as a hub to expand their operations in the

region. The rapid growth of Kenya's innovative M-Pesa or E-banking is another of Ken5,a's

exports to the region.

There are also indigenous Kenyan insurance companies ra,ith branches throughout the EAC
region. These include: APA Insurance. Insurance Company of East Africa (ICEA), Jubilee

Insurance, Phoenix of East Africa, Real inswance and UAP Insurance. The estimated number of
Kenyan insurance company branches within the region is about 30. Similarly, several Kenyan

stock broking firms have subsidiaries within the EAC region. These include Dyer and Blair
lnvestment Bank (Uganda and Rwanda), Faida Securities (Rwanda), and Kingdom Securities

(Rwanda).

Kenya has a strong capital market with a stock exchange that has significantly invested in
modern trading and settlement infrastructure. The total capital market capitalization for cross

listed shares in the EAC region stands at about US$ 3billion, u,ith over 99o/o being taken up by

the Nairobi Stock Exchange CNSE). All companies cross-listed and traded regionally are from
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Kenya and the NSE leads in terms of market capitalization and number of listed companies in the

region. The NSE dr;;r; sfiong,rru;;;;iest from institutionar investors' Most of the other

regional stock markets are, however, .ii*"o"rired by l";;;',gs and few products' which

limits cross listing and limits the range of products to mainly equity'

Furthermore, Kenya,s bond market.l, *.,, developed, while those in most other EAC and

coMEsA .ounoiJJ *. *d"rd.r"top.l with derivatives virtually non-existent'

3.2.2.3 Retail Services ket in 2002' Currently' the three largest

irul$,"m1*iil:i'"H["li:',Hi!?!*ffii;;;'inUganda*i'*oinRwanda
These *. u"trr*i, rrrt y, *1 N*.,*',o Holdings (rJre z'z)' Investments up to us$ 22

m*rion t uu. u..r, tade in buiiding ,rrr" "*,r.ts 
o{ora ,ii"iijo11)' These have also assisted

inpror,idin*u,nio*outletforanumberofKenyanmanufacturedproducts.

,i.i;lfJJ:ffi ffi,Jc,assrirms.n::,5:l?.fi xl3:":T:..,5*:,11il'""'io'iheregron
and beyond. The subsectors:* ,::^;eatest .t*"n :::over 

totals are insurance' accounrng'

non_banking financiar and Bpo ,"r.,i"J.. Business ,"*ir"' *r g"n*u,ly provided on a private

sector basis, una ,"[rir. a high le'el of skills that *t ""i'l "Jntn"a "ta ly"ae 
accounting'

architecturut, .ngir,ll'r'il;;; i.gur, ,ro' 1tt' and information communication technology

enabled services (ITeS)'

other forms of service exports include govemment to government technical assistance and

capacity building. Governme"l, 1", 
r,"ie greatly u"r,"irtt"a from this rever of support are

Rwanda, Burundi and South Sudan, all of uhom *t n''"*i"" oruott' EAc and coMEsA'

Fuflhermore, the competitiv"l:,, of both air an! :Tf":: 
transport services and logistic services

ha,e in purt u".n l'nrr"n."a by the common EAc *a 6,iJsA trade facilitating rules and

procedures, including insurance ,or.riro* Zep-Re *a 'A'Til which are both based in Kenya'

3.2.2.5 Air Transpoil Service r r r-rna anrl as such, is only four hours *.J-t::*

Kenya,s capitar Nairobi :, l]}::jli:":lt":j::,* il,li',l;i,#"ill'",;'H";tl'X;i'
*ort at"inations across the entrre c

a transit n ru ro, Africa and is "rr"'rt"tJ 
by 49 "iJ;J^',";h 

daily flights between Middle

Eastern, Etuopean and Asian t uus. It is the r*g"r, uirport in the East and centrar African

t Moio, internailonal airlines such as the WM, British Air\1'ctYS' l/irgin' Emirates' South Afr

EthioPian airlines, ha'e dailY sclteduledflights f'om JKIA. Other internati

among others

ican AirwaYs, and

Aeroflot, Jet Airlines, SingaPore Ail'lines' Oatar airlines
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region, handling over 5 million passengers annuaily. Its closest rival, Addis Ababa Bole Airport,
is the third busiest in Africa and handled close to four million passengers in 201 l.

i(enya Airways, the national carrier, connects Kenya to 55 destinations around the globe and was
rzoted Africa's leading Economy Airline b), the World Travel Awards. 45 of the 55 destinations
are within Africa and complement the government's efforts to grow bilateral trade and economic
links with countries in Africa. Kenya Airwa5,5 also has a code sharing with KLM on European
routes, therefore, giving a wide choice for international connections. Cargo pianes routinely
collect fresh produce, cut flowers, fish and other goods for export to Europe.. With the current
infrastructure development and upgrades, and construction of additional facilities such as railway
lines to support air transport serrrices, the centrality of Nairobi airport in the region and continent
is expected to deepen.

Regarding domestic travel, Wilson Airport in Nairobi is one of the busiest in Africa operating
both local and regional flights, and handling o\/er 263,000 passengers (12.5%) of the total
passengers in Kenya (KAA, 201l), It is mainly used by air charter companies for helicopters and
light planes, which operate daily flights to major tourist destinations in Mombasa, Masai Mara,
Amboseii, Samburu and the rest of East Africa.

3. 2. 2. 6 I nfo r matio n an d C o mmun ic atio n S e rv ic e s

Kenya's strategic geographic location makes it an obvious EAC ICT hub, as most of the
undersea cables land on its coastline. These include: TEAMS, SEACOM, LION, and EASSy.
Ken.va also has a well-established terrestrial fiber optic cable system, as u,ell as well-structured
ICT policies and regulatory framer,',ork. Both of these aspects haye resulted in impro,ed access
of a large segment of the population to the IT platform, u,hich has also faciiitated and
proliferated ICT-based sen,ices. In addition, the country has extensive and u,ell-de'eloped
communication infrastructure, which facilitates worldu,ide access to information. This
information and these technoiogies and its applications have created opportunities for Ken1,311s.

3.2.3 LVell Developed Human Resources
Kenya has seven (7) public universities and twenty two (22) private universities operating from a
number of campuses and constituent colleges across the counffy. To complement these
universities there are a number of national polytechnics, 17 institutes of technology and 12
technical training institutes. Kenya also has a number of schools, including some international
schools that incorporate international systems of education like the American, British, French
and German. Students are often drawn from EAC and COMESA countries to these schools and
universities' Kenl'46 also train in a number of universities in the EAc, coMESA and beyond
the African continent.
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\\rith such a robust education sector' this contributes greatly to the luntrl's 
capacity

developmerrt, in"t*ain*-tnut of. membe' tot'nt'i"' in the ?Ot'and COMESA region' For

example, the institutioi, proriairrg u ,"gional level or 
"',ppJ* 

i'"i'a"' Bandari college' utalii

coliege, severat ,."#"*"r* ""r*r"r:';:'?*,' 
tl'u"tt t""'ice (KwS) college tn

Naivasha und ,"r,.ri Medical rruini,g 3;;; Ni6 th;;;;;;; specialised courses inn health

and medical '"*i"J' 
iiuatntt in these *'ii*"*' *t a'u* f'om within and outside the regton'

rn generar, Kenya has a rerative abundance of professionars owing to its highry trained human

resource base At "J'""itv 
rever' "#;;*Y' :f:i l i**":Tl[:"il"J1^ilT:'[nn 

oo*

in science and tec;;rogy, whiie many more are tralned ln

Nairobi university is ranked among the top r00 universities internationally (2012 world

uni'ersity w"u J*nng).Kenya "rr"*;r';^ 
*Jr.rr,-l utr.*tt*u and 

|rardworking 
labour force'

rvith a strong entrepreneurial spirit,"ar-*.r, i, signirr"unt int*nutio"al exposure' This is in patl

due to the extensi* "*ptoy*ent 
of K;n;* r'ort311nit^i'i^t 

and coMESA countries' as

we, as South africa _ predomin*ur'* "'""Jemia, 
IcT, banking and the tourism sectors'

3.2.4 Political Stabitity, Peace and Securitlt

3.2.4.1 Potiticatwill . -:^.^^r inrcor its political stability'

iJ$I;:#J',:ff ;:,',:X',:,r[,'*l?:?',ll'H'?];il 
i:X]"'T"i'in"i"a'pendence'

maintained "or,rideruble 
stability *ro,[T"nges in it' potiti"ut t']::::t'from single party to

multi-party n"'i"''t 1992'*o 
'"itinal 

crises in neighbouring countnes'

Kenyahasinfactbeenhome.:.],"*,".,irom}lalda,Uganda,Burundi,SudanandSomalia
u,ho had to flee their home "".*1ri' 

I..r" to poriti"ur irriuuir'i[. K"r,ru''.Defense Forces (KDF)'

*orking una., the umbre*u or ,qN{rSOM (Afr'""" *tt'# in somalia)' are currently on a

successful *i"ion to bring peace to Somalia'

3.2.4.2 constitutio.", o:f'::::" 
led to far reaching constitutional reforms that entrenches

The 2008 post-etection crisis ,"1_ to."j*,j::_:lal; """i" r"it,i", Iandscape, ensures the

**::::.*mxl:li'#*ffi'fi r1#ffi:ili:ti*"r]T']i,'i'iii*
civ,, poriticar and propertv ri-d1;ffi'y":,]5-iilil'*.,*'ll:T::Tl'1',1'5':t':it";

?f,l.il;IJ,,ffi 
j"#ilti,:.?H,.}iJill":,,:ffiTii',1,1,'T;ilanains,i,u,ionat

lSSUES
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This u'ill complement the freedoms gained with the re-emergence of multipart5, democracy,
including freedom of speech, the press, and assembly. Kenya is nou, a multiparry democracy and
has held general elections every five years.

Furthermore, as provided for in the Constitution, the oversight role of Parliament on intemational
commitments creates the opportunitS, 6g harmonising trade related commitments in the different
RECs that Kenya participates in. Kenya can also share her experiences with other regional
countries during the review of their constitutions. This would potentialll, harmonise regional
human rights and governance standards.

3.2.4.3 Strong Judicial System

Kenya has established a strong and effective judicial s),stem that protects civil liberties and
enforcement of contracts. Follou,ing the enactment of the new constitution, adequate and
credible judicial institutions have been put in place to address major challenges facing the
country.

The Kenyan iegal regime is based on English common iaw. The new constitutional dispensation
will also provide a mechanism for improved governance and the promotion of peace; both
factors that give investors' confidence. Overall, Kenya's policy, Iegal, reguiatory and
institutional structures are comparatively well developed and with better capacitS, as compared to
other partner states, especially in the EAC.

3.2.5 Relatively Diversified Export Base
Kenya has a reiativell, diu.ttified export base outside its traditional commodities of horticulture,
tea and coffee. This has boosted earnings and created more jobs in the economy, u,hile reducing
the risks of reliance on the traditional commodities. The country's total export items stood atZ22
in 2009 compared to the 151 tariff lines in 2000, representing a growth of about 50 per cent
(Economic Survey, 2000; 2010).

Agricultural and manufactured goods (including tea. horticultural, coffee, fish, leather. steel,
cement, footwear and petroleum products) are Kenya's key regional export products. This may
not amount to diversification in global terms, but, to the extent that the export basket contains
Iimited value added products hitherto not traded in, it does create nsw possibilities. With
sustained and deeper regional integration, Ken1,a stands to build its participation in the regional
value chains, thus enhancing exportation of intermediate products.
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The ratio of exporrs to GDp (Tabre3./) is reratively s1ar, Iess than zoYofor all the five EAc

countriesa. However, Kenya's to* 
"uto'ut 

resource/mit"'ut-"naourment 
leaves the bulk of its

non-traditio"ut t*po?'io Ut u"ot'nted for by manufacfllrers'

Table 3.1: EAC Partner States ExPorts to GDP 2005-2010 (%)

Source EAC,2010
rise in the near future as

The share of KenYa's exPorts as percentage of GDP is likelY to

discovene s of significant natural resources' including oil and gas, have recentlY been made' The

country thus has great potential for natural resource exPIoitation' ln addition, ongoing efforts to

undertake an airborne geoPhYsical surveY are likelY to result in fuither discovenes of minerais in

Kenya.

3.2 Weaknesses

coMESA countries (KIPPR4' 2004; tJNCTAD', 201I)

3.2.1 Institutional Framework and Mechanisms

';l:J,!,?illi"i':i::;i"!:;':r"{:i3;i:':^*:'Z'#:;;:'Z';111'jt'n'**en'is' 
and be'[ween'1he

pubric and private sector, on regionai i'fl.:-l L1':#*,*': HJ"::[:Lt".i:"t*]

HJ;;*"***,m, :::il' i1 
::*JnL"fl""*J:'iT :*;;;;; 

* ac'liv itie s'lha'l inhib it cro s s

REC programrne p"uin.rrrrrp, Td 
infoLation sharing *orig imprementers and beneficiaries'

Further, the tack of coordination ;""-" [l t:g:f;"t"'it' in iimited dialogue and

involvement in the programme cycle of 
'"iio"ul 

integration activities'

This is compounded by the frequent staff transfers in key Ministries and Agencies' u'hich

undermines institutional memorv *; i"**q'"u":'ff1*:{**t:XftH:: ;; ;::'#
,*;.3i;Li:J*::['i,ffi ,",',if#:Tllil'i;*;;;i*::,:T:racks'lherequisi'le

competenc., ,o "i*rion 
regionar ,","#1, issues. rire tack of a regional integration policy

2l2320i915 18.4t4 15.7Uganda 12.Z1211 ') 16. I911 t4.6Tanzama 16.315.015,6 9.0KenYa i 5.010.010.0 6.810.0 5.1Rwanda 6.06.06.47.6Burundi

1 The ratio is also less than 2 0%for
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in Ken5'a could be responsible for these weaknesses. There is also no clear articulation of the
national interest in regional integration activities b), r,arious piayers in Kenya.

3.2.1.2 Limited Role of the Kenyan parliament in Regiona! Integration
The engagement of the Kenyan parliament in regional integration matters has generaliy been
weak. The Kenyan Parliament has often relegated the process and progress of integration. and is
largely uninformed about regional developments. The Kenyan Executiye arm of go'ernment has
often assumed ownership of treaty obligations. The result is that the integration process is seen as
being purely government-to-government and not carrying the people or their elected
representatives along. The ou'nership of the integration process by the people is therefore lost.

Correspondently, the Kenyan parliament does not have much role on matters relating to
COMESA, yel a lot of commitments have been made. Ken5,a now hosts the COIT4ESA
Monetary Institute (cMI), which is a precursor of the future monetary union of coMESA.
Kenya's representatives in the East Africa Legislative Authority (EALA) are directly elected by
the people, therefore raising again the issue of ownership and participation in the integration
process' Even though the Kenl,an parliament now elects Kenya's representatives to EALA, the
nomination process of parties is often driven by nomination of candidates with party lo'alties
rather than competencies and interest in regional integration matters. There are currentiy no set
standards for nominations into these parliaments, i.e. relating to gender. opposition partv
representation, and representation of ethni c minorities.

3. 2. 1.3 Capacity Limitations
Like other developing countries, Ken1,3 still lacks capacity in the formulation of trade policy.
There are no internal champions who can become trainers - indicating the need to train trainers
for capacity transfer and consolidation within both the public and private sectors. Inadequate
capacity in trade policy formulation is compounded by the intricac), of tr),ing to harmonize the
various multi-level multi-sector trade agreements. Negotiating skitls are underdeveloped and
documentation of positions for follow up is often lacking. This is further compounded by iow
a\ryareness of key issues, priorities and policy objectives across most of the stalieholders
(parliament, CSO, citizewy, public sector) due to a lack of knou,ledge, Iow research skill
competences and the ability to make evidence based decisions.

While Kenya has signed bilateral trade agreements, including double taxation agreements u,ith
both developed and developing countries (as well as EAC partners) that are crucial for cross
border trade and investment, the requisite capacity to implement them does not exist. The media
also lacks the competence to effectively, consistently and independently articulate regional
integration issues for the general a\ Iareness and education of the public on international trade
relationships and the implications of proposed processes.
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The absence of horizontar partnerships and formal information sharing 
letworks 

impairs the

consotidation of " 
;ffi; *'rt "f k";;*"' ut'ot'-J*th" MDA and sub-committees' on

issues arising ""O"' "u"i' 
thematic *1;il;#:*"ne;t and WTO processes' This creates a

situationu'heretnJcoordiitt:*Y];istriesoften'"taina-suU'tuntialmonoPolyoverthe
kno wi e d ge una i,,ro'rn ati on rnro*ution ;' +*".,": f i:tl#:* *6 : }:',..'lt;:ItTj

TiffiE3,ffi**{tf1i:Fff::J1:.il'T, 
ilur, nu,io*r engagemen'f wi'lh

inte*ationuf *ua"-irrrr., *a, *r.#^i"*t' the overall l*'"tt ot,* 
-:?tional 

response to

external uud, poti.y and .vent, rn. uJai i* ,n. ,*o or rorio* up and. monitoring of the impact

of integratr", ,r"Jr"**.s often ,;"J, ," delayed oroJr**. imprementation and regional

inregration ."r,*?ril;;'r", i","* *il;;;"u*.i t"i" "",a"al 
development planning'

ii'diJi:,r,r:*::i:!;:;":^::"::;'{;";:::iwff#'Yifl 
:[f :"fi fl Y1'gionut

integration issues' this is still generali;;;;;t-":::fft[rffi;iH:1;J:ti:":Jj-j
rimits the le'er ^J 

a.p,r, of consultation on ma]ory 
Hi;;;, o""in, *surance and control'

,J[i"]:il,:.Js;*:r*m;;:"ffi:rt#*il"r:ffi :l'Ji:I:,'ffi;;;'n'1,"
further compounded by weak .o*;;;r,-;;rearch una unutyris tl inform positions' Fufiher' the

weak *or"r,r*""/accounrability 
iro."rr., among [:'i;;t';i'" ii*i" their oversight

comPetences'

3.2.2 Trade Facilitation

3.2.2.1 Plethora of I'{TBs

The EAc partner ,ru,.I"o.n comprain of the wide imposition of NTBs by Kenya' while NTBs

may be iustiried "" 
;";; nr,l*X#;tlll::T::lLT$ rnrant indusff ies and revenue

,rJ,*it"., their management rlay lmpa 
include: (i) cumbersome customs and

Most of the NTBs that Kenya is often accused of imposmg - procedures, (iii)

:*#ilTJ:.,::j*i*i:J.T,::?i?",sl,"1pt}::-"TT'1[:1"'J'**':,!':I
tfi ,l"lhixT",?;:tr,il1;;ly-T'il'*Tiii*rr**r-iTr:[T'HT:I-::;Tlffi]
Urrrina,' registration and licenstng' 

-^.^., cp.rnrs oarticularly metals'

Htrff T["ffi:''r*':'.::[:i';J:'I#";]";'#ri']:''Tll":;";;isimposing
too rnany restrictions, which end up #;;;;;"rti. p,i'"' and hurting consumers (world Bank'

,Or').Further Jau* in the ao*..,i.u,io-n and enforc"*"*'"tr.gional 
lau's are in themselves

major NTBs
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Road blocks, weigh bridges, inspection of transit cargo and unilateral application of nationaj
standards constitute another major group of NTBs in Kenya. Queues can take between one to
two hours at each of the six weighbridges along the northern corridor. As a result, there is a
clear incentive for truck drivers to pay bribes in order to skip the queues. These chalienges raise
the cost of doing business and impede factor mobilitl,, as well as investment.

Although Kenl'3 has responded to these NTBs by trying to simplify procedures, use of IT
platforms in the clearing and payment of duties, reduction of licenses and road blocks, and a lot
more effort is still required.

3.2.2.2 Export Products, Processes and System
Trade facilitation in Kenya is also constrained by problems inherent in Kenya's export s5,stem.
These include: a u'eak export suppllr base, low value addition to Kenya's export products, low
investment in the export sector, a naffow product range, lack of market information and weak
market development promotion and support structures. This is further compounded by the
iimited Kenyan private sector inrzestment in the research and dei,elopment of products. In spite
of some investment in the SI4E sectors, their lack of clear linkage to regional and global value
chains curtails them access to regional markets.

Although a common market has been adopted in the EAC, numerous barriers continue to limit
the mobiiity of Kenyan professionals. in addition, skills mismatches and skills shortages, pose a
significant challenge to many Kenyan sen ice exporters. Another factor that constrains service
providers from exporting is a u'idespread lack of knowledge about exporting opportunities,
markets, and processes, and a lack of awareness, on how to acquire such knorviedge. Very often,
Kenyan service providers - especially smaller ones - lack international networks, and find it very
difficult to obtain market intelligence on foreign markets. Finallr,, difficulties in penetrating
foreign markets also come from Kenya's low international brand equit5,, as a business service
provider. Thus with the appropriate legal and regulatorl, reforms supported by harmonised
regional policies and institutions, Kenyans stand to benefit frorn the implementation of the
freedoms of movement of factors of production.

3.2.3 Infrastructure Challenges

3.2.3.1 Delays and congestion at Mombasa port
Low productivity at the port is due mainly to yard congestion; traffic jams inside the terminal,
equipment shortages and breakdo\ rls, lack of a modern Terminal Operating System (TOS), poor
customs clearance coordination and low labour motivation. As a result, berth productivity is l3-
14 moves/berth-hour (EAC, 2011), as compared to performance data taken from the port of San
Antonio in central Chile u'here the average berth productivity was 63 moves/befth-hour, port of
St. Vicente in southem Chile, berth productivity was 40 moves/berth-hour, Lagos, terminals
achieved 22 moves/berth-hour and Accra (Tema Port), the berth productivity was 23
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moves/berth-hour This leads to an excessive dweli time of uP to 9 daYs in Mombasa in contrast

government of

to Rotterdam Port with a dwell time of 4 da1'5

lndia), SingaPore port rvith a dwe1l time of 0'6 daYs; and Jurong Port with a dwell time of 0'8

da"vs. This difference results in higher costs and lower reliability. For examPle, it costs US$ 2350

and an average of 624 hours to compIete the Process to imPort a light (20ft) container here rn

of 96 hours in SingaPore' in China it costs US$ 615 and

KenYa, it costs

an average of 5

US$ 439 and an average

76 hours, and it costs US$ 975 and average of 144 hours in Netherlands'

empty

3.2.3.3 PoorRailwaltNetwork -^.,,i+hin Ke.nva and uganda as a narrow gauge (1'000

*irxi:TIL#'"*#t*t;,IT::,$i.il1.::il::"T*l'h'u-"'"'vri"r'
has been added ,o * system and the };, ; old and i, "."J"i 

rehab*itation' As a result' both

rail freight tonnage and nas1e1g", k*;;;rs travelled h;;;.r decrining stead*v over the

),ears. Although the burk of the *"i;i; fteet is otd, it re-mair, ,.*i""abre and suitable for

rehab,itation and upgrading. These ;;il incrude the 39 ;;;i.r (ctass g.3lg4) diesel electric

rocomoti,es that.* ffi,Ji.* raii, *nt.h form the core of the mainline fleet'

From the Northem Corridor' there are several spurs' The most important being the line to

Kisumu on Lake victoria and the ,o-*L ,n. uagaai s"ari"i.. to the south of Nairobi' whose

nolentils 1T^i:,rrJ3*:##11iflil:.J '"* 
n*'port svstem Finallv' the rail

link to Tanzanta tr

3.2.3.4 Perennial Energ Shortages ' -- an ample t"pp!-o.f

ffii;1'rj#{#[#;y#+*Tffi ?i:it j:li"flli::;ffi ;,r'.t"nvuwi'i'

Iess than one-in-five Kenyan """;r;;;rectricity, 
the current power generation capacity is

_ii;r;,r*, o"f::,:'::I::"^::,l,,"til:l 
or backhaurs, congestion around major urban centres

and poo-oua .onai,il"r.- r, adaitiol: i*-r"'n*u oi rirss' as well as comrption' also

collectively impact negatively on tralnorr to'tt' On the Nofihem Corridor' the most expenslve

road segme.t i, b";;;;Naroui ""d 
;;";i, *ni.i, r, ,h.;;;rt or u combination of difficult

terrain and congestion'

Land transport (road or rail) represents the most significant element from a price point of view

(50-g0 percent "r 
,lrri iogistics cost), whiie the port represents 60-s0 percent of total time to

destination. Extra ,".*, costs, au" to delays and in.rr*i"n"ies in the-road corridors' also

make a significant impact on the total cost of goods, """"*""t 
i:t 

ll^'..i 
percent of the total

rogistics cost. i, K;;;;, vehicres licensed for transit cannot carry domestic cargo and must use

prescribed transit r;;;;..'This has the effect of creating;;;;; trips with the vehicles being
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grossl)' inadequate to meet the projected demand of 1520 MW (Vision 2030; GoK,201i;3'd
Arurual Progress Report, 2012).

The deiays in the oompletion of Sangoro hyd6-.nerg1, and Turkana wind power projects
contribute to a short fall of 321 Ir4Ws. To help bridge this suppil/ gap, the Government has, since
2006, been importing rental (emergency) generation units, although these units are verlr
expensive and require large subsidies. Nevertheless, even with this emergenc)/ capacit5r. anfl
even if normai h1'dropower is restored, the reserve margin would still be iess than be l0% eA2
Ir4'W excess capacif5' during peak demand), which is far below the recommended level of 30%
target of 460li4W excess capacity at peai< period (GoK, 2011).

Moreover, the current eiectricitt, tariffs for industrial and commercial users (Table 3.2 6sls1t), at
15.90 US cents-S.13/k\ & (UPDEA, 2009) are much higher than those in COMESA (Egypt: 8.02
US cents; Ethiopia: 7.69 US cents ) and SADC countries (RSA: 3,64 US cents), who Kenya
competes ra'ith for private investment. This is mainly because Kenya has had to shift towards
expensive private-funded thermal (oil) generation (lPP), as a result of having exploited virluaili,
all viable hydro power potential. Finaily, although geothermal is a low cost energy source,
investment to date in Kenya's geothermai potential has been grossly inadequate.

Table 3.2: COIP TARTFF cents US/kWh

Source Comparatitte study of electricity tarffi used in Afi.ica - Decembet" 2009

3.2.3.5 Low ICT Connectivity in Rural Areas
Internet access remains limited in Kenl'4 especially in rural areas. Indeed, low levels of access
were responsible for Kenya's ranking of 116th globally (1Oth in Africa) on the inrernational
Telecommunications Union's 2009 ICT Development Index, While Kenya has been connected

Itdcw :GWaND rclBv, ,: frniWAj, l:'Ginlori ''(TANZA

Social tarif ll(W 1,34 13,99 1 5) 9,70 4,25 4.62 6,4

Single phase domestic usage 2kw 1,56 13,99 1.52 1 3,50 5.09 4,62 8,8

(E=200kWh1month) 4kw 1,56 13,99 1,52 I 3,50 5,09 4,62 8,88

Triphase domestic usage 6ku/ 2,50 13,99 |,52 15,40 6.26 a t') 8,40
(E:600kUrh/month) 1okw 2,50 l? qo 1,52 I5,40 6,26 4,t2 8,40

Comrnercial usage 12kW 8,02 13,99 3.64 15,90 7.69 3,64 10,6 t

3,64

,33 8,45 ,38

8 3,64

I 8

15 9013,99

13,99

7,69

6,42

I 1,84

I0,00

(E:l 800kU41/month)

Semi-Industrial & motive
power

i5kw

20kw

(E=2 500kWh/month) 25kW 8,33 13,99 3,18 8,45 6.42 3,55 I 1,48

l\4edium voltage

(E:35 000kWh/month)
250kw ,s

35 91.54 Ii3 99
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via the East Africa Submarine Cable S),stem (EASSy) and The East Africa Marine System

(TEAMS), the additional bandu,idth has not transrated into widespread internet access in homes'

businesses, in'"*tt "uits 
and on mobile phones across the country'

3.2.3.6 Delays in tlte implementing the Yamoussoukro Declaration

Kenya, like the other Africur, 
"o.rot 

iJr, hu, been slow in i*ptt*enting the Yamoussoukro

Declaration conceming the liberalization of access to air transport markets as decided by African

Ministers in charge of air transport in Nor.*u er 1999 (Au, 2000)' This translated to poor

connectivity in the region, with Kenyun "u,,i.,, 
Kenya Airways, losing out on business. Further,

sustained differenti-all in rures ,ra ,"gri"rions with bilateral agreements-:1or*t*ing servtce

provisions transrates into reducea 'o*i'*i':::*,::"tiX;::Hi:I:l;ltT"'r"flilltli
[ii;,lJ:,'ffi;:i:T:::,"iil:]':'J."fi:fr""*J,":?il.;;:"", 

orArrican popura'iions

The objectives of the Decraration with regard to internar market riberalisation to promote fair

competition ur. ,tiiirulid, but implementxion hut u"tn 'to* 
and cautious in Kenya' inciuding

the absence of an appropriate t"gd t;m"work. These i*pu"t, negati'ery on air transport safety'

security and environmental issues'

ffJ*iff';?;";:,:;#,'::!'Xi;"'K:T'anks 
Kenva 10eth out or 183 economies' with an

overa, score that has decrined by 3 o"i*, ,o*p*.d to lo tt (reflecting rower scores for six of

the indicators). According to the 
'artest 

Enterprise survey (2007), th1 
lon 

three obstacles to

running u urrrin.* in Kenya incrude: Tax Rates, .t"".., a Fin*"r and the negatives effects of

practices of a large Informal s".,or-r"rrrlting in high failure rates, unfair competition and access

to productir. r.ri*s (KCA, 2009). rn addition, K"nyu stilr restricts foreign ownership in.more

sectors (terecommunications, ports, naturar resources, media) than most other economles ln

Africa.Forexample,foreigncapitalparticipationintelecommunicationsislimitedtoa
maximum of 

'o%of 
the investment capitar. However, .il ; provides foreign investors with a

grace period of 3 ),ears to buiia up trre required a"*t'ii" "upitut 
contribution of 30% of the

investment requirements'

Although the Kenyan business environment fares unfavorably grobary, it has still improved

substantiary as a resurt of tire significant business ,.gututorf *;";' undertaken with over 1'300

business ricenses and fees re,ieu'ed, ;:lJ :t":, 
i:1::t*ess licenses eliminated' and the

remainder now hosted in a new entity caued the Electrorri. n.g,'tutory Registry' which is based

in rhe Business Regulatoq' Reform J'ii 
"t.the 

Ministl] "t 
Fin*tt' Further improvements

incrude the repracement of the paper based customs administration with an electronic data

system, which .rr**, business people to electronicary submit their customs decrarations and

pay customs duty on-ti.,e. ln addition, under the e-gol,ernment initiative, government services
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are increasingly being offered on-iine, including services such as completion of tax retums and

application for passports.

More needs to be done, however. particularly with regards to NTBs and sen,ice delivery
efficiencies. This could build on the public service reforms alreadl, undertaken in all Goverrrment
Ministries and Departments including: the implementation of performance contracts (PC),

service deiivery charters, and results based management (RBM) frameworks. The Government
should also continue u,ith reforms that aim to address the general status of the Kenyan macro-

economic environment. Some of these include the enactment of key pieces of legislation which
will have significant impact on the business environment, including: tax administration and the

implementation of Special Economic Zones.

3.2.5 Immigration
Most Partner States in the region have got national immigration laws that allow immigrants from
other member countries in the RECs they participate in. Work permits no longer appl), for EAC
nationals within the framework of the EAC CM. However, those of COMESA and IGAD are

subjected to less stringent immigration larvs compared to those of other countries outside the

RECs Kenya participates in.

The increasing number of Chinese in East Africa's major capital cities engaging in small
business is becoming a threat to the irnpiementation of the Common Market Protocol among the

EAC Partner States. Chinese investments in small retail outlets usually known as China shops

have been very corrosive to local economies, threatening prospects of retaining even existing job
opportunities.

Chinese construction projects in Africa are often carried out by Chinese workers. In some

countries, the awarding of govefirment tenders to Chinese construction companies have had an

adverse effect on the local industry and has been u,idel), seen as unfair competition. especially
rryhen Chinese companies paid their workers well below the required minimum \ /age. Cheap

consumer goods from China have negatively affected local traders, as well as local

manufacturers who cannot withstand Chinese competition. As a result, thousands ofjobs are lost.

3.3 Opportunities

3.3.1 Bigger lWarket Access and Investment Areas
The African region now has a solid market u,ithin u,hich to derrelop intra-regionai trade and

investment. With a population of 1 billion (2010), 60 percent of u,hom are below the age of 30,

great potential lies in the abundance of a growing labour force, as well as the capacity to develop

a huge consumer market. This is a significant opportunity that Kenyz should look to exploit in
order to spur growth and provide jobs for its rising population. The focus on trade and

investment is even more appropriate because, as the African continent moves au,ay from a
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dependency on aid to a focus on development, trade w*r be a criticai component of this new

development traj ectorY'

opportunities for Kenya have arready arisen from the adoption of the common market in EAc

and the customs union in coMESA. This expanded **t ", has arso enrarged fo'owing the

deciaration of the independent state of South s,raan. The proposed coMf'SA' EAc and SADG

tripartite arrangement and formafiol of a greater free t'uit u'"u (FTA) will also provide

opportunities for Kenyan exports in goods uid ,"rui".s. The wide range of Kenyan exports in

services include: baniiing and finance, distribution, t unrport and logistics' telecoms' air

transport, tourism, 

-.du.urion, 
professionar services rike management consultancy and other

kno*lrdg. services including ICT'

Increasingry, FDI inflows into the African region, Kenya incruded, are arready on the increase

and u'ill be spurred on b1' more integrated markets"In addition' efforts being made to reduce

production and transport costs, uro u result of imprementing the regional infrastructure

prograrnmes, is a big attraction to potentiar investors. t<"nru "un 
ar'o offer a youthful and

relativeiywelleducat-edlabourforcetosupportbothinwardandoutwardFDl.

Alread1,, Kenya,s positi'e growth in regional ,lid. o1;r the last ten years has been attributed

mainly to the deepening of integration initiati.,., *ithin RECs like CoMESA and EAC

Although intru-erri.* ,La. l, still actually very lou" accounting for about 10 per cent of the

value of total exports, Kenya has enjoyed a signifr"*i 'nu'1."i*:- fearly 
half of Kenya's

exports (about uls s.: m,rion in zorol were destined to African countries, with 85% of this

*oing to COMESA and/or EAC member countries'

Thekeyexportproductsincluded:re-exportationoffuelandlubricants(|.1%),foodand
beverages (4r%),transport equrpment and passenger vehicle s (1.7%), and industrial products

like cement and soda ash (30%) (Economic Survey., zotzl.Ultimateiy,.these RECs provide

Kenya with bigger market access oppo,t rnities foradiversifred product and service range' while

Kenya trades *i,h ,irt-,rully e'ery *"*b., of the coMESA *i r''qc regions' trade restrictions'

on account of NTBs etc.. Iimit the opportunities. As a.resurt, rationarisation of the trade regimes

across the different RECs would "rJ; even more market access opportunities'

private sector participation has also been stepped up in cross-border investments, which includes

participation in capitar markets. Kenya is no*, the second highest source of FDr into Tanzania'

Ugunau and Rwanda (fable 3'3)"
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Table 3.3: Fo Direct Investment Flou,s in EAC 2006 - 2008

Source: EAC,2011 and Partner State Investment Authorties

Kenya's currency conveftibility has laid the basis for diversifications into new and upcoming

economic activities, particularly those in the financial sector and service industries. In fact, all

five EAC countries operate government debt markets at different stages of development and their
Central Banks hold auctions under different fiameworks (Table j 4) to seil treasury bills and

bonds. In this respect, Kenya raises the highest amount of debt (27.3% of GDP) and corporate

bonds (2.4% of GDP) in its securities market.

Table 3.4: EAC: Treasu Bills and Bonds Outsta at End-201 0 mil

Country Source of FDI 2006 2007 2008
Tanzania 0.31 8.571 1.429
Uganda 1.43 4.825 0.571
Rwanda 0 0 0

Burundi 0 0 0

ROW 1235.26 2044.t44 4555.r42
I(enya Total t237 245,.142 455',7.142

Kenya 3 s.30 45.80 28.5'7

Uganda 2.3 2.80 25.00
Rwanda 1.8 1.',7 50.00
Burundi L56 0.5 8 0

ROW 5,836.30 5,664.70 (46.71\
Tanzania Total 5,877.26 5.715.58 (39.94)

Tanzania 2.17 3.99 9.00
Kenya 148.05 3 0.88 133.48
Rwanda 0 0 U

Burundi 0 6.00 0

ROW 487.99 5 19.80 I,I 1 1.71
Uganda Total I soo.ez638.2I t.254.19

Tanzania 0 0.36 0

Kenya t2.94 33.9 17.56
Ueanda 0 0.9 0

Burundi 0 0 0

ROW i06.8 195.3 3 r 1.96
Rwanda Totai 1t9.74 230 46 329.s2

Tanzania
Kenya
Rwanda
Uganda
ROW

Burundi Total

BurundiProduct Kenya Rwanda Tanzania Uganda
Treasurv bills N/A 2,046 94 445 544
Treasury Bonds N/A 6,566 25 1,635 685

Comorate Bonds N/A 743.8 I 7 5l .6 44.3

As % of GDP N/A
Treasurv bills NiA 6.5 1.7 a.)L.L 3.6

Treasury Bonds N/A 20.8 0.5 8.1 4.5

Corporate bonds N/A 2.4 0.03 0.26 0.29
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Source..EACcentralbanls;IMF,WorldEconomicoutlook

iiffi #"': #'f:::T':r':ff'# ,, "*r.cted 
that there wil be substantiar mobilitv or

professionar staff subject to EAc specific countries meeting their obligations of gradually

liberalising the agreed ser'ice sectors. Kenya stands to benefit from concerted efforts in a

number of selective sectors in finance, transport' ICT' education and related service sectors'

with Kenya,s rerati,ely well estabrished health infrasffucture and referral hospitals, and with its

strong linlage to reputabre medicar institutions around the world, Kenya courd diversify by

offering its heaith ,"*ir., throughout the region' Already' Nairobi Hospital' Aga Khan Hospital'

AMREF and AAR provide services at the regional level'

3.3.3 Sttared Management And Approach To Common/Public Goods 
'.^-.':'

Natural resources and trade related issues are trans-boundary in 
lature 

t-:l':t'* large outlay of

financiar and technicar support. Effective management requires a regional, continentar or

global approach.'-L.nru in it, pu'titip*ion in regional integration stands a better chance of

implementing such commitmen,, on u regional basis. Some of the plogrammes that could

benefit from region approach incrude disease control, management of Natural /environmental

disasters (drought, floods, trans-boundary diseases); loss of biodiuersity and deforestation; and

rising temperatures, increasing Gas emissions and carbon sequestering. others include joint

approaches to *uto scarcity, conflict and environmental degradation and loss of biodiversitl', *6

solid waste disPosal'

3.4 Threats:

3.4.1 Increased Gtobal ancl Regional Conryetition ' ' rn for the Kenyan

A maj or threat *J;;;; no'ti"':sl:::l^ Tt:Tii:,l1' lncreased 
competltrc

private sector - purti"rrlurly from C.MESA countries such as Egypt' In addition' with the

proposed coMESA, EAc and 
'ADC 

tripartite arrangement and the introduction of a Free Trade

Area (FTA), 
"o*p.iition 

from especiary South African products and services will arso intensify'

A more locar exampre is that of etuioiia, which has about g milrion hectares of fertiie arabre

rand rocated rargery in the Southern and South-western parts of the country; in areas covering

the southern Gambella region, the omo River Basin regions of Kefa and. Gamo Gofa' and

spreading to the Afar regions. Ethiopia has arso initiatei an irrigation settrement scheme for

15,000 households "r,rr. 
border with Kenya' Both these factors' large arabie land and huge

water resources, give Ethiopia a comparatir,e advantage within i".'1,1"j1j:',on as compared

to the harsh and dry conditions in Kenya,s Northern and North.Eastern reglons.

At a global level the world economy has also become increasingly more competitive' which has

Ied to diminishing opportunities for trade and exports. In addition, markets such as Europe' that
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once absorbed a large share of products from developing countries, are not shou,ing any import
growth and are currentlv only importing selectively 6u. to the recurrent giobal economic crises
that have affected their spending capacities. Kenya also faces a proliferation of RTAs that
exacerbates the sfuinking market opportunities for its products.

Although efforts are being made to develop and enhance the value of Kenyan exports, the
country's imports harre continued increasing at a higher level. This has resulted in an ever
increasing trade deficit and pressure on the country's net foreign currency position. In addition,
Kenya experiences unemplol/ment and under capacitl, utilization even in export sectors that once
thrirred. These include the cotton and textile industry, leather and leather products, among
others.

3.4.2 External Shocks and Events

3.4.2.1 New Markets and Products

Within the globalizing aruangements, consumers are constantly informed of the new products
and services in the market. Consumer tastes, particularly for technology based products, are
constantly changing. Products are now characterized b5, short pLC cycles, thus requiring
constant investment in innovations. However, with new fragmented production systems, New
investors can locate anyu,here globally on basis of costs or markets. This will allow new
investors to move direct into the new product lines at least cost. There is the likelihood of firms
relocating outside the African region and yet be able to sell the final products into the regional
market.

3.4.2.2 Terrorism, Piracy and Insecurigt

fusing insecurity is one of the top threats to regional integration and the EAC region is already
under pressure to deai u,ith increasing cases of piracy, cyber-crime, terrorism, human trafficking
and money laundering. Kenya's close political ties with the U.S. and other western
goveriments, as u,ell as support from Israel, also makes it a target for terrorism. For example, the
threat of Al-Shabaab terrorisrn spreading from militia bases operating in Somaiia has forced
Kenya to engage militarily in Somalia. This has put pressure on the country's budgetary position,
due to the financial commitment from supporting the war. In addition, it questions the value in
opening up borders and freeing up the moment of people and products across the region.

3.4.2.3 Political Instability and Civil Unrest

Pover$', bad govemance, high youth unemployment, and lack of adequate opportunities for
economic empowennent through legitimate means are kel,factors that continue to fuel political
instability in Africa and, unfortunatell,, do not create conditions conducive to regional
integration. The Horn of Africa and the IGAD region in particuiar, remain parlicularly volatile in
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this respect. Further unrest in Sudan and Somalia wi, arso resurt in more human displacement

and a resurtant destabilization of potentiar markets, Internalry, Kenya remains watchful of the

upcoming elections in 2013. A repeat oi,0.2007 post-election crisis wi, again erode investor

confidence, which wiII rer,erse many o,.0" gui,,s o,e, the last five years that were built on a

decade where the country performed largely well'

3.4.3 Nationalistic Tendencies ---.:-..^^ Ai'eroent economic structures of potential

occasionalnationalistictendenciesandthecontinueddivergenteconomicstru
partner states are obstacles to reapir; ;; **i.r1.l-:l*t from regional integration' As a

result, there is a need for stronger emphasis on communi"ution, information dissemination' and

education with respect to Rr issues K,enva has arso been seen as the 'big brother' by some partner

states and one that could potentially dominate given its reiatively larger economy within the sub-

region. rn. go-g"ttirrg unirrra. of.Kenya's private r."io' atd tt" lack of synergy within

Government on regional integration t uu. in the past led to confllct bo:h *ltll" Government' but

arso with the priiate sector (KEPSA/KAM), on the goulr, direction and pace of regional

integratton.

3.5 Conclusion

while the EAc on the basis of the depth of the regionar integration agenda constitutes the natural

REc on which Kenya can and should anchor its regional iniegration agenda; the different REcs

in which Kenya parricipates provide ;t;r" un"ho., ro, tt". rearisation of vision 2030 and

beyond. EAc in zot t u""ourrted for or., !5% of Kenyan exports into the African region while

coMESA accounted for 350/o. Besides, some of ti',. tu.rutire markets include congo DRC'

Sudan, Ethiopia and Somaria. The cross border investm;nt opportunities have provided job

placements ro, r"rrv* professionals. Regionaiisation of energy access has opened up new

so*rces of energy n"* girri"pia, South Africa including potentiars from congo among others'

In this regard, Kenya,s regional integration strategy sha, reverage the country's strengths while

managing the threats while 
"orturrrrnf 

*.uto"""' t" t*rtt adva:ntage of the emerging regional

opportunities arising from its strategiJ geographical rocation as a gateway to the wider regional

markets, human resource competenc.s, iotiticut stability and a relaiively diversified export base'
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CHAPTER 4

4.0 KENYA's REGIONAL INTEGRATION STRATEGY
This chapter covers the guiding key principles that will enable Kenya attain a strategic leadership
position in the region as well a foothold in the world at large. Building on the state of play and
SWOT analysis in chapters two and three, this chapter also presents the elements of Kenya,s
regional integration strategy.

4.1 Principles
Kenya's interests in regional integration are multi-faceted. For this reason, the regional
integration strategy must be guided by certain principles. This section therefore provides key
principles to guide the regional integration strategy.

4.1.1 Market Access for Economic Advancement and. Deveropment
Kenya's interests at the regional level are and shall continue to be driven by the quest to expand
market access and investment opportunities. This will be achieved through implementation of
regional agreements, protocols and other decisions taken on the implementation of projects and
programmes under regional integration that will improve Kenya's competitiveness in the region
while maintaining its traditional core principles and norms of non-alignment, non-interference in
internal affairs of other states, good neighbourliness, peaceful settlement of disputes and
adherence to the char-ters of the tIN and African Union, .

Kenya shail thus seek advantages in neighbowing territoriess u,itirin the ongoing CES tripartite
negotiations, including access to raw materials, markets and trade routes that it cannot achieve
through ordinary diplomacy. This will be done via'spheres of influence' especially with respect
to the following:

i) Promoting joint economic development corridors with its neighbours as a means to

a) secure infrastructure development and energy supply;

b) facilitate trade;

c) guaranteeing food security;

d) utilization and management of shared water resources, and,

e) joint resource mobilization;

' Kenya though a member of COMESA, it cannot participate in the latter's Customs Union. However, the ongoing
negotiations under the CES grand FTA will offer the opportunity to rationalize the COMESA-EAC-SADC trad" 

-
regimes and help counffies harmonise their commitments in siruadons of multiple memberships.
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ii) Promoting and Protectrng
' asricultural Production

P-harmaceuticals' 
etc ;

of Kenya's investments within- the resion in manufactunng'

and agro-proce"';;;'""tivestock' 
t#ism' education and

iii) Securing destination for Kenya's expertrse invariousfieldsincludingeducation,tourismand

medicines;

iv) Ensuring furl imprementation of the agreed/signed b*aterar arrangements among African

countries'

Beyond the aforementioned w,I be a myriad of objectives that the govemment wiil espouse

including: supporting friends Td. 
uili:,,p,o*oting human ,igr,t., environmental regulations, the

deveropment of international inrtitoirinr, ,dJ., *a 
^rig"rations, 

schemes for regional

integration and security collaboratton'

4.1.2 National security.antl.sovereignty jues are trans-boundary. Nevertheless,

ln the context or ttl-gioualising environment' securrty lsl 'on'activities. This

national interest J"ia dways to"' O* and parcel' of regional integratt

entails the use of economic' diplom;; "i' o;t]:::1'-:"wer projection in such a wav as to

maintain the survival 0f the Kenyan state wh,e prrr.ring"r.ri""a integration activities' This is

particularry tt. .u.J'given the prethora of 'new' security ,ti"u* including terrorism' inflows of

illegal migrants and refuge"r, irr.*ui"*t!*" 'v'ai""itt 
iilicit small 

-and 
light arms trade'

money laundering Schemes, narcotics trafficking, "''u,,o*ental 
degradation, the spread of

communicable diseases and trans-border crime'

The preservation of national integrity and sovereignty within secule b_o^rl,1s sha, therefore be

one way of advancing national interests. Thus, Kenya,s quest for regional and continental

stab*ity via peacemaking, building, r...pirg and enforce*.ri*'t l,: i ltL*"iding 
principal' ln

this regard, matters of terrorism, pirui *d ht'*un trarncnng will be addressed within both

regional and international conv.,,',o.*' This is weu Jemonstiated through the combined Au

and international efforts in securin, f"u". in S. Sudan and the routing out of the Al shabaab oul

of Kismayu. Security in this sense w*l be an 
"n"o*nurring 

condition in which the Kenyan

individuar citizens sha, be *,r**,""u to live in rr."aori, p""""r *a safetY' Further' Kenya will

ieverage tr,e ai.,ersirred regional .rrnur" and its worth t;;i;;t the mutual benefit of the region'

This vision of Africa at peace with itself and the world also finds expression in the policy

documents of the Au and the New partnership for Africa's Deveropment (NEPAD) of which

Kenya was a chief architect. sustain.J gr"ut"r-**k.t urcess sha* be assured through regional

peace and stability

4.1.3 Solidari\t ancl Mutual Benefit 
.

Kenya subscribes,Jl'ni o*p1" oisoridarity- a fundamentai principle o"1t:n sharing both.the

prosperityandtheu*a.,,,equatlyandjustlyamong*"*b",,oftheRECsthatKenyatsa
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member of. This solidarity has implications for the various rights concerned with emplo)rynent,

industrial relations and social protection in the Charters of the RECs/RIGs that Kenya is a
member of. Implementation of the solidarity principle will help in building a bridge between

social and economic rights and justifiable civil and political rights such as trade union freedorn

of association, information and consultation, collective bargaining and collective action.

The principle of Mutual Benefit implies regional integration should not be seen in terms of
competitiveness or a process for Kenya to negotiate and manipulate systems to get a better deal

than its neighbours in the region. In this respect, Kenya shall continue to embrace an integrative

negotiation process where countries develop a framework for mutual benefit and where all

partner states would have a u,in-win situation. Towards this end future negotiations shall be

underpinned by the EAC REC.

This will ensure that the region benefits from economies of scale not just in economic terms but

also in political and diplomatic power both within Africa and at international forums. This

implies that the kind of integration that Kenya has adopted is not just about improving its

competiveness but also would invoive it surrendering a portion of its sovereignty in order for it

to benefit from partnership with its neighbours in the EAC and COMESA which are bigger and

stronger economic environments.

Beyond the aforementioned will be a myriad of objectives that the government will espouse

including: supporting friends and aliies, promoting human rights and values, enrtironmental

reguiations, the development of intemational institutions, regulations, schemes for regional

integration and security collaboration.

4.1.4 Compliance with Internatiortal Requirements
In addition to universally acceptable principles of good governance, democracl', the rule of law;

Kenya's regional integration strategy and its implementation plan shall conform to international

market requirements including standards and business best practices. In particular, there will be

need to leverage the WTO enabling provisions on RTA and SDT to tal<e full advantage of market

access opportunities within the regional and bilateral integration frameworks.

4.1.5 l4ride Stakeholder Involvement
In order to entrench ownership of regional integration initiatives, wide stakeholder engagement

through structured consultative processes shall underpin the regional integration agenda. The

stakeholder's shall be drawn from the national level, counties, regional pariiaments, civil society

and private sectors. Stakeholders will continue to be involved in planning, and implementation,

to provide feedback on perceived effectiveness and needed course adjustments in light of

stakeholders. The u,ide stakeholder consultation will facilitate formulation of national positions

that are in the nation's best interest and that is sustainable. The consultations fuither take on

board diverse views to bring out, manage, respond and possibly alleviate concerns while

avoiding abuse by powerful lobby groups and needs to involve the less powerful in society.
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with the current technorogicar advancements of instant communication, consumers have to be

sensitised on grobar trends shaping consumer tastes. This may arso create a window for the

consumers to voice their concerns with regard to the operational business environment, quality

and process of gooas and sen'ices. In the *d' ull products and services are produced for the end

consurners. Trade is not done simply for being able to export' but also to import cheaper'

4.2 Elements of Kenya's Regional Integration Strategy

This section identifies the key strategic issies that K.nya'n.eds to address in order to further

mainstream regional integration in the country's development agenda'

4.2.llnstitutionalFrameworkforC-oordinationandCollaboration
As documented in eariier chapters, *.#; ;rtipr" *a orerlapping membership in various

REcs has created a complicated web of competing corrrmittees domiciled in different ministries'

which in effect undermine the coherence of the integration process. The duprication of programs

has often led to more time being spent in meetings and negotiations and double use of human

resources. eU tt "r. 
*e costl5' and inefficient for both the government and the private sector'

ln order to address this matter, the following institutional structwe for coordinating regional

integration activities is proposed:

4.2.1.1 Domiciling Regional Integration Function in a Single Ministry

In order to improve coordination and f,.r"" coherence, the Kenya government u'ill create a

ministry that w,r deal with the imprementation of programs and projects of EAC, COMESA,

IGAD and other RECs. This wilr be done within the context of the new constitutional

dispensation that limits ministries to betwenl4 and22'

one of these ministries can be formed out of the current ministries of trade, industry and the

EAC and be called lhe Minisu.y for Regiona.I Integ.ation,Itsmain role wilt be to promote and

enlargeKenya,seconomicinterestsregionineconomicgrowth,tradeandinr,estmentswithin
theregion.Alternatively,theMinistriesoftrade'industry'foreignaffairsandtheEAcmay
have to be combined into a single ministry' which may be named the Mtnisn"y of Foreigtt

Affait" s and Re gional Int e g' ation'

consistent with its constitutiona*y mandated responsibiiities on foreign trade, the Ministry of

Foreign Affairs & Regionar Integration w,r exist to promote and protect the interest of Kenya

and its citizens abroaJand to enhance Kenya's security and prosperity through' among others:

i)Promotingfriendly.relationsandeconomiclntegrationbetweenKenyaandother
.orrnt i.,LJ t"nu"ti"g Kenya's image abroad;

ii) Promoting Kenyan exports, tourism potential' attracting foreign inrrestment and

enhanci# r#;i;., ,""ir"r"gi;;l;;^"i *"1 lints berween Kenva and other States;

iii)Pror,idingeconomic,politicalandsecur.ityinformationandadvicetoGollernment.
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4.2.1.2 Establishment of the Office of the Chief Trade Negotiator (CfN)
Kenya's trade policy is aimed at creating market access regionally and internationalll,. In this

respect, Kenya shall establish an office of the Chief Trade Negotiator (CTN) under either the

ministry in charge of regional integration or foreign affairs. Its main responsibility u,ill be to
develop and coordinate Kenya's regional and international trade and investment policy in
addition to overseeing negotiations with other countries. The CTN wili be headed by a Principal
Secretary who wili serve as the principal trade advisor', negotiator, and spokesperson on trade

issues.

The CTN shall coordinate trade poiicy, resolve disagreements, and frame issues for government

and parliamentary decision. He shall provide trade poiicy leadership and negotiating expertise in
its major areas of responsibility, inciuding: bilateral, regional and multilateral trade and

investment issues and expansion of market access for Kenyan goods and services. The CTN shall

work hand-in-hand with the ministry responsible for regional integration function as well as

Kenya's parliament, including through frequent consultations u,ith Members and staff of the

House Committee on regional integration committee.

The CTN shall have a strong provate sector representation in order to formulate negotiating
positions supportive of continued private sector investments.

4.2.1.3 Oversight role of Office of the President
Coordination is the means through u,hich coherence is pursued and achieved. Thus, u,hereas,

each of our ministries and agencies will be directed by their respective mandates, it is as

important thar the whole-of-government attains requisite coherence in terms of consistency of
policies and actions by the different government agencies in respect of regional integration

matters.

The Office of the President shall therefore perform the role of coordinator and supen,isor of
government affairs including regional integration activities. The office of the president will
manage critical interdependencies u,'ithin government and, in particuiar, allow for the

development of an overarching national strategic framework for regional integration.

In order to comply with the constitutional requirement, the Oversight role fi'om the Offrce of the

President has to be institutionalized to facilitate the Presidents annual briefing to Parliament.

This can be effected tluough the Cabinet sub-committee on regional integration under NESC.

The Office of the president, will work to design a Monitoring and evaluating (M&E) framework
on regional integration activities by government and provide feedback for improving decision-

making and negotiations u,ith members of RECs. The M&E u,ill take into account the

development strategies of the various RECs that Kenl,a is a member of.
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4.2.1.4 Institutionalize tlre Parliament's Legislative and Oversight role in RI

As stated earlier, the Kenyan Executive ari, of go.,.**, his often assumed ownership of

treaty obligations. it. result is that the regional integration process has remained purely a

government_to_government affair 
"ig l* 

not 
"urrTing 

the peopre or their erected representatrves

along.Theownershipoftheintegrationprocessbythepeopleisthereforelost.

In order to strengthen the role of Kenya,s parliament on regional integration matters' it is

proposed that the Ratification of r^eaties Bir, 2012.,*.*tri"for. parliament be revised.in

such a way as ,o 
"rr*.n.t 

the regisrative and oversight rores of parliament on regional integrailon

affairs. This will entail undertaking the following:

i)CreationofaRegionallntegrationAffairsCommitteeintheKenyaParliament

The functions of the committee shali be to:

a) Enhance the rore and invorvement of the House in intensification and^development of the

integration process in the E"J;;ir* Communiq' and the greater African reglon;

b)Manageandcoordinateregionalintegrationaffairsi'e'inter-andintra-govemment
engagement on regional integration;

c) rnquire into and examine any o.n.?r matter relating to regionar integration generally

requiring uttion by the National Parliament;

d)ReportandmakerecommendationstotheHouseonan)/ofthemattersexaminedor
considered bY the Committee;

e) Monitor the records of arl the rererrant debates and resorutions of the meetings of the East

African Legislative AssemblY;

0ExaminetheBillsintroducedintheEastAfricanLegislativeAssemblyandActsofthe
EastAfrican community to ascertain content *J"on'It*t of regional integration;

g)ExaminetherecordsofalltherelevantdebatesandresolutionsofthemeetingsofthePan
AfricanParliament,theAfrican,CaribbeanandPacific_EuropeanUnionJoint
ParliamentaryAssemblyandotherregionaiintegrationbodies.

ii) Revise the Standing Orders of the Kenya Parliament

The revision of the standing orders of the Kenya Parliament will:

a) Fac*itate interface belyeln nationar and regionar parriamentarials - i.e. Kenya's MPs in

EALA and representatrves'il;;;i;""r bod]es ; ili;*natty interact u'ith the regional

affairs committee;
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b) Create a framework for mernbers of the National AssemblS, to directly access and
contribute to bills before the EALA, especially through a special consideration and
through the regional integration committee of the National Assembll,. This will assist in
the fulfillment of the provisions of Arti c1e49 (2)(a) of the Treaty for the Establishment of
the East African Community as signed on 30th November 1999; This will however
require EAC Partner States to take a common resolution for national Parliaments to make
contributions on bills on the floor of EALA.

c) Establish a pernanent instrument of political cooperation between parliamentarians from
both the regional Parliament and National Parliament to deal with important issues
affecting parliaments in the process of regional poiicy-making and institution-building;

d) Create a seamless interface between the Kenya Parliament and regional bodies by
allowing Kenyan Members of the East African Legisiative Assembly (EALA) to
participate in proceedings of the National Assembly of the Kenya Pariiament, especially
those of the Committee specifically tasked to oversee regional integration;

e) Build and strengthen the institutional capacit), of the Kenya Parliament through capacity
building for Parliamentarians and staff on regional integration issues, strengthening the
oversight powers of Parliament and creation of a cost effective regional integration e-
resource base for the Parliament;

0 Institutionalize regional integration requirements and commitments in the Senate and
County governments to avoid unnecessary litigations arising from national commitments
at national level;

g) Lead to enactment of a law that institutionalize the legitimacy of Kenya's representation
to elective regional bodies;

h) Increase information access through:

o Development of an e-resource unit on regional integration in the Kenya Parliament
linked to the ministry in charge of regional integration ;

o Creation of a regionai integration policy/legislative e-resource base for MPs akin to
the EP's IPEX (Inter-parliamentary EU Information Exchange).

i) Creation of a cost effective regional integration e-resource base for the Parliament in
order to build capacity on matters of regional integration;

j) Lead to benchmarking against international best practice in jurisdiction such as the
Commonwealth and the European Parliament.
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4.2.l.5EnhancingNon-StateActorsNSA)Stekeholder'Participation
promoting stakehordir diarogue "ngug"*Ln 

Jn regionar integration is paramount as it offers one

of the most important mechanisms for improving the folicy and regulatory framework'

stakehorder diarogues are particularry usefur mechanisrn, in the process of drafting laws and

regulations to tn""t it'at thel' are conducive to a good business ciimate' Further dialogue would

alJo generate good feed-back on programme outcomes'

Against this background, efforts w*r made to broaden representation of the NSA in the regional

integration structures and institutionaiize the regal status of NSA in regional integration-to ensure

structured engagement' The following will therefore be undertaken:

a) Support institutional capacity strengthening to the civil society through, for instance, the East

Africa civil society Forum eecioq in order to enhance eifective participation of the civil

sector in the regional integration processes'

b) Establish a database for NSA that wilr act as a virnral interative piatform for networking and

information sharing. Maintaining data bases of NSAs wourd be more useful if they clustered

around the corresponding sectors of competences as follows:

o Social and economic players - e'g' consumer organizations;

.NGos_includingEnvironmentalorganisations,HumanRightsorganizations,
Charities, Educational and Training Institutions;

o CBOs - Youth/Women'/Famify - *f of which are crucial structures for participation

in local and CountY life;

o Religious Communities; -t-.--t^ lso known as social
oLabourmarlietplayers_tradeunions/employerfederations-a

c) Er,"brirPh"x;:llrrrrip, and networks to strengthen dialogue mechanisms -through appropriate

clusters;

d) Seek out alternate initiatives for resourcing of the CSOs;

;l i.;il?ffi,ff-.#'fiilTlJHffiili',.0,",",,ation 
to maximize on diarogue whire taking

into account professionalism in the representations and managed by government department;

g) wider and iristitutionalised purti.ipion of Youth volunteer corps in both the public sector

and business community as a way of preparing them to ieverage opportunities in the regionar

markets.

By increasing communication between the private and public sectors' bottlenecks can be more

easily identified and joint solutions.found' The go'ernment will' in this respect' work with

deveiopment partners,io establish dialogue platforms on key issues affecting trade such as;

^l non -tariff barriers along the key transport corridors;
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b) harmonization of iabour and employment laws;
c) mutual recognition, ffid the harmonization of pension and social security for increased

mobility of labour and professionals across the region .

4.2.1.6 Deepening Economic & Commercial Diplomacy
In order to deal with the problem of shrinking exports, Kenya will employ economic and
commercial diplomacy that defines the country's collective framework, as guided by
international foreign trade larrr,s, protocols, treaties and agreements, for increased expansion and
consolidation of exports and investments beyond national borders and in close collaboration with
the private sector. The main objective of Kenya's economic and commercial diplomacy is to use
carefuli1, crafted strategies, political influence and networks to promote the country's economic
and commercial interests in regional and international markets. These include:

Affirmative export promotion strategies;

Attracting forei gn investments ; enabling private sector participation;

Strengthening of the manufacturing sector and supporting international ambitions of Kenya
companies; coherent and synchronized foreign trade policies and programmes;

' Availability of an all-purpose vehicle and legal instruments that support the promotion of
intemational cooperation; and

o Adaptation of global best practices particulariy from jurisdictions that have successfully
used economic and commercial diplomacy to turn around their economies using availabie
institutional and organizational models.

While it is essential to reduce operational costs of Kenya's missions abroad, it is of critical
importance that Kenya strengthens and expands its diplomatic presence within the region and
abroad, and focuses more sharply on increasing bilateral investment. In this respect, Kenya will
employ all available political toois, including lobbying and diplomatic demarches to secure
Kenya's interest of ensuring compliance by Partner States in the various RECs. In particular,
Kenya's High Commissions and Embassies in Partner States will in addition to being staffed
with staff with economic and business grounding, be used to provide the Govemment with ke1,
information about what is happening 'on the ground' in regional Partner States markets in
relation to compliance u,ith commitments, including the passage of key legislation of various
RECs. The embassies will also monitor global events to facilitate Kenya respond accordingly.

a

a

a
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4.2.1.7 Underptn Regional Integration on EAC Framework

FutureKenl,4,SinternationalcommitmentsshallbeunderpinnedbyEACRi.Thisismoreso
giventheregionalaspirationsofultimatelyenteringapoliticalfederation.

4.2.2 Peace, Security and Trans-boundary Resource Management

Alr the RECs/RIGS that Kenya is a member of have p"u.. aid security as the pre-requisites to

sociar and economic deveropment within the respective community and vital to the achievement

of the objectives of the community. In this regard, Kenya wilr continue to foster and maintain an

atmosphere that is conducive to peace and security through co-operation and consultations on

issues pertaining to peace and security of the partner Staies with a view to prevention' better

management and resorution of disputes and conflicts between Kenya and them or between

regions in Kenya' ftnyu will particularly engage in the following:

i.3i;li;:ii"":ii;::'r'#;ry",age parrner states to establish common mechanisms for the

management of refugees as werl as enhance co-operation in the handiing of cross border crime'

provision of mutuar Issistance in criminar matters including the arrest and- repatriation of fugitive

offenders and the exchange of information on nationarlechanisms for combating criminal

activities. To this end, Kenya sharl lead partner States in adopting the following measures for

maintaining and promoting security in their territories to:

i) Enhance the exchang. or criminar inte*igence and other security information between the

PartnerStates,centralcriminalintelligenceinformationcentres;
ii) Enhance joint operations such u. rrot pursuit of criminars and joint patrols to promote

border securitY;

iii)Establish"o**oncommunicationfacilitiesforbordersecurity;
ir,)AdopttheUnitedNationsmodellawonmutualassistanceoncriminalmatters;
v)ConcludeEACProtocolonCombatinglllicitDrugTrafficking;
vi) Enhance the exchange of visits by security authorities;

vii) Exchange training programs for security personnel;

viii)Establishcommonmechanismsforthemanagementofrefugees.

The achievement of Kenya,s de,eiopment goals, to a very large extent, depends on the stability

of its neighbours. To reartzethis, Kenya, *,ilu through the Ministry of Foreign Affairs, undertake

the fouowing dipromatic initiatives with a view to fostering regional peace and stability:

i) Promotion oi peaceful means of conflict resoiution;

ii) creation of regionai capacity to support peace process through training by the Foreign

,,,, i^?Iii,lj"*Ht:rrer African_countries to strengthen the conflict prevention capacitv of

regionalinstitutionlikeEAC'IGAD'COMESAandtheAfricanUnion;
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iv) Support for peace initiatives b), the African Union and the United Nations through
contribution of troops and provide leadership in peace keeping missions;

r') Mobilization of support and resources for peace consolidation and development in African
countries emerging from conflicts,

4.2.2. 2 Combating Terrorism
Combating terrorism is also high on the agenda of the IGAD member states, and the IGAD
Heads of State and Govemment meeting at the 9th Summit in Khartoum in January 2002 passed
a Resoiution on Regional Cooperation to Combat Terrorism.

Towards this end, Kenya will move fast to enact relevant regulations to facilitate the
implementation of the Preventton of Terrorism Act, 2012 that has just been assented to b5, 15s

H.E. President Mwai Kibaki. Persons who engage in terrorism6 o. help terrorists now risk life in
jail or up to 30 years imprisonment without the option of a fine. Under the new law, those
convicted for assisting in the commission of terrorists' acts or found in possession of property
intended for the commission of terrorist acts can be jailed for up to 20 years.

The Act also provides stiff penalties for membership to terrorist groups, and recruiting, training
and directing of terrorist groups and persons. The Act also amends two extradition iau,s, making
it legal to send terror suspects abroad for trial. The itlegal rendition of suspects has been a major
bone of contention u,ith human rights activists in the past.

4.2.2.3 Food Security and Sustainable Livelihoods
Kenya has and shall continue to take concened measures to foster co-operation in the:

o joint and efficient management and sustainable utilization of natural resources within the
region;

o improved water resources management;

. environmental conservation and mitigation of effects of climate;

o promotion of agricultural productivit), and value addition for increased and sustainable
food security; and

o improvement of meteorological services in the region.

4.2.2.3.1 Food Security
Kenya has and shall continue in the promotion of agricultural productivity and value addition for
increased and sustainable food security in the region. In addition to promoting cross border food

o K"r1,o,r, have been victints of terrorism for decades, with major attacl<s in 1975, tg80, 1gg8 and 2002. Thefirst
bombs to strike independent Kerya syrlrded in 1975 in the then famous Starlight nightctub and the OTC bus
station, both in Nairobi. The 1998 attack on the Amertcan embassy remains the deadliest. The lastyear has seen
many smaller attacls courtesy of Somalia's Al Shabaab and thetr Kenl,an sympathisers. Police have, however, had
a hard time proving accomplices of known terrorists are involved.
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trade, Kenya shalr also prioritize technology adoption incruding biotechnorogy in production'

preservation and distribution; water h*r,Jsting ior inigation agricurture, and subscribing to

As part of the rural development, the government has put in place the Agriculture sector

Det,elopment strateg (ASDS)-2,10-2^020, aimed at addressing food security, poverty reduction'

commercialization of agriculture, efficient input markets, taking into account regional and

international initiatives rncluding cAADp andMDGs. The AcTEsA strategy 20i5 is aligned

to the COMESA Medium Term Strategic Plan (MTSP) ACTESA'

Kenya sha, fast track the adoption of dry-rand agricurturar research and technology (,ART) to

combat the se'ere and recurrent droughts that hit the region with a view to enhancing food

security especia,y in the dryer partsl rrri, wilr enta, lromoting sustainable production of

drought tolerant high yielding crop varieties through research and extension' and water

harvesting techniques'

Kenya shall also move quickly to embrace Dry-Land Technology Transfer(DART) program of

IGAD that provides capacity bu,ding for the ASALs agricurtwar research and extension, dry-

land technology transfer and linkagt' u*o"g dry-land research institutions to enhance food

security in the dryer parts of the IGAD region through cooperation, integration and exchange of

technorogies and information on producti-on. K.nyu sha, irovide maximum support to IGAD's

climate prediction and Application centre (ICPAG) based in Nairobi'

Ethiopia'sgrowingagriculturalproductivity'particulariyinitsSouthernregion'hasimmense
potential in entanJiniK"ryu', food-securiiv pu'titutarly given that most of the fertile lands are

spread arong the bord-erline and of which oniy r2%of the arabre rand is already under producti'e

use. Kenya w*r therefore propose to Ethioiia, Speciar Status Arrangements (ssA) for Kenyan

investors to invest in large scale agriculture involving massive production of food such as maize'

cereals, fruits, vegetables, livestock and other agricultural products for the Kenyan market'

However, in order to develop the joint economic, corridor' K;111,-should support the

estabrishment of credit rine in b*ki; and value addition agro-processing in the production

areas which wil arso reduce costs oflransport while enco,rraging transfer of technol0gy and

creation of emproyment, thus furfiring Ethiopia,s strategic interests. Through the SSA, Kenya

international conventtons'

will therefore propose the follou'ing;

i) Joint management and utilization of shared water resources

Daua River Basins;

ii) corlective measures for deveropment of sustainable li'erihoods for the border commuruttes'

The utilization of the shared water resources to boost food security and support alternative

Ii'eiihoods for the nomadic populations in Northem Kenya is of particurar national strategic

particularlY the Omo River and
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interests to Kenya. The proposed Lake Turkana Basin integrated Development Programme
(LTBIDP) is a case in point.

iii) Harmonization of development policies for key economic activities in Southern Ethiopia and
Northern Kenya inciuding agriculture, livestock and animal healt{r management;

iv) Joint investments in developing the livestock sector through establishment of: Joint livestock
markets, Leather factories and tanneries, Abattoirs and Meat processing facilities and

Commodities exchange.

4.2.2.3.2 Sustainable Resource Management
Natural resources are trans-boundarl, in nature. Sustainable utilization requires co-operation in
the joint and efficient management. In this regard, harmonization of environment policies and
awareness campaigns and adherence to international conrzentions is a prerequisite to national
Ievel natural resource management. Kenya will, in this respect, continue to leverage the
provisions of NEMA Act and the ,NBSAP Po1ic1,,2000, on Sustainable management of natural
and mineral Resources addressing the fundamental concerns of biodiversitl, p*ugement such

as agricultural biodiversity and research and best practices in biodiversity management.

Kenya is endowed with a wealth of natural resources, and yet it is ranked as one of the low
income countries in Africa especially in respect of mineral resources..Kenya has significant of
minerals such as; soda ash, Fluorspar, Titanium, Gold, Coal, Iron ore, Manganese ore,

Diatomite, Vermiculite, Gypsum, Natural carbon dioxide, gemstones and oil. Yet all these

minerals together with quanying constitute less than one percent of GDP.

Geological surveys in the 1970s suggested Kenya had none of the mineral potential of
neighbours such as gold-rich Tanzania, while mining legislation dates backto the 1940s, before

the country's independence. The feq,minerals being mined in Kenya such gemstones, soda ash

and fluorspar constitute less than one percent of GDP. Yet Kenya's mineral wealth potential is

known to be high.

Against this background, efforts will be made to undertatr<e a nationwide airbome geophysical

suvey to map sites '*,ith potentiai minerals and thus push Kenya to become one of the leading
mining countries in the world. Efforts will also be made to put in place a robust framework to

ensure resource spoils are prudently managed and equitably distributed. This will make Kenya
avoid the risks of falling under the "resource curse" owing to influx of hard currency that is
likely to make exports uncompetitive and exacerbate comrption. Thus, in order to avoid being
caught off-guard u,hen the time comes for big production, Kenya q,ill u,ith the assistance of
development partners such as the ADB adopt best practices in natural resource management.

Efforts will also be made to fast track the enactment of a new mineral legislation.
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rr{ainstreaming climate change into agricurture and environment and developing national

adaptation programs and adherence to internationar coil,entions are therefore important for

sustained growth and development' As a consequence' a number EAc and coMESA members

including Kenya ha'e deveroped an adaptation and mitigation strategy to integrate ciimate

information, adaptation and mitigation issues into government policy to mitigate the effects of

climate change and programs of Action in order to cushion the productive sectors against the

impacts of climate 
"rrulg.. 

These include vision 2030 flagship projects covering conservation

and protection of *unug.*"nt of water catchment areas; conservation of w*drife corridors,

pollution and solid waste management and land use mapping initiatives'

The regional integration efforts currently underway could be extended to the mining sector to

create a distinctive competitive advantage for the region. Towards this end, Kenya shall rally

poricy makers to deveroi a regar urra foii.y framework that is common to member states of the

EAc, coMESA and, the larger Tri partite Free Trade Area (EAc, coMESA and SADG)' This

could include incentive schemes on the export and movement' within these regional economic

groups, of mining equipment and 
the 

development of infrastructure corridors' Additionally'

Kenya wilis fast track'the undertaking of an airborne geophysical survey to establish the

potential for Kenya's mining sector'

Kenya,s other naturar resources such as forests, wetrands, dry-rand, aquatic and marine resources

are under stress and stimulated by a variety of forces' Population 
'il-]]Il:,leforestation' 

coastal

modification, ongoing degradation of eco-systems as well as unsustainable use and poor

govemance or tn-.,. ,",o*"., threaten rn.rlnerable habitats and biodir,ersity and, for a large

proportion of Kenyans, livelihoods and long-term food security'

Against this background, the Government of Kenya shall designed poiicies and institutional

frameworks to address environmental management and thus improve economic growth and

reduce poverty. Regionar integration progr*r wilt thus include programs on conservation of

natural resources, poliution and waste management' high-risk disaster zone management'

environmentalplanningandgovernance,andclimatechangeadaptation

4.2.3Cross.BorderConnectivityandRegionallnfrastrultureDevelopment
Cross-border infrastructure such as transiort, "otigy' 

and telecommunications are essential to

move goods, services, people, and information across borders and can reduce high penalties

currently imposed on Kenya's competitiveness' Such linkages aiso expand market access;

reduce economic distance; and fac,itate trade, investment and labour mobility. The resulting

intensification of cross-border economic activities can herp to generate employment, particularly

in labour-intensive ssctors, thereby providing additional opportunities to the poor' This will be

achie'ed through improved cross-border pnyJical connecti;iiy thus eniarging regional markets in
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addition to promoting economic diversification besides reducing costs of transport, energy, and

communications. Improvements in roads and raiiwal/s can reduce transport and logistics costs.

The priorit),infrastructure interventions are drawn from respective REC (EAC, COMESA, and

AU) infrastructure master plans. These will be complemented with related software that includes

harmonization of regulations, procedures, and standards to remove an), barriers to trade.

Developing financial infrastructures also can increase capital mobiiity in a neighbourhood, which
is vital when national finance al systems are small and lack instrumentS and s1,51gms for cross-

border transactions. Below is a summary of infrastructure interventions that Kenya shali

undertake in order to deepen its gains from regional integration:

4.2.3.1 Ports
The priority interventions shall target the ports of Mombasa and Lamu. Reliable and cheap

connectivity to Kenya's ports of Lamu and Mombasa is critical to the exploitation of the inherent
economic potentials of agriculture and natural resources in the region.

The required interventions at the port of Mombasa include modernization to improve on

effrciencl, and reduce dwelling time, enhance IT connectivity to trade facilitating institutions
and rationalise the number players at the port through the adoption of a single window sl,stem for
efficient customs service deliverl,.

Complementarf initiatives include multimodal transport connectivity from the port to the

northern corridor to ease congestion. Other priority interventions in marine transport include
modernizing shipping and inland waterways transport and container depots in Nairobi, Kisumu
and Eldoret to decongest road transport.

4.2.3.2 Roads

With transport costs accounting for the highest share of the shelf price of processed food stuffs,

efficient road transport infrastructure enhances competitiveness of originating and transiting
goods for the benefit of the economy. Efficient road infrastructure accelerates the movement of
goods and people and reduces related transport costs. The priority intentions in the roads sector

include:

i) Dueling of the northern corridor and connection of Mombasa mainland to the South Coast;

ii) Expediting the completion of the LAPSSET project to open up new markets in Ethiopi4 S.

Sudan and added connectivity urith the northern corridor as u,ell as access to new economic

activities (tourism, minerals-oil, coal, iron ore, , industry, agricultural products, etc);

iii) Competing the missing links connecting to the northern corridor;
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l1r) Decongesting the urban centres b,v completion of the three b,'-passes in Nairobi Q'{orthem'

Eastern and Southern) a,d Mombasa b1,-pass connecting the mainland with South coast at

the Likoni Ferry, the new contamer tlrminal as weli u' """"u'y 
infrastructure for the

v) other by-passes inciude connections from Miritini Township in changamwe mainland'

Likoni_Diani and the Mombasa-Nairobi highways and Malindi-Mombasa-Lunga Lunga Road

running arong the East African coastrine and links with ranzania to improve the transport

Iinkage that has a rich tourism and agricultural (horticultural) potential;

vi) Strengthening maintenance of existing road structures'

4'2'3'3 Railways :-----^''i-- ic cril e especially at transfer points and

Rail service, while improving is still unreliable servlc

locomotive exchange points. The current metre-gauge railway lines being used in East Africa

has become obsolete resulting in high op.rution "ort, 
und minimar returns for business men' This

hasalsoputastrainonroadsastradersoptfortruckstomovetheircargo.

In order to address this problem, efforts wilr be made to fast track the construction of a new

standard railway lines u,ithin the LAppsET. These wil, include two SG raiiway lines running

from the coastar town of Lamu to Juba and Addis Ababa. one of the ra,way lines w*r connect

the northern border town of Garissa with the Ethiopian capitar wh,e the other wilr connect Lamu

deveiopment of the free Port;

to Juba through Garissa'

Mombasa to Nairobi

current efforts by Kenya and uganda rerating to the joint negotiations u'ith de,eropment

partners to fund the construction of a new standard gauge railway will be stepped up replacing

the existing line build in 1g01. The new rail line will facilitate the shifting of traffic from roads

to high-speed trains that are more efficient in the movement of goods from Mombasa port to

severar destinations across the country as we, neighboring nations. once completed, the new

Iine wourd take up about 70 per cent of the total cargo being moved by raiiway. The rest of the

cargo *ould be moved through the current line that is joinily operated by the Kenya Railways

corporation (KRC) and fuft varley Ra.ways (RVR)' which is refurbishing the ra*way line from

Transport accounts for crose to 40 per cent of the total cost of doing business in Kenya according

to the Kenya Ministry of rransport (GOK, 2011). A revamped ra*way u'ilr enhance overall

efficiency of ra, operations and increase quality and quantity of rolring stock. The upgrading of

the railway w,r increase rine speeds from the current 25 to 30 kilometres per hour to 70

kilometres Per hour
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Thus, in order to cut down transport costs drasticalll,, the kev railway infrastructure inten,entions
include:

i) Modemizing the existing railwal, network including construction of the missing lini,s;

ii) Expediting the railway line along the LAPSSET project;

iii) Review Concessionaire agreements for future use in infiastructure development and
operations.

4.2.3.4 Airports
Kenya's civil aviation is the fastest growing arm of l(enva's transport sector and it plays an
increasingly important role in providing connectivity within Africa. The projections for both
passenger and cargo traffic growth, coupled with the deficient and lagging airport and allied
Infrastructure, calls for an urgent need to build and augment Kenya's Aviation
Infrastructure.

In this respect, Kenya will need to, as a matter of urgency, have worid-class gateway Airports
providing aviation services and passengerlcargo faciiities of global standards, in a safe and
secure environment. The government will therefore put in place a program for directing
investments in the Airport infrastructure - through both internal resource mobilizations, as well
as through private sector participation in mode:nizing specific Airports. Substantial progress has

been made in modernising, maintaining and expanding Mombasa Nairobi airport network.

Hitherto, several policy measures that would build world-class airport infrastructure in Kenya
have been initiated. A Model Concession Agreement is being developed for standardizing and
simplifying the PPP transactions for airports including existing ones in Nairobi, Kisumu and
Mombasa.

Further investments in the air and telecommunication sectors rvith the associated faciiitating
frameworks and institutions will ease access and reduce costs, u,ith the resultant positive effect
on competitiveness. For faster movement of high vaiue cargo and perishable products, reforms
in air transport need to target:

e Implementation of open skies especially within and across the RECs;
. Enhancing anti-terrorism and safety arrangements;
o Expanding cargo handling capacities;
o Construction of cold storage infrastructure.

4.2.3.5 Energy
The economic difficulties being faced by Kenya are compounded by the continued high energy
costs and severe shortages of energy supply, The textile industry, for instance, shed more than
one half of its emplo1,s.. over the last few years, as many of the factories have reiocated to
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Egypt and other competing countries in the region. Other industries - and households -- are

equally hurting from the high energy costs.

The private sector has been instrumental in meeting energy short falls in the short run. Some of
the potential investors inciude a consortium of Dutch companies foliowing up on the wind

energy and the American firm, General Electric who have also expressed interest in wind energy

and the World BanldAfDB power interconnector between Kenya and Ethiopia. The energy

projects include Wind power project in Turkana, additional investments in geothermal projects in

Olkaria, and a host of other smaller power generators. This nevertheiess does not cope with

existing demand.

The energy situation is expected to worsen over the coming period as the growth in the country's

installed capacity has not matched demand, mainl1, due to delays in implementing committed

capacity projects, which are by their nature very capital intensive. The demand by Independent

Power Producers (IPPs) for payment securities from Kenya's only utility company- the Kenya

Power and Lighting Company (KPLC) in form of Letters of Credit covering a number of
monthly payments for power deliveries has continued to contribute substantially to delays in

implementation of planned proj ects.

Recent submissions received from some of the Investors are that they are unable to undertake

projects at the set tariff regimes, citing increase in cost of generation equipment and financing.

This is manifested by lack of sufficient number of Deveiopers who are able to reach financial

close for their projects. Yet it is not possible for Government Issue guarantees as it will
compromise debt sustainability benchmarks.

Against this background, the Kenya govemment will work u,ith the World Bank and other

developrnent partners to provide partial risk guarantees in order to raise private sector

participation in energy generation. Within the context of the regional power pools Kenya shall

also undertake the following:

i) Diversify energy sources to include green energy. wind and solar- in the northern frontier;

ii) Connectivity to regional power pools - priorities construction of transmission lines;

iii) Invest in the oil refinery to support processing of the regional oil resources;

iv) Modemize the existing oil pipeline in preparation to support the regions exports;

Construction of extensions of the pipeline to the land locked countries -to facilitate oil exports in

the region and reduce pressure on the roads. Kenya is positioned on Africa's east coast, which

could be a hub serving fast-growing Asian markets through its Mombasa port and the Lamu port,

now in the initial stages of construction. Kenya and its neighbours in East Africa as well as the

Horn of the continent have become a hot spot for oil and gas exploration in recent years, spurred

by new finds.
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Kenya has just announced its first oii discovery in the northern part of the country and is now
checking on the commercial viabilitl,of the find, Ethiopia is aiso known to have oil deposits. In
this respect, the Kenya should seek to achieve the following among the neighboring countries

like Ethiopia, Uganda and South Sudan's:

o Development of a petrochemical compiex corridor;

'Establishment of a petroieum engineering training faciiitl, in preparation for future oil
expioration.

4.2.4 Trade Facilitation and Business Environment
In order to capture the potential benefits of increased market access opportunities generated by

regional integration, Kenya needs competitive enterprises that are able to produce goods and

sen ices at a cost and quaiity required b), the market. It also needs to have efficient mechanisms

in place to ensure that these goods and services can reach regional markets within the time and

cost required to stay competitive. Thus, Kenya shall combine measures to enhance the

productive capacity of its enterprise sectors with measures to facilitate cross-border trade,

thereby fuither reducing the cost of conducting regional trade.

To improve enterprise competitiveness, Kenya shall endea\/our to create a business climate that

allows companies to operate as efficientlS, as possible, thereby contributing to growth and

employment generation, while at the same time ensuring sustainability in terms of the well-being
of people and protection of the environment. In addition to competitive cost of production of
quality products, a firm's competitiveness is also determined by its ability to bring these goods or

sen,ices to markets at the lowest possible cost and u,ithin the required time. As such, transaction

costs, in form of information and contracting costs (including control and enforcement costs);

Financing costs; Transport costs and Administrative and procedural costs. Further, firm's
competitiveness is also determined b1, selective markets and products. Against this background,

Kenya shall strive to ensure that it creates a good business climate by undertaking the follou,ing:

4.2.4.1 Policlt, Legal and Regulatory Environment
In order to strengthen the quality of the overall policy and regulatory framework, a fundamental

determinants for trade, investment and economic grouth, there will be need to align regulatory

policies that enhance competition, support contract enforcement, protect property rights and

reduce regulatory costs are other important measures to increase efficiency and innovation.

Transparency can help to ensure that laws and regulations are applied in a coherent and fair
manner. Consequently, the urgency to:

i) Fast track formuiation of the iegal and regulatory environment to eliminate NTBs;

ii) Benchmark changes in the business environment-e.g. e-commerce platforms;

iii) Streamline emergent issues in trade e.g. environment requirements; labour laws,

iv) Align immigration laws u,ith common market commitments;

v) Apply technology platforms to enhance transparency and accountability;

vi) Alignment and harmonization of trade and investment regimes across the different RECs.
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In order to harmonise national and regional policy and regulatory environment, there will be

need to:

r Domesticate regional commitments- national plans (Vision 2A30, MTPs);

. Manage multiple memberships thru liberaiization in the TFTA (CES);

. Commit to Regional Convergence Benchmarks and timelines'

In addition. IT facilitated business operations, simplified customs procedures, compliance with

standardized market requirements, financial sector reforms including cyber-laws, and protection

of regional investments.

4. 2. 4. 2 Strength ening I C T Infr astr ucture

ICT has and continu;rro play a leading role in stimulating Kenya's economy and that of other

countries in the region. ICT can lift our economies, and provide smart, high-end jobs for the next

generation. Given that a large percentage of the population within the region is unbanked' Kenya

can leu"rage its mobile payments innovation to drive the economies of the region'

Additionally, there will be need to reduce trade information costs in order to lay the foundation

for effectir/e competition. These include information on markets and market requirements,

governance related issues in particular those pertaining to maintaining peace and security' It is

expected that such information sharing will create awa.reness of export services requirements to

upscale the mobility of professional'

Supply-side information costs of exporting include market research and marketing expenditures,

such as identifying potentiai markets and customers and contacting them. Reducing information

and contracting cosis typically requires policies that ensure a healthy level of competition in the

telecommunication sector and improve access to ICT. Towards this end, efforts will be made to

Integrate Kenya,s ICT agenda into local and international communication including policy,

political and diplomatic initiatives to promote Kenya's innovation including Konza Technology

City.

Efforts u,ill also be made to pursuit strategic partnerships with local, regional and international

private sector in order to actualize the strengthening the ICT backbone infrastructure' This will

iacilitate/promote information sharing which is key to business and regional integration'

Besides reviewing contract larvs and regulations, Kenya will, in collaboration with chambers of

commerce and other priyate sector associations, also strengthen trade promotion organizations

such as the Export promotion council (EPC) to as to reduce the costs associated rvith identifying

and reaching foreign markets.
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Furthermore, Ken1,a u,ill support measures to harmonize at regional level and benchmarked to

international best practice the facilitation of platforms for new economic activities anci

technology. This u,ill facilitate Keny4 to diversify its economic activities into the service sectors

which hitherto received lour attention.

Kenya shall aiso through the regional economic communities pursue policies and regulatory

frameworks that facilitate cross border - private sector participation, encourage high technology

appiications, inciuding policies that can track changing consumer tastes. This will call for
financial reforms to deepen the financial product range and improve access to tracie finance.

4.2.4.3 Maintaining Macroeconomic Stability
Kenya shall continue to implement prudent macroeconomic policies in order to provide a

predictable overall climate for investment business decisions, thus iowering the risk of doing
business. Reducing trade (export and import) financing costs requires the development of a
national trade finance infrastructure able to prorride access to a wide array of speciaiized trade

finance and risk management services such as export credit insurance, hedging and forfeiting.

This will necessitate the establishment of specialized trade finance institutions such as export-
import banks and export credit agencies can then be considered to further enhance access to trade

finance tools and instruments. This will require strengthening and facilitating regional

institutions- ATIA, PTA Bank, EADB, CASSOA, to provide the necessary intermediation. With
further trade liberalisation, there u,ill be need to build alternative revenue streams to move awa1,

from dependency on customs duties and prepare for eventual MU.

4.2.4.4 Leveraging on Complementary Service Providers witltin and Outside tlrc Region
Technical market requirements in the market place faciiitate both regional and global trade.

Kenya can leverage a number of these specialized regional and international organisations. in
accessing the requisite services of inspection and certification in order to benefit fully, 61o*

regional integration.

More elaborate arrangements shall be put in place to leverage the expertise from development

partners, other regional and international players on the policy anal1,5i5 front include UNCTAD,
LTNIDO, WCO, WTO, LINECA, TRALAC, ESAMI supporting developing countries acquire

adequate the requisite capacities. Ke5, services are internationalized with global rules

underpinning them. These include among others ICAO.

4.2.5 Integrating SMEs into Local, Regional and Global Value Chains
The business environment shall benefit from deliberate initiatirres targeting diversification of
products and markets, moving up the value chain in the traditional and new natural resource

based products and sen ices, integrating SMEs into local, regional value chains and management

of the informal sector.
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While acknowledging that SMEs are the backbone of the economies of the region and provide

the greatest potential for people empowerrnent, wealth creation and employment particularly in

agro-processing and agricultural and livestock sectors, Kenya should therefore propose the

following;
a) Policy and programme coherence for affirmative promotion of SMEs

b) Build partnerships between SMEs of the member countries to share know-how, skills,
technology and innovation for transformative growth;

c) Provide preferential access to affordable credit for start-up, expansion and growth of SMEs

in strategic sectors within the economic development corridor;

d) Estabiishment of sub-contracting exchanges for SMEs;

e) Create joint incubation centres for SMEs within the economic development corridor;

0 Establishment ofjoint programmes for internship and attachments

The potentials of the SME sector shall be exploited with consistent and targeted investments on

infrastructure, energy, iCT, investment and business environment and productivity. Key

interventions include continuous reforms of the business environment, identification of regional

and global value chains for SME participation, and participation in international data bases.

Others include structured dialogue between the public and private sectors, access to trade

finance, further exploration to consolidate linkages to the export markets.

4.2.6 Human Resource Development
A key factor in reduction of costs is productivity. In addition to retooling of worker skills, effort

will be made to promote modern technology production techniques. Human resource

development is critical for the effective performance of the labour market; in the form of
technical competences, coordination, management, negotiation capacity, and trade/investment

facilitation.

To the extent that Kenya resource endoq.rnent lies in its people, substantial investments shall be

required to attune the labour skills to the contemporary market requirements, technological

driven and globally interdependent economies. This u,ill entail strengthening Human Resource

Competences for Programme Implementation and Export to Regional Markets.

Promotion of a research culture among both public and private sector emplol,ees will enhance

anailtical and negotiation competences, Iegal drafting and priority setting in the context of
national interest. This will prepare the Kenyan youth to take advantage of the available regional

and international market opporfunities, in particular those from RECs in which Kenya is
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participating. The impiementation of the EAC CM expands empiol,ment opportunities outside

Kenya. These will accreditation of higher education institutions.

The worid economies are generally slowing dou,n and experiencing employment contractions.

However, the job market underpinned by technological deveiopments is experiencing a paradigm

shift to ICT platforms for enhanced connectiirity of operators. Entrepreneurial skills in locating

the niche in a globalized environment for the different national and giobal players and

establishing the link thereof are becoming more criticai in the global labour markets. There will
aiso be the need in the context of the offer/request proposals at the WTO to target the elimination
of the discriminatory labour iaws in the north through reciprocity.

Ir4ore important is to strategize on the preferential treatment of labour in the RECs in common

market arrangements against those from the north. Further, there will be need to leverage the

work ethics of the Chinese in order to transfer such skills to the citizens of the region. Building
on the current realities where informal sector provides employment opportunities in Kenya,
concerted effort should be taken to skill and retool employees for today's labour market.

Consequently, the need to review the labour laws to ensure they conform to the policy scenarios

of the day including entrenching affirmative action in consistence.

The level of education is of fundamental importance, not only for the development of society in
eeneral, but also for the deveiopment of enterprises, A higher educational level increases the

possibility of further building capacities in managerial and technical skills, which is of crucial

importance for the creation of competitive enterprises as u,ell as for the possibility of attracting

FDI. Notwithstanding the importance of both infrastructure and the generai level of education,

further discussion of these topics lies beyond the scope of this paper. It u,ill also be prudent to

staff the implementing agencies adequatel), to ensure timely action on all commitments that the

country enters into.

Human capital is vital resource for Kenya. It is noted that the quality and diversity of the Kenya

Diaspora presents a resource with huge untapped potential. In light of this, the ministry will
expand its linkage with the Kenl,al Diaspora and harness this resource by:

i) Facilitating its integration into the national agenda;

ii) Collaborating with Kenyan financial and other institutions for inrrestment instruments and

products that are customized for the Diaspora;

iii) Lobbying for employment opportunities overseas and in international organizations;

iv) Promoting the creation and structured management of Diaspora organizations ;

r,) Sourcing scholarships from universities and tertiary institutions in foreign countries;

vi) Promoting more efficient and cost-effective transfers of remittances.
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4.2.7 Special Agreements to Secure l{en1,sns Working Outside tlte Region

In order to take fuil advantage of the opportunities from the CM provisions, there is need to

strengthen capacity building programmes for heightened:

. Skills development- e.g. provide scholarships to support training across the region

. Collaborations of capacity building institutions to upgrade competences in the region

. Technical support to the private sector

. Effective participation in the formulation of standards

o Contract/agreement formuiation

Kenya stands to benefit by seeking to invest growing economies of the region such as Ethiopia's

and in negotiating preferential investment terms in selected sectors. There are opporlunities for

Kenyan investors in the following sectors, in terms of provision of expertise/human skills and

through investments;
./ ICT and telecommunications;

'/ Banking and financial services;

,/ Tourism and hospitality;
./ Medical fields;

'/ Agro-chemical and pharmaceuticals;
./ Education, science and technology.

In order to open avenues for Kenya's investors Kenya will propose as a matter of priority a

framework on:

i) Expeditious conclusion of Agreements on Promotion and Protection of Investments,

Avoidance of Double Taxation, Customs Support Agreements as well as the Border Trade

Protocol;

ii) Establishment of Joint ICT platforms and development of telecommunication support

services including mobile banking.

iii) Establish a Joint Private Investment Council (JPIC) between the respective national

investment agencies responsible for promotion of investments in the agreed sectors with
emphasis on joint ventures in the designated economic development corridor.

4.2.8 Targeted Capaciry and Training of Regional Integration Implementers

4.2.8.1 Trade Negotiation Skills
Kenya will undertake measures to support capacity building in trade negotiation skilis. Adequate

training on regional trade and integration issues will be undertaken every year. The training

workshop will equip the delegates with proper understanding of the need to understand the

previous agreements, the implementation implications, interplay between the old and the new

agreements being negotiated as well as other obligations before undertaking or concluding new

79



ones. Member States need to obtain satisfactorS, terms for their trade u,ith the emerging trade
partners such as China, India and Brazil

4,2.8.2 Training Resource for MPs and Parliament Staff on Regional Integration
The capacity buiiding programmes for the MPs and Parliament staff shall target institutional and

human resource competences in research and information access. The specific programmes aim
at:

i) increasing the capacity and effectiveness of Members of Parliament in their oversight work
on regional integration activities;

ii) increasing the capacity and effectiveness of parliamentarl, 5tag in supporting and providing
technical support for Members of Pariiament in their oversight work on regional integration
acti'r,ities;

iii) Equipping parliamentary staff with tools to better assists MPs and parliamentary committees
in their legislative and oversight roles;

iv) Testing the developed training material for phase two on the participants in order to get input
on its relevance, usefulness and accessibility; the existence of information gaps; and on how
to improve it in order to reflect their needs better,

4.2.8.3 Training Media Fraternity on Regional Integration issues
In order to sustain information dissemination to a wider audience, there will be need for regular
sensitization of the media fraternity and other NSA on issues under negotiation and

implementation. These will be complemented with capaciq, bu',d'n* of the related stakeholders

on topical issues of national interest.

Towards this end, regular information sharing from research findings shail be in build into the

regular consultation processes. There u'ill be need to leverage the new constitution to invoke
harmonious coexistence at national level. The sustenance of regional peace and security shall

take into account collective regional and global responses to emergent destabilizing elements.

4.2.8.4 Training existing staff on tlte National regional Integration Strateglt and Policy
Effective migration from the current disjointed structure of managing RI u,ill require concerted

efforts to change the mindsets of the implementers. Tou'ards this end extensive capacity

building and sensitization programmes have to be mounted at both the central and county
governments.
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4.2.8.5 Regular Staff [Jpdates for regional integration implementing agencies
There should be refresher courses for staff managing RI programmes to ensure awareness on

emergent issues u,hile ne\ /er staff should be taken through in-depth sensitisation sessions. More

importantll, are the research and analyical competences through use of appropriate analyical

models to ensure informed poiicy advice and negotiation positions.

4.2.9 Exploring Alternative Sources of Financing Infrastructure

4.2.9.1 Promoting Strategic Public Private Partnerships (PPPs)

Private sector is critical in the deiivery of a number of critical transport and energy infrastructure

projects that have alreadl, been prioritize. In this regard therefore, PPPs and concessioning for

access to resources and technical expertise shall be employed where appropriate in infrastructure

development. In other cases, particularly railway infrastructure, joint intergovernmental efforts

bring to fruition such projects at a much faster rate.

The private sector is the main beneficiary of regional integration. To ensure integration of their

interests, in particular those of expansion of supply capacities, strategic partnerships wing the

public sector in country as well cross border partnerships shall be upheld. The legal and

regulatory frameworks shail be reformed to strengthen partnerships u,ithin and outside the region

and to entrench competitive culture among the Kenyan private sector.

Kenya will also pursue Partnerships in mobilizing technical, financial and productive capacities

to take advantage of regional and global markets in its development initiatives, This is more

applicable in today's fragmented production systems, and technology facilitates sen,ice delivery.

Consequently, the government shall promote outreach promotions of moving up the value chains

of the productive sectors of agriculture, tourism, environment, natural resources for

sustainability. In this regard investment protection laws shall constitute the operational

frameworks of the CM arrangements and any RTAs that may be concluded outside RECs.

4.2.9.2 The Public Sector Investment Programme (PSIP)
In line with the MTEP for Vision 2030, Kenya shall adopt a PSIP- a five-year rolling programme

for guiding public investments especially those that promote regional integration. The PSIP will
be a major step towards adopting a strategic and coherent approach for investment planning and

financing in Kenya. It will be a useful instrument that will enable Government to translate the

national economic vision and sectoral policies into distinct investment projects that are necessary

to meet the infrastructure gap and ensure sustainable development in the context of the regional

integration strategy.

The PSIP u,ill cover the investment program of the General Govemment sector, the Statutory

Bodies, State Owned Companies, the Local Authorities. It will be a rolling investment plan

ra,hich will be reviewed on a quarterly basis against the strategic objectives of govemment taking

into account, inter-alia, resource availability, state of preparedness of investment projects and
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implementation capacitl,. 11r. PSIP will be a major step towards adopting a strategic and

coherent approach for investment planning and financing. It will also be a useful instrument that
wiil enable Government to translate the national economic vision and sectoral policies into
distinct investment projects that are necessary to meet the infrastructure gap and ensure

sustainable development.

This program will be an integral part of the overall investment strategl,. of Government aimed at

overcoming the supply side constraints through massive investment in physical infrastructure
and creating the dynamics to achierre the growth target of 10 percent per annum. The presence of
PSIP would provide a framework for pianning and scheduling investment in line with long-term
government objectives and short-term macroeconomic constraints. It will also act as a screening

mechanism for verifying that projects to conform to government objectives and overarching
policl, and strategy.

4.2,9.3 Communication Strategy on Regional Integration

\llith the regional integration increasingly taliing a central role in Kenya's economic activities,
there will be need to keep all Kenyans informed. In this regard, there will be need to build on the
EAC communication strategy under preparation.
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CHAPTER FTVE

5.0 SECTORAL IMPLEMENTATION PLANS AND COORDINATION MECHANISMS

5.1 Introduction
The regional integration strategy for Kenya outlined in the preceding chapter seeks to ensure that

all regional integration initiatives being pursued by Kenya are more effective and efficient and

thus contribute to more towards Kenya's vision of becoming a middie-income country by 2030.

The successful implementation of the strategy will to a large extent be predicated on the existing

capacitl, and proposed strategic interventions. To this end, the implementations plans underpin

the success of the strategy.

It is important to underscore the fact that the environment within which the RIS will be

implemented may change continuously. In some cases, RIS interventions may be overtaken by

events due to initiatives that Member States and/or Cooperating Partners may have undertaken.

In other cases, new or unforeseen circumstances may come to the fore. Maintaining the RIS

focus, while allou,ing for flexibility and adaptabiiity, poses a key challenge. The RIS needs to be

seen as a "living" document that should be updated on a regular basis to keep it in line with

prevailing reality.

5.2 Sectoral Implementation Plans

Strategic priority issues and actions of the strategic interventions have been highlighted in Annex

1. Concrete time bound and costed activities/prograrnmes/projects will be developed and clearly

spelt out in the sector specific MTPs, 2013-2017.

5.3 Monitoring and Evaluation Framework
The Monitoring and Evaluation system and institutional frameworks for the Kenya's RIS shall

form the constituent part of NIMES. The M&E system will assess progress towards the agreed

milestones; act as an early warning system in cases where targets seem unlikely to be achieved;

and provide regular information to all stakeholders on the performance of implementation of the

Development Strategy. The feedback from monitoring and evaluation will be used to ensure

continuous sharpening and focusing of inten,entions at all stages of implementation of the

development strategy.

Starting with the regional integration Activity Matrix, the sector ministries and agencies will
develop a comprehensive M & E System for monthly, quarterly, semi-annual and annual

reporting, as appropriate. Short periodicity monitoring, up to -annual reviews will be executed

internally by the MDAs. Each MDA will establish M&E departments/units.
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