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REPORTING TO PARLIAMENT

This report is prepared in accordance with the requirement of the Constitution of

Kenya Article 153(4). The Cabinet Secretary, Ministry of Industrialization, Trade

and Enterprise Development provide the Parliament with full and report on all

matters under the Ministry highlighting the Financial Year 2OI8l19 and other

background matters.

As per the Executive order, the Ministry of Industrialization has two State

Departments namely:

i. State Department for Industriabzatron.

ii. State Department for Trade and Enterprise Development'

MINTSTRY',S VTSION, MTSSION AND CORE VALUESI

VISION

A leading agent for globally competitive and sustainable industrial, trade and

enterprise development sectors

MISSION

To facilitate an accelerated growth of the Industrial, Trade and enterprise

development sectorsthrough provision of an enabling institutional, policy

and 1egal frameworks.

CORE VALUES

Values are an integral part of an organisation's culture, and they create a

sense of identity, belonging and purpose. To this end, the Ministry seeks to

uphold the following core values:

0S Customer focus: We are committed to upholding the highest standard
in our service delivery to enhance customer satisfaction;

X Integrity and transparency: We are committed to honesty,

impartiality and transparency while delivering services;

7 | Poge



S Team work: We will deliberately nurture team spirit, collaboration,
consultation and adopt participatory approach in discharging
ministerial mandate;

t& Professionalism: We will maintain high level of adherence to set
standards through continuous competency development;

I creativity and innovativeness: we will continuously be open and
proactive in seeking better, acceptable and efficient methods of
production and service delivery.

ils Effectiveness and Efficiency: we will be guided by operational,
rationalization and cost saving measures;

& Equity and Inclusivity: we will mainstream gender, youth and special
groups' issues in the distribution of resources, responsibilities and
opportunities in the Ministry.

8l Poge
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CHAPTER I:INTRODUCTION
1. Background
The manufacturing sector has been identified as the key driver for economic growth
and development under tJre "Big FouC Plan. Its overall goal is to increase its
contribution to Gross Domestic Product (GDP) by at least LSo/o by 2022; increase
level of foreign direct investments to $2 billion; and improve ease of doing business
ranking from 8O in 2OL7 to 50 by 2022. This will propel Kenya towards becoming
Africa's industrial hub. The sector has a high potential of investment attraction,
employment creation, export expansion, stimulus for agricultural sector growth
and provision of forward and back ward linkages in all other sectors. The sector
has a strategic role in technologr and innovation as it is a major platform for
diffusion of new technologies to other sectors of the economy.

The sector's strategic interventions under the "Big Four" include: the textiles and
apparel including the revitaLizatton of cotton; leather and leather products; agro-
processing; manufacture of construction materials; oil, miming and gas; iron and
steel; manufacture of ICT products and business process outsourcing; and fish
processing. The enablers include: improved ease of doing business environment;
special economic zones/industrial parks development; SMEs development; market
access and products standards development.

The sector also has a high potential for emplo5rment creation; has strong forward
and backward linkages and spill-over effects; provides demand stimulus for growth
of the agricultural sector and offers significant opportunities for export expansion.
The sector also plays a critical role in the realization of SDGs 8 and 9 on promotion
of sustained, inclusive and sustainable economic growth, full and productive
employment and decent work for all as well as building resilient infrastructure,
promoting inclusive and sustainable industrialization and fostering innovation.

The existence of international and regional agreements and obligations has
presented an opportunity for the counfir to implement new plans, programmes
and projects to achieve them. These include the EAC Industrialisation policy 2OL2-
2032; the EAC Industrialisation Stratery 2012-2032; EAC Vision 2O5O; African

l0 I Poge



Union Agenda 2063; African Continental Free Trade Area (AfCmA); United Nations

Climate Change Convention and the Agenda 2O3O for Sustainable Development.

1.1. Mandate

The State Department for Industrialization has been established under the

Executive Order No. 1 of June 2018 (Revised in August 2018) which has placed it

under the Ministry of Industry, Trade and Cooperatives, with fifteen (15) State

corporations; one (1) training Institution; and two (2) Tribunals.

The mandate includes:

i. Industrial Policy and Planning;

ii. SME Policy;

iii. SME Financing PolicY;

iv. SME/Biashara Financing Policy;

v. Buy Kenya Build Kenya Policy and Stratery;

vi. To promote Standardization in Industry and Quality control;

vii. Promotion and Development of Micro and Small Enterprises;

viii. To Promote and facilitate Domestic and Foreign Investments;

ix. ' promotion and Oversight of the Development of Special Economic Zones

and Industrial Parks;

x. Kenya Property Rights Policy (Patents, Trade Marks, Service Marks, and

Innovations);

xi. Promotion of value Addition and Agro-Processing;

xii. Textile Sector DeveloPment;

xiii. Leather Sector DeveloPment;

xiv. Business Innovation and Incubation;

xv. Promotion and development of the Cottage Industry;

xvi. Oversight and regulation of Scrap Metal Industry

x\rii. Promotion and Development of Medium Business Enterprises; and

xviii. Industrial Training and Capacity Development.

The prioritized. programmes and projects are expected to increase the contribution

of manufacturing to GDP by more than 15% and create additional 1 million jobs

ll lPoge



yearly in the next ten years and value addition to accelerate economic growth,
create jobs and reduce povert5r. These programmes are also expected to increase
the level of investment by five folds and improve the Ease of Doing Business
ranking index to under the top 50 by 2022 and increase FDI five-fold.

t.2. Autonomous and semi-Autonomous Government Agencies

The subsector has fifteen (15) autonomous and semi-autonomous agencies. The
Agencies undertake various functions and mandates to support industrial
development and investment promotion in the country.

The Autonomous Government Agencies lnclude:

i. East African porfland Cement Company (EAPCC)

EAPCC is responsible for manufacturing and marketing cement and cement-based
products both locally and internationally. This promotes the development of both
domestic and international trade, earning the country the much needed foreign
exchange. The company also produces raw materials for domestic markets in
construction of major infrastructure projects.

ii. rndustrial and commercial Development corporation (ICDCf

ICDC facilitates industrial and economic development of Kenya through initiation,
assistance or expansion of industrial, commercial and other
undertakings/enterprises in Kenya or elsewhere as detailed in the ICDC Act, (CAp
4451 Laws of Kenya.

iii. Kenya Bureau of Standards (KEBS)

KEBS is mandated to coordinate the development and enforcement of standards
for industrial products in order to achieve production of goods and services that
meet global standards. It ensures quality of Kenyan products and services for
improved access to both local and international markets.

12 lPoge



iv. IDB Capital Limited

IDB Capital Limited is a Development Financial Institution (DFI) established by

Government for the purpose of promoting economic development in Kenya. This is

through provision of medium and long term linance to industrial and commercial

enterprises in various sectors of the economy.It is mandated to provide financial

services to the industrial sector to accelerate the economic development of Kenya

through the promotion, establishment, expansion and modernization of medium

and large scale industrial enterprises.

The Semi-Autonomous Government Agencies includes:

i. Kenya National Accreditation Senrices (KENAS|

Kenya National Accreditation Services (KENAS) is established under the

Accreditation Service Act of 2019. The Agency is charged with the responsibility of

carrying out voluntary and mandatory accreditation of conformity assessment

bodies (CABs) in specific fields of Certification and ensures a level playrng freld with

accreditation services internationally.

ii. Kenya Industrial Estates (KIEI

KIE is mandated to provide finances, work space, Business Development Services

(BDS) and promotion of subcontracting linkages to MSMIs in order to foster the

development of indigenous MSMIs countrywide.

iii. Kenya Industrial Property Institute (KIPI)

KIPI is charged with the mandate to administer Industrial Property Rights (IPR),

provide technological information and training in IPR and promote invention and

innovation. This will foster protection of innovations and intellectual property to

cataly ze te chnolo gical development.

iv. Kenya Industrial Research and Development Institute (KIRDI)

KIRDI conducts research and development in all industrial and allied technologies

including mechanical, civil, electronics, chemical engineering, enerry,

environment, and commodity technologies. The execution of this mandate will lead

13 lPoge



to technological advancement through research and development and this
contribu te toward s the cou ntry indu strial ization proce ss.

v. Numerical Machining Complex (NMCf

NMC is mandated to manufacture metallic components and other industrial
products to promote industrial development. It was formed for the purposes of
manufacturing motor vehicle spare parts and metal based engineering products. It
offers mechanical and engineering services to the agricultural industrial and
automotive sectors.

vi. Micro and Small Enterprises Authority (MSEA|

MSEA is mandated to formulate policies, coordinate, harmon ize and, facilitate the
integration of various public and private sector activities and programmes relating
to Micro and Small Enterprises.

vii. Export Processing Zones Authority (FiPZAl

EPZA is mandated to ensure effective EPZ implementation by development,
administration and designation of zones, advocacy and strategic planning,
marketing and promotion of exports, licensing, monitoring and regulation and
provision of investor services.

vtii. Kenya Leather Development Council (KLDCf

KLDC was established through a legal notice No.114 of tl.e Kenya gazette
supplement' No 113 of 2071 under the Act (cap 446). It is mandated to provide
direction, harmony and coordination to the leather sector in the country.

ix. Kenya fnvestment Authortty (KENINVEST)

Kenya Investment Authority (Ken-Invest) is a statutory body establishe d in 2oo4
tlrrough an Act of Parliament (Investment Promotion Act No. 6 of 2oo4) with the
main objective of promoting investment in Kenya. The core functions of Ken-Invest
include; Policy Advocacy; Investment Promotion; Investment Facilitation which
includes Investor Tracking and After-care Services. It is responsible for facilitating
the implementation of new investment projects, providing after-care services for

14 | Poge



new and existing investments and otganizinginvestment promotion activities both

locally and internationallY.

x. Special Economic Zones Authority (SEZA)

The Special Economic Zones Authority is established through an Act of parliament

(Special Economic Zones Act 2015). The Authority is mandated to promote and

facilitate local and foreign investments; develop and manage Special Economic

Zones across the countr5r; the development and management of enabling

environment for such investments, and for connected purposes by (1) making

recommendations to the cabinet secretary on all aspects of designation, approval,

establishment, operation and regulation of special economic zones; (2) implement

the policies and programmes of the Government with regard to Special Economic

Zones; identify, map and, where necessary, procure or avail to developers and

operators the areas of land to be, or which have been, designated as Special

Economic Zones; (3) determine investment criteria including investment threshold;

(4) undertake or approve the development, operation or maintenance, as well as

finance, appropriate infrastructure up to the perimeter of, or within, select Special

Economic zoies, as and when deemed necessary; (5) review applications and grant

licences to special Economic zone developers, operators and enterprises; promote

and market special economic zones to potential special economic zone entities and

administer a "one-stop" Centre for investors'

xi. Scrap Metal Council (SMC)

The Scrap Metal Council is established under the Scrap Metal Act mandated to

control and regUlate the dealing in scrap metal business, and for any other

purposes connected therewith. Scrap metal dealing include: old metal' second-

hand metal, broken metal, defaced or old metal goods (including machinery and

plant), whether wholly or partly manufactured, and any metal which is the property

of any of the Governments of the East African Territories or of any service or

department of the Community or of any public authority, whether ferrous' non-

ferrous or ferro-alloyed, but does not include gold, silver or metals of the platinoid

group

It

15 lPoge



'.t

16 lPoge

I



CHAPTER 2: MAI{UFACTURING SEICTOR PERFORXIANCE AND

BACKGROUND MATTERS

2. Overview of the Manufacturing sector Performance

Manufacturing sector plays critical role in sustaining growth and generating

employment as our country moves towards rea\izatton of the aspirations of Vision

2O3O.The manufacturing sector performance is measured by the value of output'

and value added at market prices and percentage growth for the period 2Ol4 -

2018. It also presents the employment levels and amount of industrial credit

advanced with the review Period.

2.t. Manufacturing sector (output and value Addedl Performance
'20L4 - 2018
.

The t4ble below show the increase of the manufacturing sector value added and

manufacturing sector output for the period 2074 - 2018' The output has increased

from x.8 trillion to 2.4ltrillion in2014 to 2018 while the value added had increased

from 538 billion in 2OL4 to 689 billion in 2018'

Figure 2.1-i:.Performance on GDP, Output and value addition-

Manufacturlng Sector Performance 2014 - ?OLA

10,000,000.00

8,000,000.00

6,OOO,OOO.OO

4,000,000.00

2,000,000.00 II I
2Ot4 2015 20L6

r Manufactrlng Value Add (ln Milltonsf

r Mauufactrlng Output (ln Millions)

GDP (tn Mtlltons)

I
201820t7

Source: Economic SurveYs,

2.L.1. Manufacturing sector contribution to GDP 2OL4'2OLA
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The figure below shows that the growth of the sector contribution to the GDp has
been in declined from a high of 7oo/o in 2or4 to a low 7.74o/o in 2o1g. This is
partlyattributed to a slower increase in value addition compared to 1he increase in
the other sectors of the economy especially the financial services.

Figure 2.1.1-i: GDP growth 2Ol4 - 2}lg

Manufacturing Sector Growth
t2.oo

10.oo

8.OO

6.OO

4.OO

2.OO

o.oo
2014 2015 20L6 2017 2018

Source: Economic Surveys

2.1.2. Manufacturing sector growth rate

From the table below, the trend has been declining. In 2018 the increase was due to
increase in production manufactured food e.g sugar, dairy, meat. other significant growths
were recorded among the selected non-food sectors comprising pharmaceuticals, electrical
equipment, and motor vehicles, trailers and semi-trailers.

.,*
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Figure 2.1.2-i Manufacturing expansion

Manufacturing sector growth rate
7

6

5

4

3

2

I
0 ll II

20L72014

Source: Economic SurveYs

20 15 2016 20 18

2.L.3. Employment Levels

The table below show the value of output and compensation to employees(at

current prices) in the manufacturing sector.The sector's value of output increased

by 7.2 per cent in 2018 compared to a 5.3 growth in 2017 while the intermediate

compensation increased by 8.0 per cent during the review period.

Tabte 2.1.3-it Output, formal employment and compensation of employees

Source: KNBS Economic SurveYs

2.t.4. Credit to the Manufiacturing Sector

The table below show the amount of credit advanced to the manufacturing sector

for various expansion activities by the commercial banks and other industrial

financial institutions from 2014 to 2018. The total credit advanced rose frorn237.4

billion in 2014 to 334.4 billion in 2018.

147,453287,4001,820,36920t4
163,392295,400r,977,16920 15
174,768300,8002,131,9O720L6
189,219303,3452,245,3762017
206,031307,5922,407,78820 18
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Table 2.1.4-i: Projects and Credit advanced

Source: Central Bank of Kenya

The Kenya industrial estate played a critical role in advancing loans to the micro
and small enterprises whereas the IDB Capital leveraged on financing medium
startups. ICDC advanced credit to the larger enterprises either requiring larger sum
of credit for starting up or expanding operation.

2.2. Regulatory, Institutional and policy Reforms

For the period under review, number of reforms have been undertaken which
includes:

i. Accreditation Service Act of 2019.

ii. Draft National Automotive policy.

iii. Kenya Investment policy.

iv. Draft Kenya Leather policy.

2.3- Outstanding issues in the State Department for Industrialization

The following issues are still pending:

2.3.L. Encroachment on industrial land

The following institutions have land earmarked for development and expansion
that has been encroached on and need the support of other Government
Institutions in removing the squatters, resettlement and securing the land:

i. Numerical Machining Complex land in Athi River earmarked for the
development of an Integrated iron and steel mill;

l{o. of ProJects Credlt Advanced ln Kshs Mllllons
2014 2015 2016 2017 201 8 2014 2015 2016 2077 2018Ltd 3 5 J 3 8 74.20 252.OO 129.80 200.10 551.80nt Bank

2 6 6 3 3 66.60 341.O0 292.30 130.50 230.00

Estates 543 233 325 280 225 194.30 120.80 165.30 181.OO 243.70

Commercial

I 4 4 234.OO 421.20 495.60 791 .OO 315.00r
Banks 237,355.80 249,727.AO 274,725.OO 3 14,045.50 334,388.00
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ii. East African Portland Cement Company land at Athi river earmarked for

cement production Purposes; and

iii. DongoKundu land for the development of Special Economic Zones.

2.3.2. Poor financial performance by state corporations

EAPCC Registered deterioration in both net worth and performance level

manifested in declining turnover (Kshs 9,O57 million in 2OL4 to Kshs 2,800 million

in 2019) and consequently negative gross profit margin and loss from operations.

The Financing institutions (KIE and ICDC) have legacy loans which have not been

cleared from their operations. This limits their ability to source for funding from

the Development Partners.

2.9.9. Freezing of Recruitment in the Public Senrice

The state Department has not been able to fill the vacant positions due to the

existing circular from the Public Service Commission on recruitment by the

Government.The staff establishment is 834 against an in-post of 445 as shown in

table below.

Ta 3 Staff Deployment Status

2.3.4. Pending Regulatory and Policy Reforms

The following policies have not progressed to conclusion:

Sum
834Authorized Establishment
445In Post
26Ind -H uarters
15Ind Officers - Field
35ustrial Training InstituteI

I

Lecturers and

131Support ServicesOfficers - Field
208Su ServicesOfficers -
36Su ServicesOfficers - KITI
t7MSEA Officers Revertin Back To Mini

Summary Of Oflicers In MDA's
6Industrial Property Tribunal
6Standards Tribunal
18Leather Council (A11 Officers)
445Total
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l.

ii.

iii.

Draft Kenya Leather Development Authority (KLDA) Bill.

KIRDI BiIl.

Draft National Leather policy.
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CHAPTER 3: FINANCIAL PERFORMANCE FOR FY 2OL8|2OL9

3. Ovenriew

In the Financial Year 2ol8l2ol9, tJle State Department received a total of

Kshs6,62O.O3 million against a requirement of Kshs 25,196 million for

implementation of various programmes and projects falling under it. The budget is

presented in threeprogrammes namely:

i. Industrial Promotion and Investment

ii. Standards, Incubation and Research

iii. General Administration, planning and support services

3.1 Recurrent Budget

Table 3.1-i: Recurrent Budget

3,317.01Gross
7t7.54AIA

2,599.47NET
434.70Compensation to Employees

1,880.47Transfers
1,O01.84

1175

Other Recurrent
Recurrent Nlocation for Headquarters and State CorPorations

139.91NMC
54.64KLDC

283.27EPZA
200.32Kenlnvest

9.08SEZA
4.54Metal

141.65KENAS
377.28KIE
108.07MSEA
561.7tKIRDI
145.60KITI
840.79Use of goods -

5.90
3.87HQ Non Fin assets - Headquarters
5.67KITI Non Fin assets - Headquarters

434.70PE - Headquarters
3,317.OOTotal
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3.2 Development Budget
?able 3.2-i: Development Budget

3.3 Capital Project Funding Levels Fy 20I.gl lg

Table 3.3-i: Capital Project Funding Levels Fy 2}lg/19

Gross 3,303.O2
GoK 2,735.O2
Loans 54.OO
Grants 514.00

t175

Local AIA o.oo

I
slql L y4Lg

4,409 0 4,409 t/7 /2Ot4 30/06/2022 0 400

2.Development of Athi
River Textile hub-
DNA

8,24O 0 8,24O L/7 /2014 30/06/2022 0 820

S.Contruction of
Industria-l Research,
Laboratories - KIRDI
Kisumu

r,gg2 0 7,992 r/4/2Ort 30/06/2022 0 100

4.Construction of
Industrial Research,
Laboratories, Nairobi -
KIRDI South B

5,5O0 0 5,500 2s/02/20
13

30/06/2022 0 10

S.Modernization of
RMTE]X Machinery

6,O00 3,000 3,O00 t/7 /2ots 30/06/2022 54 730

6. Kenya Petroleum
Technical Assistance
(KEPTAPI

4,100 4,10O 0 1/7 /2016 30/06/2022 60 0

7. Provision of
Finances to SMEs in
Manufacturing sector-
KIE

3,350 0 3,350 r/7 /2ors so/06/2022 o 300

KITI

S.lnfrastructure and
civil works

860 0 860 t /7 /2Ot7 30/06/2O2r 0 t75

9. Modernization of
NMC's Foundry Plant &
CNC & Fabrication
Workshop - NMC

933 0 933 r/7 /2Or8 30/06/2022 0 50

lo.Kenya Youth
Empowerment and

2,520 2,520 0 t /7 /2Ot6 so/06/2022 354 0
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End Date
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l.Development of
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Opportunrties Project
(KYEOP)

100 2530l06l2024515 r17l2or85,665 5,15011. Kenya Industry &
Entrepreneurship
Proiect (KIEPI

0 o30l06/20221,500 0 t/7l2or81,500l2.Development of
Various SMES in
Kenya - IDB Capital

0 10030l06/20221, 150 t l7 l2ot71,150 0

Extension

13.Cotton DeveloPment
(RIvATEXlSubsidy &

0 25.2tl7l2or4 30l06/20220 85085014. Ease of Doing
Business

s68.OO 2,735.2OTotal

il
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CHAPTER 4: STATUS REPORT oN THE IMPLEMENTATION oF
KEY PROGRAMS AND PROJECT

4. Ovenriew

The State Department for Industrializatton is implementing the following three
programmes namely:

Table 3.3-i: Programmes under State Department for Industrialization
Programme

1 Promotion of Industrial
development and Investment

To create enabling environment to
promote and facilitate industrial
development through value addition
and investment

2. Standards and Business
Incubation

To provide standards for industrial
products and incubation services to
su MSMEs

3. General Administration,
and servrces

To provide efficient support seryice
delivery

4.L Programmel: Promotion of Industrial Development and
Investment

Under Programme of Promotion of Industrial Development and Investment, the
following projects have been implemented or are been implemented:

4.l.lDevelopment of Textile Hub at Athi River

This project is meant to address the limitations in terms of provision of industrial
warehouses/ shed and basic infrastructure facilities (internal roads, power, water,
security fence, and sewerage) that are key in attracting and retaining investors.

In Financial Year 2oI.gl14 there following were achieved;
i. Number of manufacturing zones increased reached 50

ii. Operating firms were 85,

iii. Direct investments stood at Kshs. 4gbillion,

iv. 4504 new jobs opportunities were created.

26 lPoge



In Financial Year 2oll4l15 the following were achieved;

i. The construction of the lst 3O,O0O square feet warehouses in Athi River

together wit]. requisite basic infrastructure (roads, sewer, and power

supply) began.

ii. The Power Subsidy for the Textile firms operating in the EPZs was

operationalized.

iii. Aggressive investor targeting and attraction was started with 42 major

textile buyers invited to Kenya and discussions with the 2nd largest textile

manufacturer in the World.

iv. The Textile and Garments Value Chain Study was completed and

implementation of the recommendations began'

In Financial Year 2OL5t 16 the following were achieved;

i. Gazetted zones were 57,

ii. Operating firms were 89,

iii. Direct investments were Kshs 74,000 M

iv. Total employment opportunities were 52,007

v. Apparel firms were 42,901 and

vi. Export under the AGoA programme stood at Kshs.66.6B.

In Financial Year 2OL6l17 the following were achieved;

i. Gazetted zones were 57,

ii. Operating firms were 111,

iii. Direct investments were Kshs71,0OO M

iv. Total employment opportunities wete 52,942

v. Apparel firms were 42,901 and

vi. Export under the AGOA programmestood atKshs. 358.

In Financial Year 2oL7l18 the following were achieved;

i. construction of industrial sheds were 93o/o complete,

ii. Number of licensed zones were 111,

iii. Number of operating firms were 131

ti

27 lP oge



iv. Direct investments were Kshs95,2Zg M

In Financial Year 2otgt l9the foflowing were achieved:
i' Completed 43,832 m2 of industrial sheds comprisin g of 4 clusters of large

industrial sheds and 8 SME sheds and 2large industrial sheds and 3 SME
sheds fY 2OL8/19.

ii' 6 km of internal access and 7.5 km of trunk sewer constructed Fy
2Ot7 /18.

iii' 8.3 km of reticulation infrastructure and 6,500 cubic meters, water tank
constructed Fy 2OlZ /lg.

iv' Exports level from EWs and investments reached Kshs ZS. g billion and
Kshs 106.6 billion in 2O1g respectively.

v. The number of licensed zones was 56, 65 and 71

In pictorial:

Figure 4.1.1-i: Road construction at EW, Athi River
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Figure 4.1.l-ii: Industrial Shed atEPZ, Athi River

Figure 4.1.1-iii: phase 2, Bitumen Road construction at EPZ, At}:ri River completed

4.L.zDongoKundu special Economic zones / Free Port

The Special Economic Zones program is meant to address key factors that reduce

Kenya's competitiveness as an investment destination' This will be through

infrastructure provision, simplification of business regulations, value chain

integration and clustering; expanded market access for SEZ goods and services'

and reduced taxation.
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Infinancial year 2olgt 14 the following achievements were reaJized,:

i' Special Economic Zones draft bill developed and forwarded to AG,s for
drafting.

ii' JICA incorporated to do Master planning and feasibility studies for
DongoKundu SEZ.

InFinancial year 2ol4l lsthe achievements were as follows:
i. 3,000 acres of land identified in DongoKundu
ii. Master Plan for DongoKundu sEZ completed in June 2015 by JICA

In Financial Year 2ol.st 16 the achievements were as follows:
i. Developed a Special Economic ZonesBill and submitted for consideration

and enactment by the National Assembly.
ii' Land has been identified in Mombasa, DongbKundu, for the development

of a Special Economic Zone and
iii. Special Economic Zones Act enacted in 2015.

During linancial year 2016l lz the following were achievements:
i. special Economic zones Act Regulations developed in 2016.
ii. Land identified and secured for the development of ICDC SME park,

Eldoret

iii. Land identified and secured for the development of Taveta SME park;
iv' Land identified and secured for the Development of Science and Technolory

Park at JKUAT, Juja.

In F'inancial Year 2017l 18 the achievements were as follows:
i. The Special Economic Zones Authority was formed and operation alize6

In Flnanclal year 2ol8l19 the achievements were as follows:
i. Signed a Grant and loan Agreement with the Japanese Government for the

implementation of the first phase of the project.

ii. DongoKundu Land gazettedas SEZin July, 2OIg and a Special planning
Area in August, 2OIg.
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111. KpA has finalized the Resettlement Action Plan (RAP) Report and National

Land Commission (NLC) has received facilitation by Kenya Port Authority

(KPA) to undertake resettlement and compensation in 2019.

I m I frrr$l' rr.rnt r ) s tr.f t.4 l. E(Ab- 0.1

a.

Figure 4.1.2-i Official Launch of SE,Z - DongoKundu, Mombasa

4.l.3Development of SEZ Textile Park Naivasha

The Naivasha SEZ at Mai-Mahiu will be developed to have common user facilities,

an Inland Container Deport, Railway Marshalling Yard, logistics zone and public

utility area with supporting road network. It will offer efficient support and

logistical service leveraging on the new SGR line to Naivasha with off-site and on-

site basic infrastructure of: Main Access Roads and Drainage; Electricity Power line

& Sub-Station; Piped Water & Treatment Plant; Common Effluent Treatment Plant

(CETp); Business Centre consisting of One Stop Shop and Administration Complex

and a Custom Gate House.

In Financial year 2o1^8l19 the achievements were as follows:

i. 1OOO, acres of land identified and secured (150 acres have been allocated to

ICD and 850 acres for the SEZ).

ii. The Land has been gazetted as SEZ in July, 2OL9 and a Special Planning

Area in August, 2019.
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iii- Master plan for Naivasha Industrial park developed.

iv. Installed Power line (11kv) on site.

v. Offsite infrastructure is being undertaken by relevant agencies and
enablers.

Figure 4.1.3-i: Internal container Deport at NaivashasF;Z - Mai-Mahiu

4.l.4Development of Leather Industrial park - Kenanie

The Leather Industrial Park is designed to provide basic infrastructure for investor
in the leather and leather products sector thus help to transform the country into
leather and leather products manufacturing hub. It will address challenge that
prevent the sub sector from reaching its full potential of lack of appropriate
production technologr, low investments and high cost of production especially
waste water management.

In Flnancial Year 2ol4l15 the achievements were as follows:
i. A blue print design of the leather park has been designed

ii. The procurement of contractor for the construction of Effluent Treatment
plant

iii. The Leather Value Chain Study was completed and implementation of the
recommendations started

In Financial Year 2ol5l16 the achievements were as follows:-
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i. Conducted Feasibility study and Master planning

In Financial Year 2OL6l17 the achievements were as follows:

i. Site Office, Gate and 5.7 km Perimeter Wall was constructed

In Financial Year 2oL7l18 the achievements were as follows:

i. 15 km of Internal roads constructed

In the Financial Year 2OLBl19 the achievements were as follows:

ii. Common effluent treatment plant (CETP)% is ongoing (25% complete

Figure 4.L.4-i: Excavation works for the construction of Leather Industrial Park -

Kenanie
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4'l.slncreased investments both domestic and foreign, investment
promotion and one stop-shop centre establishment

The program is geared towards increasing the level of investments both local and
foreign through the establishment of one stop shop centre at Kenya Investment
Authority- The Net foreign direct investments increase from 546.7 Billion to 664.6 r !
Billion in 2018.

Under Financi,al Year 201.5t 16 the following achievements were realized;
i. Draft National Investment policy was developed

ii. Attracted Foreign Direct Investment and Domestic Investment to tl:e tune
of Kshs 224 billion

iii. setting up of State of ttre art one stop centre was 65%o complete.

Under Financial Year 2OL6t 17 the following achievements were realire4;
i' Attracted Foreign Direct Investment and Domestic Investment to ttre tune

of Kshs169 billion

ii. One Stop Centre was completed.

Under Financial Year 2Ot7l18 the following achievements were realized.;
i. Attracted Foreign Direct Investment and Domestic Investment to the tune of

Kshs 190billion.

Under Financial Year 201.8t 19 the following achievements were realized;
i. Development of Kenya Investment policy, 2OIg.

ii. Operationalization of one stop shop center.

iii. Holding investment fora at local, regional and international levels.
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Figure 4.1.s-i: One Stop-Shop-Center at KENINVEST

4.l.6Modernization of the Rivatex machinery

Under the project the following activities have been implemented:

i. Completed the acquisition, installation and commissioning of new

machinery for the Spinning, Reading, Preparation, and Weaving Sections of

the factory in the FY 201.al19. Remaining with acquisition of machinery

for the processing section.

ii. Construction of industrial warehouse is complete FY }OLB|L9

iii. Construction of the Effluent Treatment Plant and Security wall is at 8O%

complete.

iv. Participated in the producing the fabric for making of uniforms for the

disciplined forces under the buy Kenya build Kenya programme.
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In pictorial

. Air conditioning systenr and hurnidificarion sysrems installed spinning depar-tment

' All machines in the department are running with efficiency of more than g5yo

Figure 4.1.6-i: Air conditioning system and humidification systems

. Sectional winding machine
. Yarn dyeing machine

. Lifting Crane in sizing section for lifting rvarped beams

Figure 4.I.6-1i: Weaving preparation - sectional winding machine & yarn dyeing
machine

3!
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Figure 4.1.6-iii: New weaving looms

4,L.7 Cotton Extension Subsidy

The project aims at expanding the cotton production mainly through provision of

farm inputs (seeds, fertilizers & capacity building) to farmers, extension services

and coordinates the revival of ginneries for processing of cotton. Under the project

the following activities have been implemented:

i. Signed Memorandum of Understanding with 11 County Governments on

cotton revitalization and supporting farmers with extension services;

ii. Contracted 6500 no of farmers for cotton production putting 60,000 acres

of land under production;

iii. coordinated the approval by the cabinet the adoption and

commercialization of BT Cotton through performance trials; and

iv. Seeds distributed to farmers in the Eastern region.
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Figure 4.7.7-i: Plucking of Cotton at West pokot

4.l.SInfrastructure and civil works - Kenya Industrial rraining
Institute

The project is geared towards making tJre Kenya Industrial Training Institute a
center of excellence in providing industrial and entrepreneurship training. This is
expected to create a pool of trained manpower to work in the industrial sector where
there has been a mismatch of trained students and the requirements from the
industry.

In Flnancial Year 2ol4lls there following were achieved

i. KITI admitted 18OO students for various courses

ii. 3OO students graduated

iii. 5 new courses in various departments,

iv. Construction of tJre perimeter wall was completed and repainted all
buildings.

In Flnancial Year 2ol5l16 there following were achieved

i. Purchased modern and specialized equipment and tools for trainin g; 27 for
leather training, 50 for textile training, and 20 for mechanical engineering.
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ii. Developed new curriculum in: Programmable logic control (PLC), Solar PVC

Foundry technolory, Food technologr, Computer Aided Design -AutoCAD &

Archi CAD, Pastry & Bread making, Cake Making & Decoration and also

Textile & apparel oPerators.

In Financial Year 2ol6t17 there following were achieved;

i. Students enrolled was 1350

In Financial Year 2oL7 t lSthere following were achieved;

i. Students enrolled was 165O

In Financial Year 2ot8ll9there following were achieved;

i. Students enrolled was 2200

ii. Completion of stalled project: Women Hostel at 75Yo complete; walkways

and central store

iii. Perimeter wall comPleted

iv. Refurbishment of workshops and administration block

In pictorial:

Figure 4.1.8-i:Workshop at 90 7o complete in KITI, Nakuru
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Figure 4.1.8-ii: Walkways at 90 7o complete in KITI, Nakuru

Figure 4.1.8-iii: women student Hostel at 70 %o complete in KITI, Nakuru
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4.2 Programm,e2z Standards and Business Incubation

4.z.tConstruction of Constituency Industrial Development Centers

The CIDCs will provide worksite for MSEs through construction & equipping of

CIDCs, training of MSEs and Capacity building. This project aims at expanding

economic opportunities for rural areas for employment creation.

In Flnancial Year 2014115 there following were achieved:

i. 165 CIDCs were completed while 24 had stalled

ii. Two CIDCs in Kiambaa and Kitui Central have been equipped and handed

over to Kenya Industrial Estate for Operationalization.

In Financial Year 2OLS l16 there following were achieved

iii. Refurbishment of 4L CIDCs completed.

iv. Trained MSE's Operators and Machine operators.

In Financial Year 2016117 the following were achieved:

i. Micro and Small Enterprises Authority (MSEA) Act was operationabzed.

ii. Facilitated 2,ool MSEs access to County, National, regional and
international markets

iii. Trained L,352 MSEs on management and entrepreneurship,

iv. Facilitated the creation of 41,275 jobs
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Figure 4.2.1-i: Operational CIDC Othaya

m TFIFIII

Figure 4.2.1-ii:Completed CIDC Kakamega
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4.z.2Construction & equipping of Industrial Research Laboratories

Construction of industrial research facilities (infrastructure) for undertaking

industrial research and development in all industrial and allied technologies

including Civil Engineering, Mechanical Engineering, Textile Technolory, Electrical

Engineering, Mining, Power Resources, Chemical Engineering, Industrial

Chemistry, Food Technolory, Ceramics and Clay Technolory.

In theFinancial Year 20l4l15 there following were achieved:

i. The western KIRDI region project is at96oh complete,

ii. South C project is 35% Complete,

iii. Developed a stratery for capacity building and attracting and retaining high
caliber professionals/ staff where 71 scientists were employed.

iv. Over 2O products and technolory were developed.

v. Designed and produced eight hundred and forty (840) Arc Welding Machine
and fifty (5O) Hospital Beds,

vi. 2 tanneries were established in West Pokot and Wamun5ru,

vii. Transferred fruit processing and honey processing, cotton processing,
extraction and fish leather technologies to 21 SMEs.

viii. 3 pilot soya bean processing plants were operationalized for production of

soya flour, soya milk and other related soya products

In Financial Year 2016117 there following were achieved

Developed and commercialized 165 products under the natural product

and value addition and productivity initiatives mainly in agro-processing

and Natural products.

Modern state of the art Industrial Research, Technolory and Innovation

laboratories, administration offices and a Techno Business Centre in

Kisumu completed.

Equipping of the Leather pilot plant and research laboratories was

completed.
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In Financial Year 2ol7l18 there following were achieved

i. Completed 54 projects in industrial technologr research,

ii. 22 new technologies to MSMEs for commercialization were completed,

iii. Supported a total of 1,283 MSMEs through technologr incubation, common
manufacturin g facilitie s, laboratory service s, quality standardi zatson

serrices, training and capacity building services

iv. Creation of 3,846jobs by the MSMEs.

Under the project the following activities have been implemented by 2OL8/19:
Klsumu

completed the construction of laboratories in Food technolory, Enerry,
Leather technolory and Natural Products; and administration block Fy
20t61L7.

ii. Acquired machinery for food, leather and textiles laboratories in FY
2OrAl L9.

Nairobl, South B

i. Civil and Building works done at 640/o percent complete.

In pictorial:

Figure 4.2.2-i: KIRDI HQ 640/o, South B, Nairobi.
l
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Figure 4.2.2-1i:Equipment for Laboratory in Food Technolory and Enerry.

Figure 4.2.2-11i: Equipment for Laboratory in Leather and Textile Technologies

4.2.3Provision of Credit/Finance to Small, Medium & Large
Enterprises

This programme facilitatesthe small and medium enterprises in accessing

affordablecredit, work space, business advisory services and incubation services.

In Flnancial Year 2OL4l15 there following were achieved
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i. credit amounting to Kshs szl.6 Million was disbursed.,

ii. 1,506 new enterprises were created,

iii. 8,601 direct jobs and 34,404 indirect jobs were created

iv. 12,623 entrepreneurs were trained,

v. 483 Linkages were established.

vi. constructed 266 industrial sheds across the countr5r

vii. Industrial credit advance by ICDCKshs4gl Million

In Financial Year 2oL5l16 there following were achieved

i. Amount of credit /capital issued wasKshs 1g3 Million

ii. Constructed 148 industrial working sites,

iii. Created 1,910 new enterprises,

iv. 70,602 direct jobs were created,

v. Entrepreneurs trained stood at 31,453.

vi. Industrial credit advance by ICDCKshs8O4 Million

vii. Industrial credit advance by IDB capital Kshs467 Million.

In Financial Year 201611? there following were achieved:

i. Amount of credit issued was 269M

ii. created 742,480 and 684 new enterprises respectively

iii. Direct jobs created were 3ZtO

iv. BDS training to entrepreneurstood at34576.

viii. Industrial credit advance by IDB capital Kshs 261 Million.

In Financlal Year 2OL7l18 the following were achieved;

i. Credit was disbursed Kshs. 210.3 Million
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ii. New enterprises created were 1,449

iii. 101,881 SMEs were trained on business skills.

iv. L,837 MSEs were linked to market

v. 704 SMEs incubated.

vi. 19,2O4 Jobs were created.

vii. Industrial credit advance by ICDCKshsS14 Million

viii. Industrial credit advance by IDB Capital Kshs56o Million.

In Financial Year z0lgl l9the following were achieved;

i. Completion of industrial workspaces for the SMEs.

ii. DisbursedKshs 4Ot.7 million to SMEs as industrial credit.

iii. Created 12,O51 new jobs and 848 new enterprises.

iv. Industrial credit advance by IDB Capital Kshs638 million.

v. Industrial Credit advanced by ICDCKshs 969 million.

4.2.4Accreditation of conformity assessment bodies - KENAS
The program is for promoting accreditation of conformity assessment bodies (CABs)

in specific fields of Certification including: Testing Laboratories, Calibration

Laboratories, Medical Laboratories, Inspection Bodies and Certification Bodies.

In Financial Year 2OL+115 the following were achieved:

i. 20 Conformit5z Assessment Bodies (CAB's) were accredited

ii. Seven awareness programmes on accreditation services were conducted,

iii. 33 assessors were trained in the areas of inspection, testing, certification,
testing and medical laboratories.

In Financial Year ?OLS|16 the following were achieved:

i. 104 Conformity Assessment Bodies (CAB's) assessed.

ii. 124 awareness programmes on accreditation services were conducted.

iii. 98 assessors were trained in the areas of inspection, testing, certification,
testing and medical laboratories.

ae
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In Flnancial Year 2016l17 the following were achieved:

i. 9O Conformity Assessment Bodies (CAB's) assessed.

ii. 133 awareness programmes on accreditation services were conducted.

iii. 125 assessors were trained in the areas of inspection, testing, certification,
testing and medical laboratories.

In Financlal Year 2Ol7 | 18 the following were achieved:

i. 13 new Conformity Assessment Bodies (CABs) were accredited,

ii. 92 awareness programmes were conducted

iii. 93 conformit5r assessment bodies were assessed,

iv. 4O assessors were trained in the areas of inspection, testing, certification,
testing and medical laboratories.

In Financial Year 2018119 the following were achieved:

i. 28 New Conformity Assessment Bodies (CABs) accredited in housing,
health, food/meat, Abattoirs, enerry, transport and others sectors.

ii. 4 accreditation schemes developed and rolled out.

w

Figure 4.2.4-i: KENAS 10 years Anniversary

48 lPqge

f

:H "1
.,i

I

I

t\

I

)l i
.F
13

()



ag

Figure 4.2.4-1i: KENAS Celebration of 1O years with Parliamentary Departmental

Committee.

4.2.5 Development and enforcement of standards- KEBS

The program is for coordinating the development and enforcement of standards for

industrial products. This involvesdevelopment of Standards (Company, National,

and Regional& International), maintenance of Measurement Standards (Metrologr)

and technical support for multilateral and bilateral trade agreements.

In Financial Year 2Ol4 /15 the following were achieved:

i. The number of products certified under large firms was 6,069 issued to
large firms and 1,848 Standardizatton Mark permits were issued.

460 new standards were published, 772 standards were reviewed and 3O

new lirms were certilied on various ISO management systems.

Radiation Testing Laboratory and regional Laboratories and Offices in
Kisumu were completed

In Financial Year 2Ol5/16 the following were achieved:

i. 533 new standards were developed.

11.

iii.
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ii. Developed standard for e-learning tablets.

iii. Reviewed and maintained 1,292 standards.

iv. 2,296 permits were issued for SME products.

v. 7,427 permits were issued for products for large firms

vi. Laboratory upgrading project at KEBS Coast region, Mombasa Laboratory
and Lake- region Kisumu office is 9O o/o complete.

In Financial Year 2016117 the following were achieved:

i. 749 new standards were developed

ii. 2333permits were issued for SME products

iii. 8243permits were issued for products for large firms

iv. Laboratory upgrading project at KEBS Coast region, Mombasa Laboratory
and Lake- region Kisumu office were completed.

In Financial Year 2OL7 | 18 the following were achieved:

i. 794 new standards were developed

ii. Reviewed and maintained 999 standards for SME sector

iii. 2,659 permits were issued for SME products

iv. 9,076 permits were issued for products for large firms respectively.

v. Under metrologr, KEBS maintained 11 and published 2 Callbration and
Measurement Capability (CMC) lines in the BIPM key comparison
database.

In Financial Year 2Ol8l19 the following were achieved:

i. Quality Assurance (Product certification) - Products certified under large
firms stood at 10,266.

11. Quality Assurance (Product certification) - Products certified under
SMEs stood at 3,076.
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Figure 4.2.5-i: Torching on fire the confiscated Counter-feit Goods in MSA

Figure 4.2.5-1i: KEBS laboratory engineer inspecting product
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Figure 4.2.5-ii: KEBS laboratory for products quality control in South B, Nairobi.

4.2.6Protection of innovations and intellectual property - KIPI

The program is for promoting protection of innovations and intellectual property to

catalyzr- technological development in Kenya. This will increase ttre registration of
patents, utility models, industrial designs, and trademarks.

In Financial Year 2OL4l15 the following were achieved;

i. 271 patents and 3L44 trademarks were registered

In Financial Year 20l5l16 the following were achieved;

i. 4,083 trade marks (national) were registered

ii. New trademarks applications stood at4,831.

In Financial Year 20161 \7 the following were achieved;

i. 5,500 trade marks (national) were registered

ii. New trademarks applications stood 5OOO.

In Financial Year 2OL7l18 the following were achieved;

i. 5034 trade marks (national) were registered.
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ii. 457 applications were processed for patent utility models and industrial
designs.

In Financial Year 2OL8l19 the following were achieved;

i. 708 applications of patents, utility models and industrial designs processed
to completion.

ii. 4,81 1 trademarks processed.

#*
Figure 4.2.6-i: KIPI MD taking the PS Industrialization through the patenting
process

4.Z.TModernization of NMC Foundry plant and Machining &
Fabrication Workshop

The project involves refurbishment of foundry and CNC facility; enhancement of
R&D and reverse engineering capability; upgrading fabricating equipment; and

enhancement of automotive manufacturing capacity.

In Financial Year 20l4l15 the following were achieved;

i. A concept paper on development of the iron & steel sector was approved by
the Cabinet paving way for a Memorandum of Understanding (MoU)
between the Government of Kenya and a South Korean investor where the
investor was to partner with the Government of Kenya to develop integrated
steel mill among other projects.

ii. A stratery paper for promoting the sector has been developed and drafting
of Iron and Steel Blll2Ol2 was in progress
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iii. The process of finalizing consultancy services for feasibility study was
ongoing.

iv. Designed and developed 6.5HP and 9HP Mavuno water pumps,

v. Designed a hydraulic brick making machines for production of quality and
affordable bricks for the local market and designed &

vi. Developed a rice harvester to enhance the mechanization within the rice
sector in Kenya.

In Flnanclal Year 2OL5l16 the following were achieved;

i. Foundry plant 30 o/o complete.

ii. Fabrication of machh.ry, industrial spare parts and fittings.

iii. Manufacture of the cement grinding balls.

In Financlal Year 2OL6l17 there following were achieved;

i. 56 water pumps

ii. 184 MT of production castings

iii. 6,L46 transmission parts were developed

In Flnancial Year 2Ol7l18 there following were achieved;

i. 234 tonnes of castings

ii. 66,652 transmission parts were produced.

In Financial Year 20lal19 there following were achieved;

i. TOTons of Production castings

ii. 4O,OO0 transmission parts produced.

U'
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In pictorial:

Figure 4.2.7-i: Metals balls ready for use in foundry -

Figure 4.2.7-1il. Kenya power engineer at work- NMC produces transmission parts

for Kenya power transformers
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CHAPTER 5: CHALLENGES
5. Ovenriew

The industrial sector has continued to face a number of challenges which include;

inadequate financial resources; inadequate basic infrastructure facilities;

Counterfeit, Dumping and Substandard goods; unavailability of industrial land;

skills and capabilities in priority sectors; high cost and quality of enerry and high

operational cost; business environment (investor-friendly environment and

policies); limited access to financial services for industrial development, climate

change; limited access to markets; limited innovation & technologr development;

waste management and security.

5.1. Challenges

The challenges faced include:

5.1.1. Inadequate financial resources (budgetarysupport|

Inadequate budgetary allocation and budget cuts especially in development

projects has hampered the implementation and completion of the various projects

and programmes. Flagship projects and other programmes outlined in the plan

required substantial amount of resources to be implemented.

5.1.2. Inadequate basic infrastructure facilities

The implementation of industrial parks / SEZ program requires huge provision of

basic infrastructural facilities (including roads, power, and water) which are costly.

This is vital for attracting investments in SEZs to support industrialization and

encourage industrial dispersion.

5.1.3. Counterfeit, Dumping and Substandard goods
The counterfeit, sub-standard contraband and subsidized goods has continued to

impact negatively on ttre locally produced goods. Counterfeit trade has also

discouraged innovation efforts, reduced the government revenue base and some

of the counterfeit goods are a health- hazard to consumers.

5.1.4. Unavailability of Industrial land

The cost, availability and ownership of land are major constraintnot only

todomestic industrial investment but also to foreign direct investment inflows. The

rt
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industrial land has not been comprehensively zoned by national and county
governments.

5.1.5. Inadequate Skills and Capabilities in priority sectors

The Government has taken initiative to construct new technical training
institutions for vocational training. The training institutions lack adequate modern

equipment for training resulting to skills gap necessary for industrial development.

In addition, there is a mismatch between available technical skills and market
demands due to poor linkages between training institutions and the industry.

5.1.6. High cost and quality of energ:f and operations

Unreliable and high cost of enerS/ for industrial enterprises and MSMEs; high cost
of labour and transport make the production costly lowering the competitiveness

of the products in world market. Low labour productivity in the manufacturing
sector translates to high unit labour costs - the labour cost required to produce a

standard unit of output.

5.L.7. Unfavorable Business Environment

Attraction of foreign direct and domestic investments in the country has been

hampgred by the unfavorable business environment. Although there has been

remarkable progress in the World Bank Doing Business rankings, more effort is
still needed to achieve the top 50 within the next plan period.

5.1.8. LimitedAccess to financial senrices for industrial
development

Access to affordable long-term financing for industrial enterprises and MSMEs has
remained a challenge to MSMEs inhibiting their production and technotogical

expansion. This constrains competitiveness and growth of the manufacturing
sector.

5.1.9. Climate Change

Climate change is one of the most serious global challenges of our time. Recurring

drought and reduction in rainfall amount received leads to low supply of
agricultural raw materials for processing and value addition. Increase in Green

House Gas (GHG) emissions from the enerry, transport, manufacturing,
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agriculture and mining sectors, will increase the climate change and global

warming effects on human population, agricultural and livestock production.

5.1.10. Limited Market Access

Most of Kenya's manufactured products are facing stiff competition in the local,

regional and global market due to high cost of production (high enerry costs,

inefficient production methods, inadequate and inefficient road, port and rail
infrastructure systems, slow movement of cargo), non-compliance to international
standards and non-tariff and imports of second-hand clothes, shoes and

handbags. Stringent and non-uniform application of rules of origin coupled with
the non-observance of various protocols and treaties within the regional trading
blocs has been a great challenge.

5.1.11. Innovation and Technology Development

Low technologr utilization, low levels of innovation and use of outdated production

systems has led to low productivity and competitiveness in the manufacturing

sector. There are weak linkages between the technolory and research institutions
and the industry players. Low funding for R&D has also contributed to poor

adoption of new technologies by the MSMEs.

5.1.L2. Export base and Value Addition

Kenya still exports primary, semi processed and a limited range of products due to

limited technological capability and information on international markets

opportunities. This is as a result of limited scope for product diversification and

expansion of export base. Over-reliance on the few traditional export products and

markets has, over the years, led to low export earnings.

5.1.13. Waste Management

Investing into enterprises that are not using environmentally sound technologies

and practices have led to increased levels of environmental degradation.

5.1.14. Security

The perception of insecurity and threat of terrorism has led to investors shying

away from investing in certain areas of the country including those with rich

resource endowment. In addition, the threat of terrorism has forced manufacturers
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to hire extra security, install CCTVs, and other security devices and this has

increased their operation costs. This has negatively impacted on local and foreign

direct investments creating inequity in the distribution of industrial investments

l

l

l

I

l

59 lPoge



CHAPTER 6. CONCLUSION

The Sector is very key in contributing to economic growth and the achievement

of targets set under the Medium-Term Plan (MTP) III 2Ol8 - 2022 and Big 4
Agenda. Manufacturing sector's contribution to GDP over the last five years has

been ona downward trend. In 2013, the sector contributed lO.7Vo to GDP but
this has declined progressively to 7.7o/o as at 2018. The sector's output has been

increasing but not as fast as the other sectors over the period on review.

In terms of resources allocation, the sector has consistently been allocated an

average of L.4oh share of the overall budget despite the expanded mandate of

delivering on the manufacturing pillar of the Big Four agenda..The implication

of the funding short falls in budgetary is that it will negatively impact on the

capacity of the Ministry to deliver on its mandate. Specifically, this entails;

i. Delay in achieving the targets under the Big Four Agenda for

manufacturingsector(contribution to the GDP growth and employment

creation).

ii. Delayed projects completion.

iii. Increased project costs due to costs associated with delays and penalties.

The declining trend in resource allocation can be addressed through adequate

funding to complete on-going projects. While the Ministry has intensified

resource mobilization and engagement with the private sector /development
partners to support industrial programmes, the Parliament and National

Treasury is expected to increase the percentage allocation to at least 5.Oo/o of the

GDP during the next FY 2O2O l2I and medium term period to enable the Ministry

achieve the planned targets under the Vision 2O3O and Big Four Plan.

To ensure that the Sector plays its role in enhancing sustainable productivity

and creation of employment opportunities through implementation of planned

projects the following are recommended:
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1. The Government to enhance security in order to boost confidence, protect

businesses and create enabling environment to attract d potential

investors which are key drivers of programmes within the Sector

2. Provide budget/resources to ensure adequate stafling in the technical

departments and improve capacity of existing staff to enhance service

delivery in the Sector

3. Support continuous research, development and innovation for effective

and efficient delivery of services

4. Undertake continuous reforms in business processes such as

simplification of business registration, tax administration and labour
laws to improve business and investment environment.

5. Strengthen the Inter-Governmental Relations Framework to enhance

mutual relations on the basis of consultation and collaboration between

the two levels of Government (National and Counties) to hasten the

proj ect implementation.

6. Strengthen institutions dealing with counterfeit, contraband and sub-

standard goods to protect the manufacturing sector

7. Embrace alternative sources of financing e.g. provision of sovereign

guarantees for mega projects and Public Private Partnerships (PPPs.
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1. INTRODTJCTION

The State Department for Trade was established through Executive Order No. 1

/2016 with the following mandate: Trade Policy, Buy Kenya Policy, Promotion

of Wholesale and Retail Markets, Export Promotion, Fair Trade Practices,

Coordination of Regional Trade Matters (COMESA, AGOA, IORA & IGAD), Trade

Negotiations Services and Advisory Services and Enforcement of International
Trade Laws, Regulations and Agreements.

Trade is a major contributor to the country's economic growth and development.

It creates a means through which goods and services move from producers to

the final consumer. Moreover, trade creates employment opportunities in the

informal, retail, wholesale and export sub-sectors thus contributing to poverty

reduction. The sector also promotes Medium Small and Micro Enterprises

(MSMEs) by training and linking them to large exporters to enable them
participle in export trade. The Sector collaborates with all stakeholders to

strengthen its overall performance and contribute to the growth prospects as

outlined in the Vision 2O3O. This is achieved through strengthening of strategic

partnerships both at local, regional and multilateral levels.

To broaden Kenya's export market base, the Sector provides leadership in
negotiating for increased market access for Kenyan goods and services as well

as showcasing Kenya's export potential through export promotion activities.

The State Department for Trade has undertaken various activities during the

FY2016l 17 in the realization of its mandate as indicated in this report.

2. INTERNATIONAL TRADE

he State Department for Trade is responsible for the management of Kenya's

international trade relations and the promotion and protection of its interests

Toverseas to contribute to the country's development objectives. The department

executes this mandate through:-
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i) Formulation, Implementation, Coordination, Monitoring and Reviewing of
international trade policies;

ii) Formulation and Implementation of Export Strategr;

iii) Promotion of Bilateral, Regional and Multilateral trade relations;

iv) Coordination of Kenya's participation in Multilateral and International trade
negotiations;

v) Undertaking Policy analysis and Research on Economic and International
Trade issues;

vi) Promoting inflow of investments;

vii)Coordination of inward and outward trade and investment missions;

viii) Co-ordination matters concerning, WTO, UNCTAD, ITC and other ITOs

including negotiations and implementation of the relevant trade related

decisions emanating from ITOs ;

ix) Dissemination of relevant business information to the business community;
x) co-ordination of regional trade matters: EAC, coMESA, EAC-EU, AGOA,

ACP-EU, IORA and IGAD among others;

xi) Protection of domestic producers/industry from unfair trade practices; and

xii)Coordination of Dispute Settlement matters arising from Multilateral,
Regional and Bilateral trade.

During the FY2O L6/ 17, the Department achieved the following:-

2.1 Bilateral Trade and Investment

Through various bilateral engagements, the department held discussions

through Joint Trade Committees, Joint Commissions for cooperation, meetings

with Ambassadors/High Commissioners representing foreign countries in
Nairobi, country briefings and ministerial exchange visits, all aimed at
facilitating the flow of trade. This was realized through:-

64 lPoge



2.1.L In-bound Trade and Investment Fora

The department organized in-bound business Fora which took place on the side-

lines of visiting Heads of State and other dignitaries, including Ministers. The

following business fora were organized:-

i) Kenya - South Korea Business Forum: The two chambers of commerce

signed an agreement to promote private sector partnership. The Government

of South Korea committed to opening up their market to Kenyan products

e.g. flowers.

ii) Kenya - Ethiopia Business Forum: The forum was held in May 2016.

During the forum, Ethiopia committed to improve on cross-border trade and

the implementation of the Special Status Agreement (SSA).

iii) Kenya - India Business Forum: The Prime Minister of India committed to

support Kenya with cancer screening equipment to be installed at Kenyatta

National Hospital.

iv) Kenya - South Africa Business Forum: The forum was held in October

2016. During the forum and the Senior Officials meeting, South Africa agreed

to open the market for Kenyan tea to be sold in their various stores.

Additionally, South Africa requested to be provided with information on

available investment opportunities in Kenya and in return, will reciprocate

by providing the same to Kenyan business fraternity. This was implemented

and South Africa is working out on modalities on how to invest in priority

areas.

v) Kenya - Saudi Arabia business forum: The forum was held in April 2OI7

where Kingdom Paints Company of Saudi Arabia signed an MOU with Akkad

Systems of Kenya to distribute Saudi Arabian paints in Kenya.

vi) Kenya - Qatar business forum: The forum was held in April 2017. During

the forum Dahabshil Ltd, of Kenya signed an MOU with Aladah Foreign

Exchange Works of Qatar for Foreign Currency exchange.

aa
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2.1.2 Out-bound Trade and Investment Fora

The State Department for Trade organized out-bound trade and investment

fora which took place on the side-lines of Presidential/State visits by H.E. the

President of the Republic of Kenya. These included:-

i) Israel - Kenya Trade & Investment Forum: The fora was held in February

2016 in Tel Aviv, Israel and attended by 80 business people including 15 from
Kenya. Israel expressed desire to import Kenyan horticulture.

i0 France - Kenya Investment Roundtable: The forum was held in Paris,

France on Sft April 2016 where French business people expressed the desire

to import tea and horticulture from Kenya.

iii) Germany-Kenya Investment Forum: It was held in Berlin in April 2Ot6.

German companies expressed interest to invest in green enerS/, importation

of coffee, tea and horticulture from Kenya. It is also during this forum that
German government agreed to support Kenya in establishing vocational

training centres.

iv) India - Kenya Business Forum: It was held in January 2Ol7 in New Delhi,

India and Kenya participated in Gujarat Business Conference. During the

bilateral meeting, India agreed to import Kenya pulses and a draft agreement

on the same has been developed and sent to India for consideration.

2,t.3 Bilateral Meetings

In order to enhance bilateral trade, the department engaged in several

meetings with trading partners, arnong them:-

i) Ken5ra - T,am'bia Bilateral meeti.g: The meeting aimed at resolving the

long standing Non-Tariff Barriers affecting trade in UHT milk and palm

oil. The meeting agreed on a verification mission to be conducted in

Kenya to resolve the NTB affecting trade in palm oil.

ii) Bilateral Meeting between Kenya and Jordan: The meeting was held

in December 2016 in Jordan and attended by the Principal Secretary for

Trade, Dr. Chris Kiptoo, and his counterpart Eng. Yarub Quday,

Minister for Industry & Trade. The meeting noted that trade between
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the two countries was still low and there was need to moot strategies

of increasing it. It was agreed that after signing of a bilateral trade

agreement, a Joint Trade Committee and a Joint Business council be

established. The Principal Secretary for Trade invited Jordanian

delegation to visit the country and consider engaging in joint ventures

and investments with Kenyan counterparts. The Jordan Minister for

Trade & Industry informed the Principal Secretary that the

Government of the Hashemite Kingdom of Jordan was to open an

Embassy in Nairobi in December 2016 and encouraged the

Government of Kenya likewise to open an Embassy in Amman,

Jordan.

IYg. I: Kenya -Jodan Bilateral I?ade Meting
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iii) Kenya-Egypt Bilateral Meeting: The meeting was held in December

2016. The two sides signed agreed minutes of the Joint Trade

Committee (JTC) meeting which highlighted areas of cooperation in
investments, customs, agriculture, standardization and, small and

medium enterprises. The two sides also agreed to hold a meeting of

Joint Business council by the two chambers of commerce and

Industry.

Ib. 2: Official openhg ofJoint I?ade hmmitte m@t@ in blpt in
Dwmber 2016
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Fig. 3: Excha4ge of dgreed Minutes between PS Trade Dr. Chris Kiptoo and IMrs
Azza Mohamed, Undersecrctary and Head. of Central Depatfinent for Ttade
dgreements, Minisfiry of Trade andlndrtshry inJordan.

iv) Bilateral Meeting between Kenya and Jordan: The meeting was held in April
2017. The two sides signed agreed minutes of the JTC meeting and agreed

that there was need to work together towards increasing trade and

investment flows between Kenya and Jordan. They also agreed to cooperate

in exchange of information, experience and expertise in various sectors that
including Special Economic Zones, Customs, Industrial Technologr,

Standards, Development of Micro, Small and Medium Enterprise (MSMEs),

Agriculture, Mining, and Air transport among others.
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Jordan presented a draft Free Trade Agreement and several drafts
Memoranda of Understanding for Kenya to consider.

F'tg. 4: Dehberutrons during the Joint Trade Committee (fTC) meeting rn Jordan-
April 201,7
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Fig. 5: Initialing of Agreed Minutes of JTC PS Dr. Chris Kiptoo and Mr.
Yousef Al Shamali, General Secretary, Ministry of Industry, Trade and
Supply in Jordan

v) Bilateral Meeting between Kenya and Israel: The meeting was held in April

2017. The two Countries signed agreed minutes of the JTC meeting and

emphasized their mutual interest to further continue development of

the Kenyan-Israel bilateral relations in sectors of economy, trade,

agriculture, energ/, digital technologr, tourism, health, standards, maritime,

customs, environment protection, water resource management, urban

development and smart cities. This is aimed at achieving their expected

potential through continuous economic cooperation, trade and export

development while at the same time identifying and removing trade barriers.

Fig. G:Dehberuttorts during theJoint Trade Committee ()TC) meeting inJerusalem
in Israe1 in April 2077
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vi) Participation in International Trade Fairs

The Department participated in International Trade Fairs in Gaborone-

Botswana, Kampala-Uganda and Fruit Logistica in Germany. The Fairs offered a

platform for showcasing the country's products as well as interacting with both
present and potential buyers. Participation in the Fairs led to numerous

inquiries, some of which have translated into orders.

2.2 Regionallntegration

2.2.L East African Community

The East African Community (EAC) is one of the fastest growing integration

arrangements in Africa. The EAC has made remarkable progress since the

signing of the Treaty establishing EAC that came into force on 7ft July 2000.The

Treaty made provision for four pillars of integration for a full-fledged Community.

The first stage of integration was a Customs Union followed by a Common

Market. The realiz-atton of a Monetary Union is in progress. The EAC Customs

Union protocol provides for zero internal tariffs and a common external tariff

,came into operation in 2005, and became fully fledged in2010 following the end

of a five-year transitional period. The Common Market protocol provides for
the free movement of persons, senrices, capital labor and the right of
residence and established came into force in 2OO7.

Table 1: Kenya Trade Statistics with EAC (Kshs.f l20l2 - 2OL6l

152,91O,777,29r 30,97 L,782,992 122,O38,994,3O9

141,637,4L9,777 28,83L,946,97O 112,8o5,471,9o7

145,927,411,660 37,872,130,863 108,055,280,797

L43,847 ,6A1,2O2 40,213,357,371 1o3,634,243,931

138,O29,939,101 32,94O,683,938 105,088,155,164
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Source: DPC/ CBIK

The table above indicates that for the period 2OI2 - 2016, Kenya continued to

dominate intra-EAC trade, accounting for about 33.4 percent of total intra-EAC

trade while Uganda and Tanzania accounted for 27.7 percent and 23.7 percent

of the total intra-EAC trade respectively. The composition of intra-EAC trade was

mainly dominated by agricultural commodities namely; coffee, tea, tobacco,

cotton, rice, maize, and wheat flour and manufactured goods such as cement,

petroleum products, textiles, sugar, confectioflery, beer, salt, vegetable fats and

oils, iron and steel, paper, plastics, and pharmaceutical products as in previous

years.

On the other hand, EAC Partner States imports from third countries consisted

of industrial products namely; cement, petroleum products, sugar,

confectioflery, vegetable fats and oils; iron and steel; paper, plastics,

pharmaceutical products, inorganic chemical compounds, fertilizers, and

agricultural products such as cereals (rice, maize, wheat flour).Though intra-
EAC trade has slowed down in the past five years, Uganda continues to remain

an important export destination for Kenyan exports with goods worthy Kshs. 60

Billion exported to Ugandain2Ol5 as compared to goods worthy Kshs. 33 Billion
exported toTanzania. Goods worthy Kshs. 17 Billion and 6 Billion were exported

to Rwanda and Burundi respectively. (2016 figures are available)

il Achievements Realized Under the EAC Integration

a) Online Reporting System of Non-Tariff Barriers (NTBs)

The NTB online reporting system is available on www.meac.qo.ke using multiple
platforms including simplified SMS code. The system was installed in Kenya

with support from Trade Mark East Africa. All EAC Partner States have function

a National Monitoring Committee (NMC) which hold quarterly meeting to
deliberate on the outstanding NTBs, with the aim of resolving them. The NMC
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reports are tabled at the Regional NTB Forums for guidance.

It is anticipated that once the online NTB reporting system -is commissioned it
will play an integral part in eliminating NTBs. The system is designed to inform

the existence of NTBs on real time. One hundred and sixteen (116) NTBS have

been resolved cumulatively since 2OO9.

b) Monitoring NTBs on the Northern Corridor
The NMC continuously monitors and evaluates its performance in terms of traffic

flow, efficiency at weighbridges, number of road blocks and police checks. In
February and March, 2OI7, a team of key ministry experts undertook physical

monitoring of NTBs along the Northern Corridor. The team visited major border

points in Kenya, Namanga, Malaba, Busia, Isebania, Taveta and Lunga-Lunga.

The team interacted with government officials /agencies, business community

and Micro and Small Enterprises (MSMEs) at the Kenya Borders to appreciate

and address challenges that affect their daily activities.

cf Enhancement of Security on the Northern Corridor
Kenya has enhanced security along the Northern Corridor. The Border

Management Committee on Security which was launched at the Mombasa Port

in July, 2016 has created synerry of stakeholders and enhancement of joint
operations among agencies domiciled in the Port to eliminate cargo

disappearance. Additionally, the Police Unit in charge of patrolling the highways

including the Northern Corridor has been overhauled and re-tooled to combat

cargo disappearance and other malpractices along Kenya international trunks.

d) One Stop Border Posts (OSBPsf

Kenya, through development partners has constructed six (6) OSBPs at Lunga

Lunga, Taveta, Namanga, Isebania, Busia and Malaba. The NMC has

continuously received progress reports on construction of the facilities.

Currently, Taveta OSBP is fully operational while Namanga OSBP has been

completed and agencies have moved into the facility; however it is not yet

operational - due to some technical issues inciuding cross border connectivity.

It's expected to be fully operational by the end of 2017.
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Construction of Isebania and Lunga Lunga OSBPs is complete and Kenya border
agencies are operating in the facilities. However, due to technical issues

including connectivit5r and water supply, the facilities are not operating
according to the OSBP concept.

e) Status Report on the Implementation of the EAC- Common Market
In an effort to expedite implementation of the EAC Common Market Protocol

provisions, the EAC Secretariat in collaboration with TradeMark East Africa and
the World Bank Group developed the EAC Common Market Scorecard. The first
CMS 2Ol4 report was officially launched in December, 2OI4 in Arusha,
Tanzania, and validated in Kenya in February,2015 followed by the second EAC

CMS 2016 report which was officially launched in 2076 in Kampala, Uganda. As

of December 2OL6, Kenya, Uganda and Rwanda had ratified the EAC-DTA

(Double Taxation Agreement) Model and deposited instruments of ratification to
the EAC Secretary General. The United Republic of Tanzania and the Republic

of Burundi are yet to ratify the EAC- DTA model.

Kenya has undertaken the following:-

i) Assented to the EAC Elimination of Non-Tariff Barriers Act, 2015, and
ratified in March,2OlT;

ii) Approved a road map for launching the Derivatives Market Exchange in
December 2016;

iii) Signed EPA with EU on 1st September,2016 and subsequently ratified the

Agreement;

iv) Operationalized the Single Window System in the areas of Import
Declaration Forms and pre- export verification of conformity, December,

2016;

v) Developed a Framework for the regional Authorised Economic Operators

(AEO) that entails recruiting more AEO members and enrolling them for
the EAC Consultative meetings, December, 2076;
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vi) Operationalized the New EAC RoO, December,2016;

vii)Review the EAC CET and the RoO has commenced at the Regional and
National level. Kenya has already constituted a National Task Force and
engaged a consultant to review the CET and thereafter the Rules of Origin.
The timeframe for National consultations and developing a national
position on the CET review has been set up to December 2OlT;

viii)Legislated removal of Import Declaration Forms fees and the Railway

Development kvy for Partner States under the Miscellaneous Fees and
Levies Act 2076;

ix) operationalized Mutual Recognition of Transit Licenses, 2016;

x) Initiated the Exchange of Information on Fraud and Tax Evasion with
Partner States in 2076;

xi) The Kenya Companies Act 2075 that had been noted as a restriction to
other Partner States by requiring 3O% of shareholding held by Kenyan

Citizens pursuant to Section 975(2) of the Companies Act has been

amended;

xii)Developed, the Draft Harmonization Policy on the Approximation of Laws

in October,2016;

xiii) Rolled out the one year online Temporary Permit Travel Document;

xiv) Moved the l,ead Agency in Border Controls from Immigration to KRA;

xv)Developed and operationalized the National Labour Information System

(LMIS) to link jobseekers to employment opportunities. This however

awaits official launch;

xvi) Initiated the Development of the EAC Common Market Scorecard on

the Free Movement of Labour, and,

xvii) Removed the Restriction on citizens of the EAC Partner States

investing in the Insurance Companies and Insurance brokerage firms that
required at least one-third of the controlling interest in an insurance

company registered in Kenya must at all times be held by citizens of Kenya.

lt
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During the EAC CMP negotiations, Partner States made commitments to

liberalize in the following seven(7) Services Sectors, to enable service suppliers

to freely move within the region and provide their services:- Business,

Communication, Distribution, Education, Financial, Tourism and Travel and

Transport. Below is a table showing the commitments made by the five

Partner States:

Table 2: Number of senzices sub-sectors committed by EAC Partner

States (Annex V of the EAC CMPI

Work is ongoing to resolve some errors that were made during the negotiations

that have negatively impacted on movement of some service suppliers as well as

Partner States making dear commitments to facilitate a larger group of service

suppliers to move within the region.

0 Challenges liaced in implementation of the EAC Customs Union and the

Common Market
The implementation of the Customs Union and Common Union has been

faced challenges:-

i) Imposition of frequent Non-Tariff Barriers by Partner States;

31 t5 32 7 32

6 16 21 18 20

4 2 43 3

4 4 5 4 5

9 L2 T6 t7 12

4 4 44 3

16 8 22 22

73 61 LO4 61 99
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ii) Distortion of the CET due to existence of exemption schemes such Stays
of Application, DuW Remission Schemes, exemption lists (Burundi,
Rwanda and Uganda);

iii) Restrictive Rules of Origin for a few products (Edible oil, salt etc.);

iv) Poorly structured CET (Mixing intermediate and final products or basic
raw material and intermediate product in same tariff band;)

v) Non-commitment by some Partner States on recognition of Commitments
made under Schedule IV, on the Free Movement of Services, where PS had
committed to open up by December, 2015, especially in the area of
Professional Service Suppliers. In addition to this, some PS do not
tecognizn Mutual Recognition Agreements (MRAs) signed amongst
themselves to facilitate the Free Movement of professionals.

2.2.2 common Market for East and southern Africa (coMEsAl

The Common Market for Eastern and Southern Africa (COMESA) was established
in 1994.It has 19 Member States, and is a functioning Free Trade Area since 1

November 2OO0. A Customs Union was launched on 7 June 2OO9, with a three-
year transition period. With a total population of over 441 million people, and a
combined GDP of about $+++ billion, COMESA offers a large market for trade
and investment.

The vision of COMESA is to be a fully integrated and internationally competitive
region, with improved living standards for the people, and a region that is fully
part of the continental integration process. Several achievements have been

made for a deeper level of economic integration particularly with the launch of
the Customs Union on 7 June 2OO9. There has been an increase in intra-
COMESA trade since the year 2000. Programs for establishing the Common

Market are on-going particularly in the areas of services liberalization;
agriculture; elimination of non-tariff barriers; trade facilitation; market
information; visa relaxation; energ/; peace and security; formulation and
implementation of a regional industrial policy; formulation and implementation
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of a regional intellectual property policy; as well as programs for harnessing

science and technologr and the Tripartite Free Trade Agreement.

Areas of negotiating interest include issues on sugar safeguards, and the

Regional Integration Support Mechanism (RISM).

2.2.L.1 Kenya's Sugar Safeguard

At the commencement of the implementation of the COMESA Free Trade Area in

the year 2OOO, Kenya sought and was granted in 2OO2 a sugar safeguard as the

sugar sector in Kenya was not able to compete with sugar from other COMESA

member states. This safeguard has been extended several times since the first

one in 2OO2. Through Directive No. I of 2OO7, Kenya was expected to do a

number of things which would turn around the sugar sector and make it
competitive. These includes privatizing state owned mills, conducting research

into new and high sucrose content sugar cane varieties and adopting them,

paying farmers on the basis of sucrose content instead of weight, maintaining

the safeguard as a tariff rate quota with the quota increasing while the above

quota tariff reducing until it reaches OVo, and maintaining and providing

infrastructure including roads and bridges in the sugar growing areas.

The Government agency responsible for privatization has undertaken verifiable

steps on privatization of the remaining public owned Mills. Research of early

maturing, high yielding resistant to pest and disease cane varieties is progressing

well. A total of 2l improved sugarcane varieties were released during the period

2OO2 - 2Ol4 and several clones are undergoing evaluation.

The sugar industry has already partially changed the cane pricing formula from

one based on cane weight to one derived from the expected cane quality and

factory extraction expressed or denoted by the TC/TS ratio.

This formula links the price of cane to that of sugar and infuses a quality

parameter through cane recovery.
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In order to reduce the cost of production the Government has provided over Kshs.
2 billion to the sugar industry in the forms of grants for road infrastructure
development during the safeguard period. The primary objective of the safeguard
is to accord Kenyan sugar producers, namely farmers and millers, protection for
some time. Over this period farmers and millers, in collaboration with
Government and other stakeholders, were expected to address the constraints of
non-competitiveness of the sector. Thus domestic production of sugar has
increased over the years.

Despite the gains made by the industry during the period of protection a critical
evaluation shows that it is still unable to compete on equal terms due to in build
structural weaknesses such as; highly fragmented land tenure systems (0.a ha
per farmer); longer cane maturity period since they are grown in high altitude;
reliance on rain fed conditions; delays in privatizationdue to court cases; difficult
in shifting to sucrose based payments as it requires at least two years to be fully
implemented. Kenya has continued to update the Council on the
implementation of the safeguard.

In view of the above, during the Madagascar COMESA Heads of State and
Summit held on 18-19 October 2016, Kenya sought and was granted a sugar
safeguard extension for two years starting February 2017. Kenya is expected to
improve her sugar sector and as such required to be providing bi annual sugar
performance reports in addition to allocating the sugar quotas to COMESA
Member States.

Impact of the Safeguard on the Kenya Sugar Sector
The safeguard granted to Kenya was intended to shield the Kenyan sugar sector
from competition arising from lower cost COMESA sugar producers. During the
period of the safeguard, Kenyan stakeholders were expected to implement
measures that would raise the sector's competitiveness. The safeguard would
ensure that consumers of sugar in Kenya are not disadvantaged, and denied the
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benefits of integration and liberalization brought about by the COMESA Free

Trade Area. It was also expected that COMESA countries with export interest in

the Kenyan market would not, on the whole, be disadvantaged by the protection

arising from the safeguard, and that if the safeguard materially impaired any

exporting country's market access; such country would be adequately

compensated.

Tabte 3: Sugar production, consumption, imports and exports (2OO6- 2()151,

in Metric Tonnes

In the year 2015, Kenya produced a total of 635,674 tons of sugar compared to

502,000 tons in 2OO4. The area under cane cultivation has since increase to

stand at223,605 Ha as at 2015 compared to 131,507 Ha in 2OO4. This is a clear

indication that farmers and millers are confident due to stability created by the

Safeguard.
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230,011520,404

2r8,607517,667
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Challenges

Some of the challenges include;

a) Slowed down of the ongoing reforms in the agricultural sector in Kenya

which is aimed at aligning all functions to the constitution;
b) Privatization consultative process has taken time due to court cases;

c) Low uptake of new cane varieties by farmers;

d) Slow pace of diversification by sugar millers which is largely attributed to
prohibitive FiTs for co-generated power, and,

e) High cost of equipment, testing facilities and the long lead time required to
implement cane payment based on quality.

2.2.I.2 COMESA RIIP FUND

COMESA Fund is established under Article 150 of the COMESA Treaty which
gives the COMESA Council of Ministers the powers to establish a special Fund
for Cooperation, Compensation and Development for tackling the special
problems of underdeveloped areas and other disadvantages arising from the
integration process. The establishment of the Fund is anchored on the provisions

of Article 6O of the Treaty which states that "the Council shatt determine what
remedial steps shall be taken with respect to a Member State uthich has suffered.

substantfal loss of reuenue from import duties" as a result of the application of
cooperation on trade liberalization and development among COMESA countries.
The COMESA Council of Ministers adopted the Fund Protocol in 2OO2.

The Fund delivers support through two instruments established under the
coMESA Fund Protocol namely; COMESA Adjustment Facility (cAF); and
COMESA Infrastructure Fund (CIF). The objective of the CAF is to provide

adjustment support for countries as they implement the COMESA regional

integration programmes. CAF is operationalized through the Regional Integration
Support Mechanism (RISM). This is a mechanism for delivering financial
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resources or performance based incentives (and technical assistance) in support

of regional integration, helping Member States to achieve their regional

commitments. Once the funds have been availed, COMESA Secretariat launches

Calls for Submissions asking Member States to submit proposals bidding for

funding as per their nominal indicative allocations. The indicative allocations are

based on a number of factors including the Member states contribution to the

Fund.

1. Fananclng Agreement
(e.8., COMESA-EU

Contrlbutlon Agreement)

in response to on
or before deadline (deadline: 90 days

IIg.7: RISM prccess

Kenya's Participation in RISM

Six calls for submissions have been launched from the time the CAF became fully

operational. The First call was launched in 20O8 and the Second call was launched

rn 2O10. Only Rwanda and Burundi were eligible based on actual revenue losses

from trade llberaliza[ion. In July 2O12 a RISM rider was introduced taking into

consideration Member States facing emerging adjustment challenges during

implementation of their regional integration commitments. Specifically, challenges

related to the COMESA and EAC integration agenda based on the new framework

provided by the revised CAF Operational Regulations. Thereafter, COMESA
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Secretariat made the 3'd, 4ft and Sti, Calls and most recenfly in April, 2OtS the 6u,

Call for submission. The RISM rider made Kenya eligible for support a.1.d a National
Inter-Ministerial Coordinating Committee (NIMCC) was constituted and under the
chairmanship of the COMESA Fund Focal Point. The Committee brings together
public and private institutions that are implementing commitments under
COMESA and EAC. The NIMCC has developed proposals for consideration under
the 3'd, 4th, sth and 6ft Calls for Submissions. The proposals were approved and
three tranches of resources; Euros r,764,s4s, Euros 2,46g,g6s and Euros
1,884,913 have already been disbursed. The Committee developed another
proposal under the 6u'Call and submitted it to COMESA Secretariat by 29thJuly,
2015. The proposal targets Euros 1,921,864 additional grant resources for Kenya.

State Department for Trade has since the start of the programme received the
following amounts:2014/15 - Kshs 26,200,000;2ols/16 - Kshs 10,14s,25o;
2076/17 - Kshs 1o,0oo,ooo and 2olr /LB - Kshs 25,ooo,oo0. The
Department will continue to implement the program as expected so that it
continues to benefit from the COMESA funds in terms of budgetary support.

Outstanding NTBS within COMESA

Zarnbia has been denying Kenya market access for Kenya's Palm based cooking
oil and UHT Milk NTBs which has span for over 15 years. However during a
bilateral meeting held in Lusaka in March 2Ol7 and headed by the principal

Secretary, Dr. Chris Kiptoo, CBS, it was agreed thatZambia visits Kenya with a
view to resolving these two NTBs. The Department has since written to Zambia
proposing the visit dates. The verification mission team wilt also include
businessmen so that the two sides can network and exchange programs.

2.2.3 COMESA-EAC-SADC Tripartite FTA (TF.TAI

The Tripartite Free Trade Area Agreement (TFTA), bringing together member and
partner states of the Common Market for Eastern and Southern Africa
(COMESA), the East African Community (EAC) and the Southern African
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Development Community (SADC) was signed in Sharm-e1-Sheikh, Egrpt on 10ft

June 2Ol5 by representatives of the 26 countries covered by Tripartite. The 26

countries represent 48 percent of the African Union membership, 51 percent of

continental GDP and a combined population of 632 million. If the TFTA

countries were one country, it would be the thirteenth largest economy in the

world.

Progress in TFTA Negotiations

Member States that are not in FTAs were supposed to exchange Tariff Offers and

negotiate. EAC (Kenya) is meant to exchange and negotiate tariff offers with

SACU (Botswana, Namibia, Lesotho, Swaziland and South Africa) and Angola,

Ethiopia, Eritrea andMozambique, Erypt (for Tanzania). Member States that are

already in an FTA are not supposed to exchange tariff offers because of the aquie

principle. The Council of Ministers has agreed on modalities to liberalise

between 60 percent - 85 percent within a phase down period of 5-8 years.

EAC and SACU have held seven bilateral negotiation meetings to exchange and

negotiate tariff offers. EAC and SACU have agreed to liberalise 60 percent of the

tariff lines immediately the TFTA enters into force.

Negotiations are however on going in terms of the products to be included in the

bracket of the 60 percent. Negotiations are also underway on liberalisation of the

remaining 25 percent. Both sides have agreed a phase down period of 5 years for

the majority of products and maintain 8 years for a few tariff lines which both

sides will identify. EAC rejected the initial SACU's offer since it excluded most of

the products, mainly agricultural products, where EAC has comparative

advantage and export interest into the SACU market. EAC therefore presented a

list of those products for SACU's consideration. Similarly, SACU also submitted

a list of products for EAC to consider liberalising immediately the agreement

enters into force.
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EAC (Tanzania) and Erypt are close to finalizing tariff offers negotiations. EAC
has also prepared tariff offers to the other countries that are to negotiate with,
namely; Ethiopia, Eritrea, Angola, and Mozambique, and DRC, though DRC has
commenced accession to COMESA FTA with a three year phasedown period to
fully accede, which will be the basis for TFTA liberalisation. Exchange of tariff
offers and negotiations with these other Member States are yet to start since they
have not finalized their tariff offers, thereby making the liberalisation process
very slow. Outstanding work still remains in the following areas: - Rules of
Origin, Trade Remedies, Phase II Negotiations Issues, Industrial Development
Pillar and Infrastructure Development pillar.

2.2.4 continental Free Trade Area (cFTAl Negotiations

In January 2012, the Assembly of Heads of State and Government of the African
Union (AU) took decisions to enhance intra-African trade and set a continental
agenda for the 21st century. Key among them was the endorsement of an Action
Plan for Boosting Intra-African Trade and the agreement on a roadmap to
establish a Continental Free Trade Area (CFTA) by 2OI7. Intra-African trade is
an important engine for development, economic growth and integration.

As such, the Heads of State and Government have an objective to increase intra-
African trade from the current rate of 10 - 12 percent to 20-25 percent in the
next decade to drive the development of the continent.

The CFTA negotiations were launched by the Assembly of Heads of State and
Government of the African Union, during its 25ft Ordinary Session of the
Assembly that took place in Johannesburg in June 2015. During the meeting,
the Assembly adopted an Indicative Roadmap for the negotiations and
establishment of a Free Trade Area by December 2OIZ.

The negotiations will be conducted in two phases, with the first covering separate
agreements on Trade in Goods and Trade in Services. It is envisaged that this
phase will be completed by December 2017 with the establishment of the
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Continental Free Trade Area. The second phase will begin after the establishment

of the Free Trade Area and will cover Investment, Intellectual Property Rights

and Competition Policy.

Negotiating Institutions

The negotiations are done under the following institutional framework:-

i) High Level African Trade Committee of Heads of State (HATC)

ii) African Union Ministers of Trade (AMOT)

iii) Senior Trade Official ((STO) comprising of PrincipallPermanent Secretaries

iv) CFTA Negotiating Forum (comprising the Chief Negotiators from AU Member

States)

v) Technical Working Groups comprising of technical experts from member

States and provide Technical input into the negotiations.

Progress made in CFTA Negotiations

The following key milestones have been achieved through the engagement of the

organ of the African Union Ministers of Trade (AMOT):-

i) May 2016 - Adoption of Rules of Procedure for the Negotiating Institutions

ii) May 2016 - Adoption of Definitions of the Principles Guiding the Negotiations

namely; CFTA negotiations shall be member state/Regional Economic

Community (RECs) Customs Territory driven; RECs/FTA shall form the

building blocks of the process; Reservation of Acquis; Variable Geometry;

Flexibility and Special & Differential Treatment; Substantial Liberalisation;

MFN Treatment; Transparency and Disclosure of Information; National

Treatment; Reciprocity; Decision by Consensus and Adoption of Best

Practices

iii) November 2016 - Adoption of Roadmap towards the conclusion of the CFTA

Agreement
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iv) November 2016 - Establishment of Technical Working Groups namely; 6gal
and Institutional Affairs, Rules of Origin, Trade Remedies, Trade in Services,
Customs Procedures and Trade Facilitation, Sanitary and phytosanitary and
Non-Tariff Barriers and Technical Barriers to Trade

v) Novembet 2016 - Adoption of the Terms of Reference for the Technical
Working Groups

vi) June 2017 - finaliz,ation of negotiating modalities for both trade in goods and
for trade in services.

Outstanding areas for agreement for the modalities on tariff negotiations include
the level of ambition (a range of 85-95 percent has been proposed for
consideration), the inclusion of sensitive and exclusion lists and the
implementation timeframe. A "Working Draft Consultation Paper" was prepared
during the last CFTA NF meeting held in March 2Ol7 as a basis for the
conclusion of the modalities. In terms of Trade in Services, there is a general
move towards adopting a mixed approach which would encompass a framework
agreement supported by schedules of commitment for liberalisation in tandem
with regulatory cooperation. There will be need to have a common understanding
of how the framework for regulatory cooperation will be so as to ensure that the
right by Member States to regulate is not eroded. The seven TWGs have so far
held 2 meetings in February and April/May 2OI7 in Kigali .xnd Nairobi
respectively and have commenced consideration of the respective Annexes/
Appendices including the Framework Agreement.

Given tl.at the Tripartite region is a critical building bloc and a launch pad to
the CFTA, the Tripartite Ministers agreed on a coordination mechanism in order
to ensure consistency with the commitments in the Tripartite Free Trade Area
(TFTA) process, i.e the TFTA Member Countries are supposed to hold
coordination meetings before engaging in the CFTA Negotiations. To this end, we
should continue to support coordination of positions and using the TFTA to
inform the CFTA negotiations as appropriate. At continental level, there is need
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to conclude trade mapping to determine the flow, direction and volume/value of

trade to establish expected benefits in the process while at national Level, there

is need to conduct an impact assessment studies of the CFTA on the economy

and ensure active participation in the negotiations.

2.2.5 EAC-EU Economic Partnership Agreement (EPA)

The EAC Summit directed in 2OO2 and 2OO7 that EAC should negotiate trade

agreements with third parties as a bloc. In view of this directive, the EAC Partner

States started to negotiate EPA from September 2OO7 as bloc. Tanzania left

SADC; and Burundi, Kenya, Rwanda and Uganda left the Eastern and Southern

Africa (ESA) where they were negotiating initially and formed the EAC

configuration to negotiate and conclude the EPA with the EU as a bloc. The EAC

Partner States had to negotiate as a bloc in order to maintain the solidarity

envisioned in the EAC Customs Union Protocol (Article 37 (41 (a)) that requires

such a trade deal be signed off by all EAC Partner States to safeguard the EAC

Customs Territory.

Progress in EPA negotiations

EPA negotiation was concluded in October,2014 leading to the initialling of the

agreement to signify conclusion of negotiations. Kenya, together with Rwanda,

has since signed and ratified the Agreement. Rwanda is in the process of

ratifying the agreement. The rest of the EAC Partner States are yet to sign due

to varied reasons they have raised. Tanzania has raised concerns in the

agreement that need to be addressed before they sign. However, the issues raised

by Tanzania are all addressed in the EPA. On the other hand, Uganda has

indicated that it will sign along with all the other EAC Partner States. Burundi

has raised issues with the economic sanctions by the EU due to the political

situation in that country.
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2.2.6 African Growth Opportunity Act (AGOAI

The African Growth and Opportunity Act, 2OOO (AGOA) is a United States Trade

Act, enacted on 18ft May 2000 as Public Law 106 of the 2OOth Congress. The

main objectives of AGOA are to stimulate economic growth, encourage economic

integration and facilitate Sub-Saharan African (SSA) integration into the global

economy. The Act originally covered the 8-year period from October 20O0 to

September 2OO8, but extended through legislative amendments to 2015 and

then further extended by 10 years on 29b June 2Ol5 to 2025.

AGOA allows duff free and largely quota free market access to the U.S. market

for as many as 1,835 beneficiary products in addition to the over 4,600 GSP

products tariff lines. AGOA as enacted does not provide for the development

support needs of the SSA countries. The country eligibility for AGOA is
determined by the US President and takes into account whether countries meet

a number of requirements like making continual progress toward establishing

the following: market-based economies; the rule of law and political pluralism;

elimination of barriers to U.S. trade and investment; protection of intellectual

property; efforts to combat corruption; policies to reduce povert5r, increasing

availability of health care and educational opportunities; protection of human

rights and worker rights; and elimination of certain child labour practices.

Progress and benefit of implementing AGOA

AGOA being a non-reciprocal trade preference programme that provides duty

free treatment to US imports of over 6400 products from eligible Sub-Saharan

African countries. Kenya's exports to the US have increased, particularly in the

textile/apparel sector, which still remains the leading Kenyan export product to

the USA. Total exports from Kenya to US increased by a4.8 percent from KSh

29.9 blllion in 2OL3 to KSh 43.3 billion in 2016 out of which KSh 35.2 billion in

2016 were derived from EW apparel exports under the AGOA framework. The

employment and investment levels under t!:.e EPZ are shown in table below:
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32,932 4r,597

13,465 15,708

24,246 35,224

Table 4: Employment, Investment and Er<ports to the US under AGOA from

the EPZA Programme.

Source: Economlc Sunteg, 2077

In 2016, 81 percent of exports to the US were from exports of textiles and

apparels produced in EPZs under AGOA. Other eligible products have not been

performing well in the US market due to a number of challenges related to access

of USA market information, consolidation of products as USA demands bulk

supply, quality/value addition issues; and sanitary and phytosanitary

compliance. To increase the AGOA market share for Kenya's products, the State

Department for Trade in consultation with relevant stakeholders is in the process

of developing an AGOA Strategr. The Strategz will strive to identify the products

with potential for export to the USA and how to develop the product to meet the

quality and quantity that a supplier in USA would demand.

Challenges in implementation of AGOA

The main challenges facing Kenya's exports to US include:

il Stringent Sanitary and Phyto-sanitary (SPSI measures: Agricultural

products, such as fresh produce and beef are often unable to meet US SPS

requirements and are thus unable to be exported to the United States.

iif Lack of direct flights to the US: For fresh produce such as cut flowers and

vegetables, African producers benefit from regular, direct flights to Europe,

which allow for fast delivery. In the context of EAC, there is no direct air and
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Indicator 20L3 20.L4 20-L5 20-L6

Employment (No.) 37,785 42,645

Investment (Kshs million) 15,051 14,413

Exports to US (Kshs million) 30,244 35,245



sea transportation to the U.S. However, Kenya has been accorded category

one status to make direct flight to US and the process is at an advance stage.

iii)Stringent Rules of origin: AGOA rules of origin stipulate that to be eligible

the products must be grown, produced, or manufactured in one or more of
the beneficiary countries or goods are subject to a 35 percent value-content

rule from a single AGOA country and exported directly from an AGOA

beneficiary country to the US. With these conditions, most of the products
from eligible countries cannot access US market.

ivf AGOA is a unilateral program which can be modified or terminated in favor

and at the discretion of the US Government as per the powers granted to the
US president in the Act.

v| Country eligibility: As part of the legislation, the U.S. undertakes an annual
review of all beneficiary countries to determine whether they are conforming

to AGOA's conditionality. Some beneficiary countries (Burundi) in the past

have lost their eligibility on political grounds and in some cases, such

withdrawal of AGOA benefits has had negative economic impacts and
consequences to other unintended member countries including US investors

and suppliers.

vi) Unrestrained competition from well-established and globally
competitive, and in some cases, subsidized producers of textiles and
apparel particularly following the January 1, 2005, elimination of quotas

previously maintained by members of the World Trade Organization (WTO).

viif Narrow range of exportable products: Although AGOA allows duty free

and largely quota free market access to the US market for as many as 1,835

beneficiary products in addition to the over 4,600 GSP products, tariffs on

products excluded from AGOA (Kenya only exports a total of 12 product lines)

especially on agricultural goods. The AGOA lists excludes some of the key

products of export interests to us such as sugar, tobacco, meat, and dairy
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products, which continue to be subject to tariff rate quotas (TRQs) limiting

export volumes eligible for duty-free treatrnent.

viii) Minimal representation in the US - Kenyan products lack a strategic

"country branding" that targets the average American consumer. This

hinders the country from effectively capturing and expanding the market.

There is only one Commercial Attach6 covering the entire US while the private

sector is not represented by business agents and major distributors. The US

market is enormous, diverse and complex. There is need for enhanced

information delivery and continuous business development activities for

increased access to the distribution networks.

ixf Awareness of AGOA and its requirements: Many farmers and SMEs are not

aware of the requirements of the Act, but with vigorous sensitization

activities, they will be more knowledgeable and participate more in AGOA.

This will enhance the supply capacity by Kenya to export wide ranging

exportable products.

I

Way Forcrard

Implementation of the EAC-U.S. Cooperation Agreement on Trade

Facilitation, SPS and TBT: The EAC and US signed the EAC-US

Cooperation Agreement on Trade Facilitation, SPs and TBT in 2O15 and it
aims to 6uild capacity in Trade Facilitation, Sanitary and Phytosanitary (SPS)

Measures, and Technical Barriers to Trade (TBT). The Cooperation

Agreement commits both the EAC and the US on:-

a) Trade Facilitation: The Agreement commits the Parties to cooperate on

customs issues, including the implementation of the WTO Trade Facilitation

Agreement (TFA). The EAC Partner States undertook to notify their Category

A commitments (measures to be implemented at the entry into force of the

WTO TFA) to the WTO Preparatory Committee by 31.t March 2015. All the

Partner States have already notified their Category A measures. The US
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undertook to provide to the EAC Partner States technical assistance and
support for capacity to implement the provisions of the WTO TFA.

In the context of the implementation of the WTO TFA, Partner States have

prepared their national trade facilitation action plans and a Regional Action

Plan. The EAC Regional Action Plan was adopted by Sectoral Council for Trade,

Industry, Finance and Investment (SCTIFI). This is expected to form the basis

under which the US will provide technical assistance and capacity building
support on trade facilitation to the EAC.

The two parties have however not agreed on the way forward regarding EAC

US cooperation agreement on TF, SPS and TBT.

b) EAc Model Investment rreaty: The EAC and US have a Trade and

Investment Framework Agreement (TIFA) signed on 16ft July 2OO8, which

establishes a framework for expanding trade and investment. In June

2012, the EAC and the US resolved to upscale the existing Trade and

Investment Framework Agreement to a new Trade and Investment

Partnership (TIP) that will include the following:
r I regional investment treaty;
r I trade facilitation agreement;
. Continued trade capacit5r building assistance; and
r I commercial dialogue between the EAC and US private sectors.

The US has a model bilateral investment treaty which it prefers to use as

a basis for negotiations. The progress to date has been hampered due to

lack of consensus on the approach for discussions. The EAC has informed

the US of the EAC Model Investment Treaty and the need for a joint
approach rather than the US Model Bilateral Investment Model Treaty.

EAC has since shared the EAC Model Investment TreatSr with the US and

US is not agreeable into applying the EAC Model. The two parties have

agreed that EAC develops a draft on a cooperation Agreement on
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Investment Facilitation. The Draft is under consideration by the EAC

Partner States before it's shared with the US.

Recommendation

i) Kenya private sector to work with USA counterparts on joint venture

programs aimed at capacity building Kenyan manufacturers to meet the

USA market quality requirements. This could include accreditation of

Kenyan quality control organizations to perform quality checks for USA

buyers in Kenya.

The Kenya government should initiate engagements with the USA

government, with the involvement of the private sector on how this
partnership can be developed.

ii) Kenya and the US should collaborate and coordinate business to business

networks between manufacturers and buyers from both countries.

Business membership organizations should be encouraged to spearhead

the collaboration aimed at improving supplier /buyer relationships as well

as encouraging American investments into Kenya.

iii) Kenya recommends that financing programmes be negotiated between the

AGOA eligible countries and the US partner to support manufacturing and

business capacities to enhance trade in both goods and services between

US and Africa

iv) Kenya advocates for strong regional integration that provides for an

opportunity to develop integrated regional demand and supply chains to

meet market demands.

v) Kenya calls upon more partners to support projects that are viable and

contribute towards sustainable economic growth.

vi) The US should work on simplifying the Rules of Origin for African

beneficiaries under AGOA, conducive to greater value addition at national

and regional level. A greater focus on enhancing regional dimension of the
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AGOA framework is also required, especially in the context of the regional
integration agenda of the EAC.

2.2.6Indian Ocean Rim Association (IORAI

The Indian Ocean Rim Association (IORA) is a regional organization with
membership of 21 countries sharing common shore with the Indian Ocean. It is
a region that is diverse economically, culturally and covers the Indian Ocean
shores of Africa, Arabian Peninsula, the Indian subcontinent, Southeast Asia
and Australia. The association scope encompasses several areas of cooperation
that have been defined as the six priorit5r areas namely:- Maritime safety and
securit5r, Trade and investment facilitation, Fisheries management, Disaster risk
management, Academic, science and technologr and Tourism and cultural
exchanges. In order to further deepen and widen the scope of the association to
pursue economic cooperation, the Association identified Blue Economy and
women Economic Empowerment as areas of special focus in 2014.

Opportunities in IORA

il Trade and investment
The Indian Ocean Rim region constitutes a big market of over 2 billion people

that makes a third of the world population and a combined GDP of US $ 7
trillion(lo percent of world GDP). In order to achieve one of the objectives of the
organization which seeks the removal of impediment and lowering barriers
towards a freer flow goods, services, investment and technologr within the
region, the IORA Action Plan 2Ol7-2O22 was adopted at the Leaders'summit in
March 2Ol7 and targets the implementation :-

a) A regional investment guide that will provide investment opportunities
available in the region

b) A regional trade repository that is an online reference for trade information
including Rules of Origin and Tariff regimes which aims at promoting regional
business activities and trade facilitation
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c) Finalization and implementation of a Memorandum of Understanding(MoU)

for the promotion of SMEs which will be adopted and implemented among

Member Countries with the aim of enhancing opportunities and an

environment for SMEs to prosper through promoting cooperation and

collaboration between participants, implementing agencies and sector

associations

d) Conducting a feasibility study on the viability and implementation of IORA

Business Travel Card (IBTC). The Business Travel Card aims at facilitating

easy and freer movement of the regional business community to boost trade

and investment by enabling business persons explore opportunities in IORA

region, conduct trade and investment activities, attend trade promotion,

business meetings and strengthen joint cooperation among member

countries Chambers of Commerce and Industry.

During the IORA Leaders'Summit held in March, 2Ol7 in Jakarta, Indonesia,

Kenya's proposal to facilitate trade through the easing of cabotage maritime

laws with a pilot in the Western Indian Ocean (WIO) was adopted. The Kenya

Maritime Authority (KMA) is in the process of finalizing the concept note to be

shared with Member Countries. Further, at the sidelines of the IORA Leader's

Summit the Principal Secretary for Trade engaged his counterpart from

Ministry of Trade, Indonesia and agreed to establish a joint trade forum where

the two countries can cooperate in areas of trade and investment. They also

resolved to establish linkages between the private sectors of the two countries

which culminated in the visit to Kenya of a business delegation from

Indonesia led by Vice Foreign Affairs Minister of Indonesia H.E. Mr. A.M.

FAchir. During the Business Forum held on 9ft June, 2Ol7 in Nairobi, the

two chambers of commerce from Kenya and Indonesia signed a MoU that is

aimed at strengthening and enhancing bilateral trade, economic and

industrial relations and encourage business cooperation between the

business communities in the two countries.

97 lP oge



Fig.S:Sign@ of tlte MoU betwren
Industry and Indonesia Cltarnber of

Kenya National Charuber of Commerce and
Commerce

ii) Blue Economy

Blue Economy is a relatively new economic concept and global technologies are
still developing in some sectors with the objective of exploiting the resources. The
Blue Economy has been identified as the new frontier for economic and social
transformation of countries particularly the coastal or island/ocean countries
for its recognized potential in generating employment, food security and povert5r

alleviation. In 2OL4,IORA adopted the Blue Economy as a priority for generating
sustainable economic growth among Member Countries. It identified the
following six priority areas:-Fisheries and Aquaculture, Renewable Ocean

Energr, Seaports and Shipping, Seabed Exploration and Minerals, Marine
Biotechnologr, Research and Development and Tourism.

Blue Economy in the Kenya Context

The Blue Economy remains unexploited in Kenya. However, Studies show that
the Blue Economy has the potential of contributing about USD 1.7 - USD 2.3
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billion to Kenya's GDP and create 10O,O0O to |24,OOO direct jobs by 2O3O.

Currently the country is missing out on a rnajor resource that can invigorate

economic growth, contribute to industrialization, create employment and

contribute to the achievement of Vision 2030.

In recognition of this, and to tap the potential of the Blue Economy, the President

constituted the Blue Economy Committee in September 2OL6, with the overall

objective of the development of Kenya's Blue Economy. Kenya can learn from

other IORA Member States as the Association provides an ideal platform to bring

Member States to cooperate and share their experiences and expertise in

harnessing the tremendous potential of the Blue Economy and in establishing

ocean management and governance architecture for the sustainable

development of an Indian Ocean blue economy. A number of Member Countries

in IORA including Australia, Thailand, Singapore and India have wholly or partly

mapped, invested and are developing strategies of exploiting the resources that

exist in the oceans.

The organization has taken a deeper focus on the development of capacity for

Member Countries to sustainably develop and benefit from the economic

opportunities provided by the Blue Economy. The annual Blue Economy

Conference that brings all Member Countries together provides an opportunity

for governments of Member Countries to engage at the Ministerial level. Kenya

participated in the Second Ministerial Blue Economy Conference (BEC II) held in

Jakarta Indonesia in May 2017. The Conference resolved inter alia to promote

transfer of technologr among Member Countries in coral reef protection,

conservation and restoration; promote capacity building and skill development

on sustainable port infrastructure and management; cooperate and develop

strategies to enhance skill development for seafarers; adopt e-custom strategies

to facilitate trade and investment; and strengthen maritime connectivity in the

Indian Ocean Rim region.*t.
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2.3 Multi-LateralTrade

il Hosting of the loth Ministerial Conference of the World Trade
Organization (MClOl l5th - lgth December,2O1.S

The 10tr Ministerial Conference of the World Trade Organization (WTo) was held
from the 15tt' to 19e December,2015 at the Kenyatta International Convention
Centre. This was after successful bidding by Kenya. The outcome was captured
in a Ministerial Declaration popularly referred to as the Nairobi package which
is a set of six key Ministerial Decisions on Agriculture and issues affecting the
Least Developing Countries. The Decision to eliminate agricultural export
subsidies agreed in Nairobi is a significant one taken in the 20 years of the WTO
existence and close to 50 years since a similar decision was taken in relation to
industrial goods.

iif Ratification of the wro rrade Facilitation Agreement
The WTO Trade Facilitation Agreement was adopted by Ministers at the 9ft WTO
Ministerial Conference held in Bali Indonesia in December,2Ol3. The Agreement
aims at improving customs procedures and transparency with a view to
accelerating the movement of goods into and across WTO Member states. The
Agreement is expected to usher in widespread trade facilitation reforms that will
reinforce Kenya's position as a regional hub for business in the Eastern African
Region. It will also promote Kenya's exports to enter the global value chain as
the agreement calls for simplification of trade regulations, customs procedures
and cooperation and faster clearance of goods on transit.

iiilEstablishment of the National Trade Facilitation Committee
(NTFCl

The WTO Trade Facilitation Agreement provides for the institutional
arrangement for the implementation of the WTO Trade Facilitation Agreement at
the national and multilateral level. Kenya concluded the national process of
constituting the National Committee on Trade Facilitation that was gazetted in
September,2016.
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ivlTrade Remedies Law

The law was passed in June, 2Ol7 and assented by the President- The Law will

protect domestic producers from unfair trade practices such as dumping and

subsidization thereby making them more competitive. In addition, a Trade

Remedy Agency is expected to be established within the state Department for

Trade to undertake investigations and recommend remedial measures including

imposition of extra duties and quotas.

vf Hosting of the 14th Session of the United Nations Conference on Trade

and

Development (UNCTAD 14)

The Fourteenth Session of the United Nations Conference on Trade and

Development (UNCTAD 14) was held at the Kenyatta International Convention

Centre (KICC) from the 17e to 2l"t July, 2ol6.lt was the second time for Kenya

to host an UNCTAD event. The Fourth Session of UNCTAD (UNCTAD IV) was

held at the KICC in May, 1976. The Conference was successful and the outcome

was captured in the Nairobi Azirnio and Maafikiano. The Nairobi Maafikiano

spells the work programme of UNCTAD for the next 4 years.

The success of the Conference reinforced Kenya as a major venue for large

international events. The success of the MC1O and UNCTAD 14 has further gone

to boost the resurgence of Kenya's tourism industry which had experienced

challenges related negative international publicity on account of security

challenges.

vilTrade in Services

The Country has deepened its commitment within EAC region from 52 to 78 as

required by the Sectorial Council forTrade, Finance and Investment (SCTFI)' The

national consultation was undertaken and stakeholders are in agreement with

the direction taken at EAC Level.
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3. DOMESTIC TRADE DEVELOPMENT

n order to spur domestic trade, the state Department for Trade undertakes:-

i) Formulation, implementation, monitoring and review of domestic trade
policies in collaboration with count5r governments

I ii) Monitoring the impact of trade policies and practices on domestic trade;

iii) Conducting research on trade related matters e.g. in product design,

marketing, distribution, and use of ICT and E-commerce;

iv) Coordination of activities of all national institutions and agencies

responsible for f,acilitation of domestic to provide trade support services

through trade facilitation, access to business information , advice on

standards, packaging, quality control, marketing and distributional
channels

v) Promotion of wholesale and retail trade and markets through initiatives
such as:-

' Promoting programmes on franchising in wholesale busi"ress in rural
areas;

. Developing skills upgrading programs in wholesaling and distribution;

. Identifying areas where markets can be established

. Establishment and construction of wholesale hubs and tier 1 retail

markets;

' Simplification of business licensing (One Stop Shop for licensing,

registration and taxation);
. Facilitating the establishment of BMOs and promotion of the formation

of Producer Business Groups.

vi) Facilitating increased access to trade finance for the development of Micro

and Srnall Enterprises

vii)Provision of business advisory services to BMOs to enhance

competitiveness, growth and development of their enterprises
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viii) Liaison with County Governments and other relevant stakeholders

on promotion of trade development programmes and activities

ix) Undertaking local resource mapping and preparation of market profiles

The Department has undertaken the flowing towards the realization of the

above mandate:-

3.1 Development of National E-Trade Portal

The developed National E-Trade portal acts as an authoritative reference

platform on all trade information and tool to run a robust trade knowledge

management center through which trade policies and regulatory information will

be disseminated to the public seamlessly and on timely manner. It is a single

platform where all the information relating to trade is aggregated under one roof

and made readily available for the trade actors. It has become necessary for the

Trade Sub-Sector to change with time and engage the use of e-Trade as a faster

way to develop the economy in a technologically dynamic world. Electronic

Trading will improve forward and backward linkages to Trade. It is envisaged

that the Portal will spur entrepreneurship and innovation, the two concepts

which are pillars of the economy.

The e-Trade Portal will cut across all sectors of the economy and provide one of

the most prolific sources of employment. It will also create a breeding ground for

medium and large enterprises which are critical for industrialization as well

generate job opportunities to the youths of this country.
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Specifically, the E-Trade portal is able to:

i) Provide Market information on goods and services available locally,
regionally and internationally

ii) provide information on business requirements locally, regionally and
internationally

iii) provide information on business and investment opportunities Locally,

Regionallyand internationally

iv) provide information on business service providers locally, regionally and
internationally

v) Provide market profiles for targeted products and markets where Kenya has

a competitive advantage

I04 I Poge

E

t, i
T

I

i

.t

.r ,

h:.

I

We have have redesigned th€ \tebsite
Ched( it out

r:o tr,eolsOo ^ C F(rl Et1.0d-'7



3.2 Development of State Department for Trade lVebsite

The SDT redesigned its website in order for it to be more responsive to internal

and external users. The website is accessible through uww.trade.go.ke. The

website provides comprehensive information about the Ministry. The website

shall be interactive and will provide for inquiries for additional information as

may be considered necessary.
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3.3 Trade Consultations

3.3. 1 Business Membership Organizations (BMOsf

The success of the retail sector in Kenya is driven by a robust supply chain,

tapping from a vibrant manufacturing sector for locally produced goods and in a

liberalized trade regime.

A number of challenges have however slowed down the momentum of the growth

of the sector, key among them being late payment culture. This has posed a great

threat to the attainment of Vision 2O3O goal of promoting a vibrant retail sector

as an outlet of agricultural and manufactured products. The Department
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engaged relevant BMOs in order to address challenges facing the retail trade
sector. The BMOs are:

i) Suppliers Association of Kenya (AKS),

ii) Retail Trade Association of Kenya (RETRAK),

iii) Kenya Association of Manufacturers (KAM),

iv) Kenya National Chamber of Commerce and Industry (KNCCI)

The Department spearheaded a series of meetings with BMOs which culminated
into the undertaking of an in-depth study on Kenya Retail Sector Prompt
Payment. The study recommends the development of:

' Joint code of conduct for the retail sector for self-regulation,

' Creation of an office of fair trade practices within the State Department for
Trade; and

, Regulations by Government.

3,3.2 Collaboration with County Governments

In order to create synerg/ between the two levels of Government for purposes of
enhancing trade in the country, the Department engaged County Governments

in various interactive forums. The Department organized a forum with Counties

in the North Rift Economic Block (NOREB) which drew top officials in charge of
trade from Uasin Gishu, Elgeyo Marakwet, Samburu, Baringo, west pokot,

Nandi and T\rrkana counties.

The forum deliberated and agreed on areas of collaboration mechanism between

the two levels of governments', key among them being collection and sharing of
trade statistics and information with State Department for Trade on a quarterly

basis; consulting in the development of an entrepreneurship training policy;

enhancement of market access and research; and building capacity for Count5r
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governments in product development for export market. This will involve

collaboration with Export Promotion Council (EPC) among other stakeholders.

Other areas of collaboration include enhancement of cooperatives and producer

business groups (PBGs) for value addition; sharing of available technologr on

value addition; harmonization of cess and charges in the NOREB counties as

well as collaboration in market designs and implementation.

IIg. 9: Participan$ dwirg a Trade Forurn. Sittirls Center: M$. Ogundo (I?ade
kcrctaty), Hon. Meli attd Hon. Ann leading other Forum Participants

3.3.3 Wholesale and Tier one Retail Markets

Distributors and wholesalers, especially those dealing with agricultural produce;

have weak, inefficient and fragmented supply chains from producers to

distributors and consumer outlets. Lack of forward and backward linkages have

led to wastage particularly of agricultural perishable goods, between the farm

gate and the consumer. To address the challenges of inefficiencies and
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fragmentation of the supply chain experienced in the wholesale and retail trade

sectors, the State department disseminated designs for wholesale hubs and Tierl
retail markets to the counties as well as discussed the needs and benefits for the

establishment of wholesale hubs and tier I retail markets.

A wholesale Hub which is a large scale purpose built facility (market) is designed

to offer a wide range of products and services to producers and distributors. The

major commodities to be marketed in the hub facility will mainly be agricultural
and fish products (perishables). Some of the facilities and services to be provided

in the wholesale hub include storage and cold storage facilities; warehouses;

sorting, grading, washing and packing lines; quality testing facilities; movement

and parking facilities for vehicles; banking services; waste and refuse treatment
and disposal; bulk weighing equipment; information desks; and emergency,

policing/ general security and firefighting services.

The primary functions performed by the Wholesale Hubs are as follows:

i) Varieties of goods from different producers are assembled for sale. In case of
agricultural goods, they are collected in small quantities of goods from
numerous small-scale producers and stored in a go down.

ii) Warehousing or storing of goods fills up the time gap between the production

and consumption.

iii) Assembled goods are distributed to the retailers or to the consumers directly,
thus the Wholesale Hub helps in the dispersion process of marketing.

iv) Wholesalers provide financial assistance to the retailers by supplying
products on credit

v) Proper grading of goods as per quality, size and color is conducted in the

Wholesale Hub.

vi) Wholesalers undertake all the risks associated with the ownership as they

make bulk purchases and make arrangement for assembling and

warehousing.

tt
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Below are Wholesale hub and Tierl Retail Market designs shared during the

interactive forum in Elgeyo Marakwet.

Fig. IO: Model of the Prcposed Wholes^Ie Hub

Figurc I I: MdeI of the prcpaed Wholesale hub
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FIg. 12 Prcpsd wholesale hub adrninistration blrck

E

FIg I3: Tier I Retail lVlarket Adtninistration BIrck

3.4 Buy Kenya Build Kenya initiative

The liberaliz,ation of the Trade regime in the country has brought in many

advantages; however there are a number of challenges that have come to the

fore. Key among them is the huge trade imbalance. In an effort to address this
challenge the government through the State Department for Trade has put up
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measures to encourage the consumption of locally produced goods and services

while advocating for use of local materials in the manufacturing process.

In view of the above, the Department in conjunction with stakeholders from the

Public and the private sector developed a Buy Kenya-Build Kenya Strategr. The

implementation of the strategr will enhance competitiveness of local firms;

stimulate local consumption and production; and promote industrialization

which is a key priority area in Vision 2O3O. The Buy Kenya - Build Kenya Strategr

is aimed at inculcating in the mind of all Kenyan citizens, patriotism and

preference for Kenyan goods and services as a means of supporting the domestic

economy.

The specific objectives of Buy Kenya Build Kenya include

i) Identifying commodities and services where the country has competitive

advantage

ii) Enhancing competiveness and local consumption of locally produced goods

and services;

iii) Enhancing standards and quality assurance (Facilitate branding,

packaging, innovation and trade); and

iv) Facilitating capacity building, and enforcing transparency in private and

public procurement procedures and strengthening Public Private

Partnerships in promotion of Buy Kenya Build Kenya strategr.

The Stratery, therefore, provides not only a road map but also a suitable

framework to stimulate Kenya's economy by strongly encouraging public and

private sector expenditure to favour goods and services produced locally. The

State Department for Trade shall work with stakeholders in all sectors of the

economy including oil and gas to identify, document and promote local content

development
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3.5 Establishment of National commodity Exchange (KoMEx)

The Department is coordinating the process of establishing the Kenya

Commodities Exchange (KOMEX) whose aim is to address challenges faced by
farmers/producers due to inefficiencies mainly brought about by lack of a
transparent and efficient market place where producers are exploited by
middlemen. The implementation phase of project commenced with the
recruitment of international experts to support the establishment of the
exchange. Standards for eighteen (18) commonly traded commodities were

reviewed and their interpretation guidelines developed under the Northern
Corridor Integration Project (NCIP) framework. In addition, CMA Act was

amended to give the Authority the mandate to regulate spot trading. Further, a

review of Kenya's regulatory framework with focus on commodities trading was

undertaken to assess the regulatory environment under which exchange will
operate. The sub-sector has applied to the registrar of business for registration
of KOMEX as a legal entity.
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Kornex Model

Through partnership with National Cereals and Produce Board (NCPB), KOMEX

has commenced piloting of collateral management in Nakuru, Meru, Eldoret and

Kisumu warehouses. The sub-sector undertook County sensitization's in

Machakos, Kisumu, Kakamega, Nakuru, Kericho, Uasin Gishu, Meru, Nyeri and

Muranga. It is expected that mock trading will commence in January 2018 and

the exchange will be fully operational by June 2018.

4.Trade Fair and Consumer Protection

The State Department for Trade through Department of Weights and Measures

is the legal metrolory authority in the country charged with the responsibility

of ensuring consumer protection and fair trade practices in the field of

measurements. Measurements play a critical role in trade, health, public safety

and environmental protection and WTO data indicates that 80% of trade takes

place on measurements. The Department has undertaken various initiatives

towards fair trade and consumer protection which includes:-

4.L Hosting of the World Metrology Day celebrations

The State Department for Trade in conjunction with the Kenya Bureau of

Standards hosted the World Metrolory Day on 20th May 2O16 to celebrate the

gains in measurements as well as publicize ti;re importance of measurements to

the world's socio-economic development. The World Metrologr Day celebration

was held at Weights and Measures complex in South C and was attended by 60O

participants from both public and private sector. The Assistant Director of the

OIML Secretariat- BIML (International Bureau of Legal Metrologr), Mr Ian

Dunmill based in France was the Chief Guest.
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Fig. I5: Warnwana, Head of Technical
the H, and other guests the new technologr in container weigltt
that had ben submittd for IJpe Apprcual

explaining to
determination

4.2 Calibration of Weights and Measures Equipment

The national Weights and Measures laboratory is the reference laboratory for all

measurements in trade, health, public safety and environmental protection. [t
provides traceabiliff to all measurements in these categories throughout the

country. The Department calibrated 310 legal metrologr standards from 2l
Counties across the country aligning them to international standards for
purposes of ensuring credibility of measurements in trade at international level.

In addition, the Department held one sensitization workshops for the County

chief officers to apprise the importance of the standards calibration.

The calibration exercise is aimed at ensuring that all measurements undertaken

throughout the country are same and ensure goods produced and packaged for
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export and domestic consumption in different counties have control on

measurements which conform to international standards'

ry. 16: National Weigh8 and Measurcs laboratory - This is the reference
Iaboratory for all legal mefrologr starldards in the country

4.3 Type Approval

The Department type approved measuring instruments in various sectors

including two critical areas to the national economy namely:

i) The Kenya Ports Authority measuring systems used in weighing containers

at the port for weight declaration. This is a requirement by the International

Maritime Organization for all seaports to have in place internationally

acceptable weighing systems for weighing cargo before loading on to ships

to avoid accidents at sea(Safety Of Life At Sea(SOLAS))
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FIg. I7: Weigltts and Measurcs Specialized BuIk qutems testing unit

Fig. 18: IW. Sanson Waagusi, &nior Deputy turctaty for State Depatftnent for
Ihade prcsentfug TW Apprcual Certificate for the SOLAS equipment to Mr.
Sadi A. Mwasinago, General Manager Aperations, I(PA
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ii) Fuel measurement by Kenya Pipeline Company at the Kenya Oil Storage

Facility (KOSF) and along the pipe line for the measurement of fuel imported

into the country. TWo models of measurement systems were approved. An

Approved Automatic Tank gauging system installed in the storage tanks at

Kenya Pipeline in Kipevu, Mombasa automatically reads and stores data

without human intervention. The proper performance of the Automatic tank
gauging system is dependent on the storage tank construction and installation

hence inspection of the internal structure and construction of the tank is
essential prior to verification of the gauging system. Prior to the approval of this

technologr"-by Weights and Measures department, the KPC used a manual

system utilizing dipping tapes to determine the volume of fuel received or

transferred.

a

Fig. 19: Manual dipping pint (gauge hatch) atop a storage tarlk - A

demonstuation of the old method of fuel Measurement that was neplaced by the

automatic tank gauging system

The above system was majorly dependent on the accuracy and integrity of the

person taking the measurements. The new system now guarantees reproducible

measurements that are automatically stored and retrievable at a later date. In
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addition, one model of Ultrasonic bulk flow meters installed at various points

on the pipeline to determine quantities of fuel being transported along the

pipeline to the hinterland has greatly contributed to the reduction in fuel losses

at Kenya Pipeline Company. Prior to the approval and installation of this

technologr, the pipeline had mechanical meters which would break down

frequently.

Fig. 2O: Apprcved ulnasonic bulk tlow meter installd on the main line from
IfiIindini port to measurc fitel imprtd into the @untuy, pat8 of EAC and the
Grcat la.kes rcgion

iii) The department also Wpe approved 6 (six) weighing and measuring

instruments in other sectors of the economy i.e weighing instruments for

general trade and dispensing pumps used in petrol stations.

iv) Renaissance visits to identify weighing and measuring equipment requiring

lYpe Approval and placement into the verification regime.

The Department visited the Kenya National Highways Authority (KENHA)

installations of the high-speed Weigh-in-Motion (WIMs) Weighbridges at

Mariakani to establish the role they play in the enforcement process for the

control of damage to the roads. It was established that the high-speed WIMs
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play a critiial role in the axle-load enforcement process since they act as the

initial determinants if case a lorry is to be removed from the road for overload.

It was resolved that these instruments will therefore undergo type approval and

be placed under the verification regime.

Fig. 2I: Madakani Weighbridge Station: IIte State deparfrnent for tuade
delegation led by the ditwtor of Weights and Measurcs under thegaidance
of technical officers ftom weights andMeasurcs assess@ the contuibution
of the high-sp@d WIMI to the atrle-load enforcement prwess

4.4 Verification at National Installations

The Department verified 100 weighing and measuring equipment installed at

national installations. These included;

i) Eight (8) Automatic tank Gauging systems installed in bulk storage

tanks. These instruments are used for the determination of the

Kenya's fuel reserves at any given time in order to inform importation

levels.
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Flg. 22: WeigrtB and Measurcs Insp*tor witlt an attache ftom
Rwanda Standads tuad Verifyittg an Automatic Tank gaugiry
system atop a bulk storuge tank at KE- Kipwt, Mombasa

ii) 60 bulk flow meters used along the pipeline from Mombasa to

Nairobi and at fuel depots. These flow meters are key in the

determination of quantities of fuel entering and tradable in Kenya,

East Africa and the Great lakes region.

iii) Six (6) bulkflow meters used by Agro-chemical and Food Company

in the production and sale of raw alcohol used in the manufacture

of spirits

iiii)2o Static Weighbridges along the EAC trunk roads for vehicle load

control. These are the weighbridges controlling the load transmitted

to our roads by trucks to avoid overloading thus safeguard the

national road network. They are installed by the Kenya National

highways Authority at strategic locations along the East African

trunck road network e.g. Mariakani, Mulolongo, Gilgil, Webuye,

Isebania, Malaba.
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4.5 Licensing and Control of Legal Metrology Technicians

The Department renewed licenses for 900 technicians handling the repair

and servicing of weighing and measuring instruments used in legal

metrologr work. These are persons engaged in the installation,

manufacture, repair, overhaul and maintenance of weighing and

measuring instruments used in trade, public safety, health and

environmental protection. In addition, twenty two (221 new sellers of

weighing and measuring equipment were registered.

5. ENTREPRENEURSHIP AND MANAGEMENT TRAINING

5.1 Training of Micro Small and Medium Enterprises (MSMEs)

To enhance growth of enterprises, the department through the Kenya Institute

for Business Training (KIBT) provides training of MSMEs operators and other

interest groups, provides counselling and extension Services to MSME operators,

conducts business-based research and consultancy for MSMEs and other

stakeholders and organize tailor-made training programmes for the clientele as

and when need arises. This include areas like business planning,

entrepreneurship, record Keeping, sourcing for business finance, marketing,

costing and pricing of products among others. The department in collaboration

with other stakeholders mobilises and undertakes the trainings in various parts

of the country. In 2016ltT financial year, KIBT trained 2000 Joyful women

entrepreneurs as per the schedule below:
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Table 5: Business Trainings conducted in FY2O16l L7

1 lTth& 18th January

2017

Uasin

Gishu

t34 Eldoret

2 19th& 2}th January

20t7
Uasin

Gishu

734 Eldoret

3 23.4& 24tu. January

20t7
Uasin

Gishu

732 Eldoret

25th& 26t!, January

20t7

Trans

Nzoia

150 Kitale

5 27th& zgth January

2017

Trans

Nzoia

150 Kitale

6 30th& 31"t January
a

20L7

Nandi 132
a

Kapsabet/Nandi

hills

7 lst& 2nd January

2017

Nandi 134 Kapsabet/Nandi

hills

8 3.d & 4tJ1 January

2017

Nandi 132 Kapsabet

9 6th&7*,

20t7
February Bungoma 100 Bungoma

10 gth& gth February

2017

Bungoma 100 Bungoma

rl lQtt,& llth February

20t7

Busia 100

T2 13th& 14th February

2017

Busia 100 Busia
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No.

73 1,7th& 18th February

2017

Embu 726 Embu

74 zoth& Z'l,st fehraary

201.7

Embu 724 Embu

15 22"4& 23th February

2017

Mutang'a 126 Murang'a

16 24th& 25th February

2077

Murang'a 124 Mutang)a

IlTtiililltirrrtIrl?EI:
riEEttr
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Fig. 23: A IilBT lruturcr making a prcsentation

5.2 Establishment of EMPRETEC Centre

EMPRETEC is a flagship capacity-building programme of the United Nations

Conference on Trade and Development (UNCTAD) for the promotion of

entrepreneurship and micro, small and medium sized enterprises (MSMEs) to
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facilitate sustainable development and inclusive growth. EMPRETEC's core

product is the Entrepreneurship Training Workshop (ETW), which aims to foster
the motivation and self-confidence of participants who have chosen to start or
expand their businesses. It is based on a behavioural approach designed to
unleash personal entrepreneurial potential. The methodologr has proved to be

effective for a vast range of target audiences in advanced and less developed

economies. It works equally well for mature entrepreneurs and new entrants,
opportunity and necessity entrepreneurs, participants with different levels of
education.

The Department engaged UNCTAD in its pursuit to establish to establish
EMPRETEC in Kenya. The Centre was successfully launched in Kenya by the
UNCTAD Sectary General His Excellency Dr. Mukhisa Kituyi assisted by Mr.
Jack Ma, owner of Alibaba group and UNCTAD Special Advisor on Youth
Entrepreneurship and Small Business. The event was graced by Hon. Adan
Mohammed, Cabinet Secretary, Ministry of Industry, Trade and Cooperatives

and Principal Secretary for Trade, Dr. Chris Kiptoo. The EMPRETEC Centre will
be hosted at the Kenya Institute of Business Training (KIBT) Parklands Complex.
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Fig. 24: Dr. Mufuisa Kituyi dwing the launchirg ceremony of EMPREIEC. Prcsent
is
ItIr. Adan Mohamtnd, 6, Ministuy of Indusfty, trade and fuperatives and Mr.
JackMa
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Fig. 25: Mr. Jack M8 , owner of Alibaba group and UNCIAD Special Aduisor on

Youth Entrcprcneurchip and SmaII Business addrcssing at the launch of
EMPRETEC
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Fig. 26: A mdel of the prcposed KIBT Parklands office amplex

Fig. 27: I0BT ParHands office complex cunently under ansffuction
One (1) Pilot Entrepreneurship Training Workshop was successfully conducted

by two UNCTAD International Master Trainers at Sarova Panafric Hotel on 15th-

2oth July 2OL7. Thirty participants were trained. In addition, One (1)

International Trainer of Trainers (TOT) was conducted by four (4) UNCTAD

International Master Trainers. Fourteen local and international TOTs were

trained.

I

-
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Ffg. 28: itrr. Musa okwemba a KIBT tuainer trceiuirtg his certificate

5.3 Human Resource Development for Industrial Development Project

The State Department for Trade in support from Japan International

Cooperation Agency (JICA) implemented the Trade Training Program for SME

Exporters. The programme assisted Kenya Institute of Business Training (KIBT)

to enhance its capacities on management training and consultancy for micro and

small enterprises (MSMEs) and entrepreneurs. As a result, the trainers of the

management training for small /micro enterprises were trained and practical

training programs were developed. Based on the results of the previous projects,

the Project on Human Resource Development for Industrial Development was

requested by the Government of Kenya through the State Department for Trade,

in order to realize the productivity improvement and innovation of SMEs, and to

promote the human resource development at management level in line with the

aspirations of Vision 2030.

The Project aims to establish an implementation structure for the new training
and consultancy programs for SMEs in KIBT, as well as to support the

improvement of business performance at selected pilot enterprises through the

provision of the business services. In the long run, the results of the Project are

intended to contribute to the expansion of the employment opportunities

through the development of business human resource and enhancement of
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management foundation of SMEs. The Project started in September 2015 and is

being implemented by KIBT in collaboration with training institutions, including

National Productivity and Competitiveness Centre (NPCC) and Toyota Kenya

Academy (TKA). The programme has achieved the following:-

i) Trained ten (10) Master Trainers and 9 Trainers in on- site consultancy.

Fig. 29: IO Kenya mastet trainers attenditg train@ in Tokyo Japan in
September - October 2016

ii) Capacity building of SMEs Human resource through consultancy in

Production and Quality Management and Improvement, Financial

Management and Marketing and Sales management
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F[9. 3O: IICA experfr and KIBT staff on onsite uisit at one selrctd pilot
company

a) Pilot training for Toyota Kenya Academy
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6. POLICY AND REGULATORY FRAMEWORK

6.1 Formulation of National Trade Policy

he Department formulated a National Trade Policy which was approved by the

Cabinet in December 2016 and launched in July 2017. The Policy aims at

lspurring economic growth by enhancing export growth through value addition

in export oriented manufactures and in the services sector as well as pursuing

diversification to fully exploit the export opportunities in the emerging markets.

6.2 Development of Trade Remedies Bill

A Trade Remedies Bill was developed, approved by the Parliament and assented

by the President. The implementation of the law will address issues of unfair
trade practices from imports that cause material injury to Kenya's domestic

industry.

6.3 Development of National Export Strategy

The consultative process towards profiling the sectors and identifying the

interventions that would lead to higher export performance has been

undertaken. Steering committee, sector working committees have engaged with
critical stakeholders with a view to developing sector strategies that will form the

pillars and basis for action within the national export strategr.

6.4 Development of Trade Development Bill

A draft Trade Development Bill, whose objective is to provide a legal framework

for the National Trade Policy, was developed in consultation with the County

Governments. The Bill has been submitted to the State Law office for legal

drafting.

6.5 Development of Legal Metrology Bill

A Legal Metrolory Bill reviewing the Weights and Measures Act was developed.

The Bill aims to make provisions for the manufacture, sale and use of weighing

and measuring equipment in trade, health and safety, environment and the sale
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of goods. It also aims to provide for international best practices and
administration of legal metrologr services in the devolved system of government.

The Bill has been passed by the parliament.

7. HUMAN RESOURCE MANAGEMENT AND DEVELOPMENT

7.1 Recruitment and Promotions

he State Department for Trade mandate was expended with the inclusion of the
department for international Trade. In view of this, the staffing structure was

Feviewed including analysing the staffing levels which led to the establishment
and filling of various critical positions to enhance the Departments service

delivery. In line with the analysis, the State Department filled the following
posts:-

i) Secretary Trade

iil Director, Research and Policy Analysis

iii) Deputy Director, Internal Trade,

iv) Deputy Director, External Trade

v) Deputy Director, Kenya Institute of Business Training

In addition, the department addressed the problem of stagnation of officers by
requesting a temporary waiver from the Public Service Commission. The request
was granted resulting into the following internal promotions:-

i) Assistant Director, Internal Trade JG"P" - 17 Officers

ii) Assistant Director, External Trade JG"P"- 8 Officers

iii) Principal Trade Development Officer (External Trade) JG"N"- 8 Officers

iv) chief Trade Development officer (Internal Trade) JG"M"- 17 officers
v) chief Trade Development officer (External Trade) JG"M"- 18 officers

l32lPoge

rEt



Further, to address Succession Management in the Department, eighty four (84)

officers were recruited at entry level in the month of May 2Ol7 as indicated here

below:

i) Ten (10) officers recruited as Weights and Measures officers

ii) Fifty (5O) officers recruited as International Trade officers

iii) Twenty Four (24) officers recruited as Internal Trade officers

Figurc 32: Induction session for newly rccruited Statr

By August 2017, the establishment for the Department stood at three hundred

and forty three (343) officers while more staffing requests are being made to the

Public Service commission (PSC) for consideration.
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7.2 Training

In order to enhance staff skills for efficient service delivery and carrier
progression, the department sponsored officers in the following courses:-

i) TWo (2) officers undertook Senior Leadership Development Programme

(sLDP)

ii) One (1) Undertook Senior Management Course

iii) Two (2) officers undertook Ethics & Integrity training
iv) Two (2) officers undertook Future of HRM training
v) Five (5) officers undertook course on Institute of HRM

vi) Nine (9) officers undertook career progression course at the Kenya Scholl of
Government (KSG), Matuga

vii)Twenty one (21) heads of departments and their deputies were sensitized on

the new online performance appraisal system (SPAS) which is a paradigm

shift from the manual Performance Appraisal
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Figurc 33: Sensitization of HODs and their Deputies on New HRM policies aad
SPAS at Kotgoni I@e, Naiwsha.

viii) 168 officers sensitized on the new online performance appraisal system

(sPAS)

STATE DEPARTMENT OF TRADE (Workshop)
Held at Kenya School of Government. Embu

From 19th-21st April 2oL7

Irr-*

From 19th-21st April 2ot7

Flgure 34: Sto,ff attendlng SPAS sensltlzatlon at Kenga School oJ
Goventment, Emhu

ix) Twenty (2O) officers attended a seminar on Economic and Trade for Kenya in

China.

x) Four (4) officers attended a seminar on anti-Counterfeit- facilitating

legitimate trade and improving products quality in Kenya in China

xi) Twenty two (22ll students from various institutions attached to various

departments within the State Department
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1.O POLICY REVIEW

The State Department for Trade undertook the following functions: -
i. Trade Policy;
ii. Exports Policy;
iii. Trade Negotiations and Advisory Services;
iv. Liaising and Coordinating with UNCTAD and WTO on Trade Matters;
v. Enforcement of International Trade Laws, Negotiations and Agreements;
vi. Coordination of Multi-Agency Task Force on the Elimination of Illicit

Trade and Counterfeits;
vii. Liaison with International rrade Bodies for Development;
viii. To combat Counterfeiting, Trade and other Dealings in Counterfeit

Goods;
ix. Facilitate and Enhance the Ease of Doing Business in Kenya;
x. Oversight, Administration and Enforcement of the Local Content policy;
xi. Promotion and Regulation of the wholesale and Retail rrade;
xii. Promotion of Fair Trade Practices and Consumer Protection; and
xiii. EntrepreneurshipandManagementTraining.

In addition, the State Department is responsible for overall guidance and policy
coordination for her state corporations namely: -

i. Kenya Export Promotion and Branding Agency (KEPROBA)
ii. Anti-Counterfeit Agency (ACA)
iii. Kenya National Trading Corporation (KNTC)
iv. Kenya consumer Protection Advisory committee (KECOPAC)

2.1 Strategic Goal, Objectives and Intenrentions

Strategic
Goals

Strategic Objectives Strategies for Intenrentions

Promote trade
and
Investment

o Facilitate Business and
Entrepreneurship
Development

o Provide innovative business support
services

. Enhance Accessibility to Business
Information
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Strategic
Goals

Strategic Objectives Strategies for Intenzentions

. Improve business
environment

. Support growth and
development of
wholesale and retail
trade and markets

. Develop an integrated
trade data information
system.

o Monitor the impact and Review the
implementation of trade related
legislations and regulations

o Continuous engagement, information
sharing and interaction between the
National and Count5r Governments on
trade development issues.

. Facilitate the improvement of supply
chain efficiency in wholesale and
retail sector

Promote fair
trade practices
and Consumer
Protection

. Ensure conformity of
trade measurement
with international
standards

o Promote uniformity of
trade measurement

. Improve consumer
protection

. Eliminate dumping
(subsidized goods &
trade remedies
measure)

o Harmonize legal metrolory standards
in line with the international
standards

o Ensure accuracy of legal metrologr
equipment for use for trade

o Control the manufacture, sale and
repair of weighing and measuring
equipment to ensure compliance

. Improve legal metrologr policy
environment

. Enhance public awareness of legal
metrolory service

. Operationalize the Consumer
Protection Act

Promote
Export Trade
and Regional
Integration
(coMESA,
COMESA-EAC-
SADC
Tripartite
FTA,AFRICA
CONTINENTAL
FTA)

o Broaden and deepen
the export markets

. Diversify Kenya's export
products

o Marketing of Kenyan
products.

o Penetrate Africa emerging markets
such as Nigeria, Angola, DRC, Ghana
and South Sudan

o Diversify Kenyan's exports
o Deepen COMESA, TFTA Regional

Integration
o Increase market access to Africa

through the AfCFTA initiative
o Increase Integration of Micro, Small

and Medium Businesses into the
Global Market Value Chains
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Strategic
Goals

Strategic Objectives Strategies for Intenrentions

Improve
capacit5r for
service delivery

o To enhance the
Ministry's capacity for
quality service delivery

o To attract, develop and
retain competent and
motivated workforce

o Restructure the Ministry and its
agencies for better service delivery

. Strengthen human resource capacity
of the Ministry and its agencies

o Improve institutional culture to
effectively respond to the needs of the
business sector and the wider
stakeholders

o Re-engineer key processes to improve
service delivery

o Implement the e-Government strategr
o Publicize til,.e Ministry and its

agencies activities for public
awareness

. Improve the work environment
o Strengthen monitoring and evaluation

systems

2.2 sumnary of flagship projects/other projects in Trade

a| Establishment of EMPRETEC Centre
bf Development of an Export Development Strategy

c) Profile 1OOO-15OO Producer Business Groups to identify their needs and
intenrentions

d) Establishment of Kenya Multi commodities E)<change:

Other programmes:

I. Review the laws covering companies and other associations to improve the
business environment, reduce red tape and provide a predictable
regulatory framework for business. This will enhance the ease of doing
business.

138 I Poge



II. Establish an information system on goods and services that will collect,

collate and disseminate trade information through Business Information
Centers (BICs).

III. Development and institutionalization of capacity building and training
programmes on technologr, value addition and business procurement

negot.ation skills for the traders'association and their members (Producer

Business Groups/Business Membership Organizations)
ry. Construction of Legal Metrolory laboratories in 47 counties to meet

international best practices.
V. Provision of entrepreneurial and management training, consultancy and

counseling services to Micro, Small and Medium scale enterprises and

other interest groups (MSMES), based on a comprehensive Training Needs

Assessment.
VI. Increase integration of MSMES into the market value chains through

Trade exhibitions and Cross Border Trade Associations (CBTAs).
y1I. Diversify export products and markets through market research in high

potential markets and participation in export promotion programmes such

as World Expositions; trade missions, specialized trade fairs such as

Specialty Coffee Association of America (SCAA); Solo exhibitions, incoming

buyer missions and familiarization tours of Kenya's export production
system.

ACTUAL
ACHIEVEMENTS

MTP
OUTCOME
INDICATOR

III MTP III
OUTCOME
TARGET L8lt9

Producer Business
Group (PBG) Intervention
Strategr was finalized
and approved.

150O Producers
Business Groups
profiled and
facilitated

Number of
Producers
Business Groups
proliled and
facilitated

Policy reforms to
improve business
environment for
MSMEs

No progressFacilitate access
to credit by
Micro, Small and
Medium
Enterprises
(MSMES)

1

2

Flagship Projects

REMARKS

Facilitation of PBGs

using the stratery
developed was not
possible due to lack of
funds

Target not achieved due
to insufficient funding.
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Transparent,
efficient and
structured
trading system

One(1)
sensitization on
for a conducted

Sensitizations Held in
Homa Bay, Siaya, Bomet
, Vihiga and Kakamega
counties on counties
engagement strategr.

Number of
MSMEs provided
with business
skills by the
Kenya Institute
of Business
Training (KIBT)

2,OOO potential
trainees sensitized

2419 trainees trained on
consultations and
entrepreneurship

Number of
(MSMEs) trained
through the
EMPRETEC
Centre

Operationalize the
EMPRETEC
Centre

Trainers of Trainers for
the EMPRETEC Centre
have been trained. One
(1) Pilot
Entrepreneurship
Training Workshop and
International Train

Develop and
conduct
entrepreneurial
and management
training
programmes for
13,OOO MSMES

3760 MSMEs to be
trained through
the
entrepreneurial
and management
training
programmes

2970 MSMEs operators
trained

Equip MSMEs
with specialized
skills through
provision of
Business
consultancy
services

Provide 6 firms
with Business
consultancy for
MSMEs and other
stakeholders

6 firms provided with
business consultancy

2

Other Programmes/ Projects

More sensitizations
needs to be done.

Target of 5OOO not
reached due to
insufficient funds.

Operationalization of
the centre is awaiting
completion of KIBT
Parklands Building

Negative variance was
due to delay in funds
release and lack of vote
for regional offices

6 firms provided with
business consultancy

3
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4 Two (2) trade
mlsslons
undertaken

Undertook trade mission
to Ghana for trade
promotion and bilateral
engagement.

Diversify export
products and
markets through
market research
in high potential
markets

Assist at least 330

SMEs to be
trained under
Export Trade
Training and
Export Awareness
programme

SMEs trained under
Export Trade Training
and Export Awareness
programme

280Capacity
building on
technologr,
value addition
and business
procurement
negotiation skills
for the traders'
association
members

Market analysis for 6
countries were
completed.

Expansion of
export base by
establishing a
Centre for
Product Design
and
Development.

Market analysis
finalized.

Ten (10) BTAs
identified and
reviewed.

Ten (10) Bilateral Trade
Agreements/Memorandu
m of Understanding
(MOUs) were negotiated
and signed. Among them
are Sri-Lanka, Nigeria,

Qatar, Ghana, Egrpt and
Jordan

Increase market
access of Kenya
export and
inflow of FDI
through Signing
bilateral Trade
and investment
agreements.

Economic Partnership
Agreement (EPA) was
concluded, ratified by the

Conclude
negotiations for
Economic
Partnership
Agreement (EPA)

6

Trade mission to Ghana
was successful.

Only 28O SMEs
reported for training

China and EAC
completed.

Exports to countries
which Kenya signed
BTAs with has not
significantly changed. It
takes some time to
realiz.e benefits of BTAs.

Rwanda has signed
EPA. The other partner
states have not signed
EPA with EU.

7 Increased access
of Kenyan goods
to EU by signing
the Economic
Partnership

5
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Agreement (EPA)

between the EAC
Partner States
and the EU.

between the EAC
Partner States
and the EU.

National Assembly and
signed by Kenya.

VIII Attract investments in the export related value chain for production Of
value added products.

IX. Develop an Export Development Strategr.
X. Develop an e-trade policy
XI. Conclude negotiations for Economic Partnership Agreement (EpA) between

the EAC Partner States and the EU
XII. Take deliberate steps towards the removal of tariff and non-tariff barriers

and seek the support and collaboration of our trading partneis.
KII. Conclude negotiations on COMESA-EAC-SADC Tripartite FTA and AfCFTA
3.2 Brief Description of Results
af Establishment of Distribution Infrastructure to improve market access

for Kenyan exports:

The feasibility study and analyses for the Warehousing project in Lubumbashi,
the Democratic Republic of Congo has been undertaken and suitable facilities
identified. The establishment of the distribution Infrastructure is now awaiting
formalization of legal entity and legal requirements both in DRC and K

bf Other Programmes/Project
i. Establishment of a National Commodities Exchange:- During the

period under review, Following the Cabinet Directive in January iotg,
the National Commodities Exchange was registered under the name
" Kenga Nationq.l Multi-Commodlties Exchange Llmited (KOMEX)D
as a Private company limited by shares under the Companies Act of
2075, with an authorized capital of Ksh.2 Billion. As directed by
Cabinet, the KOMEX Board was constituted composed of the following:
Principal Secretaries for the National Treasury and Planning, Trade,
Cooperatives, ICT and CEO of the Nairobi Securities Exchange (NSE).
Following the registration of KOMEX, the Board embarked on the
process of its capitalization in order to raise the proposed paid-up
capital of Ksh.2 Billion. The Sub-Sector developed the capitilization
plan, issued the Information Memorandum (IM) and invited
subscription. Eleven (11) potential subscribers expressed interest but
only four (4) returned the IM and committed to inject Ksh. 265 million.
In developing the necessary legal framework for establishment and
operationalization of exchanges, the Capital Markets Act was amended
to provide for regulation of spot commodities trading by the Authority.
In addition, the warehouse Receipt System (wRS) Act, 2olg *as
enacted to regulate warehouse licensing, certification, standards and
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grading, as well as issuance of WRS receipts traded in the Exchange.
ine WRS and Commodities Market Regulations were developed and
subsequently subjected to stakeholder engagement in July 2019.
KOMEX office location was identified at the new KIBT Parklands
Building.

ii. During the review period the Ministry through Kenya Institute of
Business Training (KIBT), trained 7,742 Micro, Small and Medium
entrepreneurs, provided on-site consultancy to twenty (2O) firms under
the Human Resource Development for Industrial Development
(HRDID/JICA Project) and conducted Training of Trainers (ToTs) under
the Empretec Programme. The Sub-Sector also finaltzed partitioning of
two (2) floors of the new KIBT Parklands Complex. Kenya Institute of
Business Training (KIBT) has already occupied part of the building and
the rest have been earmarked to provide office space to the new Kenya
Export and Branding Agency (KEPROBA), Kenya National Chamber of
Commerce and Industry (KNCCI), Kenya National Multi-Commodities
Exchange (KOMEX) and Kenya Trade Remedies Agency (KETRA) among
others

iii. The sub-sector through Brand Kenya Board identified counties as key
in building the Kenyan brand and thus has developed a generic strategi
to guide all aspects of branding of counties as sub-bands of the country
brand. The 47 Counties have been trained on the branding guidelines
during regional workshops. Feedback from such forums informed the
need to undertake a survey of the competitiveness of all the 47 counties.
The Board undertook the county competitiveness survey to understand
their branding attributes.

iv. Over the review period, 80% of Tripartite Free Trade Area (TFTA) Rules
of Origin (RoO) and,TOoh of Africa Continental Free Trade Area (AfCFTA)

Rules of Origin were concluded to facilitate market access of Kenya
wholly produced goods. In addition, to improve market access for Kenya
goods and services, the Sub-Sector; negotiated removal of Non-Tariff
Barriers (NTBs), reviewed the East African Common External Tariff
(EAC CET) and negotiated tariff offers with Southern African Custom
Union (SACU). To increase Foreign Direct Investments (FDIs), the Sub-
Sector organized. and coordinated out-bound trade and investment fora
on the sidelines of Presidential/State visits to Mauritius, Mozambique,
and Namibia.

v. In the review period, Operationalization of the KETRA and recruitment
process of the board was initiated, office space acquired and secretariat
established. The Agency will provide a defense mechanism for Kenya
goods and services.

vi. During the period under review, the Sector continued collaborating
with other stakeholders in the fight against counterfeits and creating
awareness in anti-counterfeits through sensitization
seminars/workshops. The Sub-Sector: seized counterfeit goods
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estimated to be worth more than Ksh.2.13 Billion; concluded cases in
courts and destroyed goods worth over Ksh.504 Million; and
strengthened the institution by reviewing the Anti-Counterfeit Act 2008
through the Statute Law (Miscellaneous Amendments) of 2018. In
addition, the Sub-Sector launched the National Action Plan to Combat
Illicit Trade and strengthened the institutions capacity by recruiting
forty-six (a6) additional staff.
During the review period, the Sector through the Department of
Internal Trade coordinated the development and implementation of the
Buy Kenya Build Kenya Strategr which encourages public and private
Sector to purchase locally manufactured goods and services. The
procurement of locally manufactured goods by the Public Sector is
intended to support the manufacturing Sub-Sector.

Assessing Progress

The data on the projects/programmes under the MTP III for FY 2018/ 19 was
collected through quarterly reporting by the implementing
agencies/departments. Regular monitoring of the implementation of
projects/programmes was undertaken on a quarterly basis. The Unit charged
with the responsibility of collecting data faced challenges in financing the
evaluation exercise due to the fact that the most programmes/projects had not
factored M&E component in the budget.

4.O IMPLEMENTATION CHALLENGES

The following constraints/ challenges in implementing the 3'd Medium Term plan
during the period of financial year 2OtS/19

al Inadequate funding, austerity measures, Budget cuts and.. exchequer
delays

Despite the sector contributing more than 10 percent to the GDP and
employment creation, its budget allocation has been below O.2 percent of the
allocation to Government programmes. The funding has been inadequate to
enable it effectively deliver its mandate.

The Sector's funding for Vision 2O3O flagship projects and programmes thus
delaying the implementation process.

b) Unclear Roles between National Government and County Government
With the transfer of some functions to the County Governments including
construction of markets, there has been confusion on who has the responsibility
to construct the whole hubs and Tier 1 retail markets. This has delayed the

vll.

3.3.
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implementation of the flagship projects under the Trade Sector. There is

therefore need for the National Government and County Governments to

collaborate in implementation of flagship projects that are implemented at the

County Level.

c| Infllx of sub-standard, counterfeits and contra-band goods

The influx of substandard, counterfeit and contra-band products into the local

market has reduced the market share for locally manufactured goods. This has

discouraged innovation efforts, negatively impacted on local industrial growth,

reduced the government revenue base and negatively affected domestic trade'

d| Unfavorable Business Environment
Unconducive licensing and regulations by several agencies including County

Governments has led to high cost of doing business and low competiveness. In
addition, inadequate modern wholesale and retail markets, particularly for the

fresh agricultural products; lack of adequate business management skills; high

transportation costs resulting from inadequate development of hard
infrastructure inhibit the growth of trade.

e| Lack of Legislation
Lack of legislation to anchor the Wholesale and Retail Trade Regulations of the

Retail Trade Sector has hampered enforcement of the developed regulations. This

has also affected the gazettement of the National/County Technical Committee

on Trade to steer the implementation of the National Trade Policy. Trade

Development Bill which was to enhance the implementation of National Trade

policy has not been finalized.

5.O Key Lessons learnt

During the period under review, targets were ambitiously set based on budgetary
projections that have not been met through the normal MTEF budgeting process.

Needless to say that attainment of such targets is not feasible at the current
funding levels. It is imperative that that the MTP be flexible to allow for end term

review of targets in line with prevailing sectors performance, available resources

and emerging issues/ challenges.
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6.O Conclusion and Way Forward

The implementation of the projects under the review period is negatively majorly
affected by lack of funds. The following are proposed recommendations;

i. It is imperative to continue pursuing diversification of the exports range and
value addition measures to improve the competitiveness of Kenya's products
in the global market.

ii. There is need for prioritization of funding for flagship projects during budget
making process.

iii. Enhance funding to the departments so that the planned activities can be

carried out as scheduled

iv. Development of funding proposals to be submitted to various development
partners

v. Procurement of additional vehicles and office equipment that witl facilitate the
provision of services by the sector.

vi. Fast track the development and passing of the Trade Development Bill to
enable successful enforcement of the developed Retail Trade Regulations.

vii. Holding regular consultative forums with the counties. These forums will lead
to improved working relations between the National Government and the
counties.

viii. Regular follow-ups to be made on assignments that are being facilitated by
other MDAs

DEPARTMENTS AND SAGAS - STATUS BRIEFS

DIRECTORATE OF INTERNATIONAL TRADE (FORMERLY EXTERNAL TRADEI

FUNCTIONS

The functions of the Directorate/Department of External Trade are:

1. Formulation, implementation, coordination, monitoring and reviewing
of international trade policies;

2. Formulation and implementation of Export Strategr;
3. Promotion of Bilateral ,Regional and Multilateral trade relqtions;
4. Coordination of Kenya's participation in Multilateral and International
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lr.

5

trade negotiations;
Undertake policy analysis and research on economic and international
trade issues;
Promote inflow of investments;
Promote technologr transfer;
Ensure consumer protection according to internal laws;

Coordination of inward and outward trade and investment missions;

Support national negotiations on external resources mobilization
(ODA/Grants);
Ensure transparency, compliance and enforcement of international
trade laws/regulations and agreements;
Co-ordinate matters concerning, WTO, UNCTAD, ITC and other ITOs

including negotiations and implementation of the relevant trade

related Decisions emanating from ITOs ;

Dissemination of relevant business information to the business
community;
Consultations on the legal and regulatory framework for the

establishment of Strategic Trade Controls (STC) of dual use goods in
line with the UN Security Council Resolution 1540 (2OOal;

Coordination of regional trade matters: EAC, COMESA, EAC-EU,

AGOA, ACP-EU, IOR-ARC and IGAD among others;
Protection of domestic producers/industry from unfair trade practices

through application of appropriate trade defense instruments;
Promotion of public, private sector and civil society organiz,ations'

participation in international trade matters;
Analyses global trends and emerging socio-economic issues;

Coordination of Dispute Settlement matters arising from Multilateral,
Regional and Bilateral trade
Commercial representation in Kenya Missions abroad

6.
7.
8.
9.
10

11

t2

13.

t4.

15

t6.

t7

18.
t9.

20.

To undertake the above functions, the Directorate is divided into three distinct
but mutually supportive Divisions. This is geared towards enhancing the

performance of the various specialized trade tasks/activities at the bilateral,

regional and multilateral level. These Divisions are; Multilateral, Regional and

Bilateral.

1. Multitateral Trade And Internatioual Trade Organization (ITOI

Division

1.0 Handles all the trade matters in relation with Word Trade Organization
(WTO), United Nations Conference on Trade and Development (UNCTAD),
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International Trade centre (ITC), United Nations Development
Programme (UNDP), world Bank (wB), United Nations Industrial
Development Organization (UNIDO), World Intellectual property
organization (wIPo), Food and Agriculture organization (FAo), ani
participating in the negotiation of the meetings of these organizations

2.O With regard to WTO;

' Coordination and preparation of negotiating positions on WTO
issues

o Responsible for trade policy reviews

' Coordination of the preparation of notifications obligations under
the WTO Agreements for transparency purposes

o Coordination of activities of the National Trade Negotiation Council
(NTNC) & its Technical Working Groups/Committees

. coordination of the implementation of wro agreements

2. Regional Division

i. Handling trade matters relating to regional economic integration like
COMESA, EAC, ACP/EU, IOR, and AU

ii. Formulating and preparing negotiation positions on regional trade
integration EAC, coMESA, EAC-EU, AGOA, AU, coMESA- EAC-
SADC Tripartite FTA, IGAD among others

iii. Coordination of the activities of the national consultative processes of
stakeholders on regional trade and integration maters;

iv. Undertaking the analysis of the provisions of all regional trade
agreements

3. Bilateral Division

Formulating and implementing bilateral trade policies,
Handling matters concerning bilateral trade and commercial services
abroad

iii. Identifying and evaluating business opportunities in the export
market

iv. overseeing trade research and market intelligence for trade
development

v. organizing and coordinating incoming and outgoing business
delegations, conducting trade promotional activities such as
buyer/seller missions, trade missions, fairs and exhibitions

vi. undertaking the analysis of all bilateral trade agreements
vii.Preparation of negotiating positions on bilateral trade

If

1.

ii
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A. REGIONAL DIVISION

6. ANNUAL ACHTEVEMENTS FOR r.IY 2O18lL9
1. East African CommunitY (EAC|

Several activities were implemented under EAC integration. Major achievement

included:

i. Comprehensive Review of the EAC Common External Tariff (CETI

The Department, as a member of the National Task Force (NTF) participated in
the comprehensive review of EAC CET to align the tariffs with the regional and

global trading environment, promote intra and extra regional trade and

investment and eliminate distortions created by staying the application of the

CET. The National Report for the review was developed and submitted to the EAC

Secretariat. Regional negotiations to harmonize Partner States proposals have

been ongoing and have agreed on the following areas:

a. categorization and classification of goods:

- Category 1: Raw materials and Capital goods

- Category 2; [ntermediate goods
- Category 3: Finished goods

- Category 4: Goods of differentiated categorization
b. four tariff band structure: of

- Oo/o - raw materials and capital goods,

- loo/o - intermediate goods which are not available in the EAC region
- 25% - intermediate goods available in the region,
- above 25./o - goods to be determined in consequent negotiations.

The CET review process is expected to be concluded by 30ft October 2019.

ii. Elimination of EAC Non-Tariff Barriers
The Department coordinated Kenya's participation in the EAC Mechanism on the

elimination of Non-Tariff Barriers. This included the National Monitoring
Committee (NMC) meeting held on lTth - 19ft September, 2018, the Regional

Monitoring Committee (RMC) meeting held on 29ft April - 3rd May 2Ol9 in Nairobi
Kenya and the Sectoral Council on Trade, Industry, Finance and Investment
(SCTIFI) meeting held in 16th November 2018. Consequently, at the sidelines of
the 38ft Extra-ordinary Council meeting held on 3oth January 2019, Kenya

agreed with Tanzania and Uganda to hold bilateral meetings to resolve the

longstanding NTBs and any other trade restrictive barriers affecting trade among

them.

Bilateral meeting between Kenya and Uganda was held from 2lst - 25ft March

2}lg in Nairobi, Kenya during the Joint Ministerial Commission(JMC) which
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preceded Head of State visit of H.E. President Yoweri Kaguta Museveni. Among
the resolved trade barriers included the lifting of the ban of Kenya's beef and beef
products exports to Uganda which was imposed in 1996.
The bilateral meeting between Kenya andTanzania was held on 23'd - 27r*- April
2Ol9 in Arusha, Tanzartia. The meeting resolved Nineteen (19) out of the thirty-
seven (37) reported NTBs. The meeting also agreed on the way forward to resolve
the outstanding eighteen (18) NTBs.

In addition, as part of activities in the elimination of EAC NTBs, the Department
coordinated the meetings for compiling comments for the review of the EAC
Elimination of NTBs Act,2017, and, the Draft Regulations, which were expected
to have been adopted by the SCTIFI of May, 2OIg.
The EAC Elimination of NTB Act, 2OL7, provides a legal framework for removal
of NTBs, provides a process for identification and monitoring the removal of
NTBs. The Act also clearly defines NTBs, and is expected, once amended to act
as a deterrent to Partner States that continue to impose trade restrictive laws,
regulations, administrative and technical requirements, whose effect is to
impede trade.

iii. 19th EAC JuaKali/Nguvu t{azi Exhibition
The department coordinated the hosting of the 19th EAC JuaKali/Nguvu Kazi
Exhibition, which was successfully held in Eldoret, Kenya, under the theme of,
"BuA MSE products and build EAC". Over 15OO Exhibitors, (ouer 900 Kenyan
Exhibitors)from EAC participated in the Exhibition. The 2oft Exhibition will be
held in Kigali Rwanda in December, 2019.

2. African Continental Free Trade Area (AfCFTAI
The Technical Working Group (TWG) on Rules of Origin under the African
Continental Free Trade Area (AfCFTA) concluded over 9Oo/o of the AfCFTA rules
of origin.

In preparation to exploit the AfCFTA market opportunities the Department held
two Stakeholders consultation meetings and finalized drafting tariff offers in
readiness for negotiations with other AfCFTA Countries where Kenya has market
access interest. Stakeholders including youth and business communit5r were
sensitized on potential trade and investment opportunities under AfCFTA.

3. COMESA-EAC-SADC Tripartite Free Trade Area (TF.TAI
The Tripartite Free Trade Area (TFTA) TWG concluded over 95oh of TFTA Rules
of origin. The Department also participated in the conclusion of Tariff offers

Ef

150 I Poge



negotiations between EAC and SACU where products of export interest to SACU

were granted free to the SACU market, either immediately or phase down within
five years. Annex 1. On Elimination of import duties and an Agreement on free

on movement of business persons in the tripartite region was concluded and
adopted.

4. African Growth and Opportunity Act (AGOA|

The department has coordinated the formation seven (71 NC-AGOA sub-
committees (by subsector). The sub-committees formulated work plans to
implement the National AGOA Stratery, Qol8l23l. The work plans were

validated by the full NC-AGOA Committee meeting and the stakeholders are in
the process of implementing them.

East African Trade and Investment Hub (EATIH) organized a TOT for 26
Technical Officers from SDT and key AGOA stakeholders to capacity build them
on the US market requirements under AGOA. The technical officers are expected

to disseminate the knowledge to entrepreneurs at the counties, to enable them
utilize the remaining years before the lapse of AGOA preferences.
Under Post AGOA, the department led a team of experts to a meeting with the

American delegation under the Kenya - US Trade and Investment Working Group
(TIWG) meeting held in Washington DC, M"y, 2019. A Kenya Proposal was

submitted for US consideration for funding in support of the implementation the
National AGOA Strategr.

5. Common Market for Eastern and Southern Africa (COMESAI

Kenya successfully petitioned COMESA Member States for another extension of
the Kenya Sugar Safeguard which was granted for a further period of two years

at the 39ft Meeting of the Council of Ministers held in July 2Ol8 in Lusaka
Zambia. Subsequently and pursuant to the Council Directive No. 1 of 2OO7 on

Kenya Sugar Safeguard, the Department in conjunction with Sugar Directorate
developed the progress report and forwarded the same to Secretariat,
Additionally, the Department coordinated and successfully hosted four COMESA

Technical and Ministerial meetings on Industry, Transport, ICT, Infrastructure
and Energr that ran concurrently at the Kenya School of Monetary Studies in
June 2019.

6. EAC-EU Market Access Program (MARKUPI
MARKUP is aimed at increasing Kenyan export of specific products to the EU by

way of promoting and encouraging value addition. The implementation is on two

tier, the National window (for individual partner states) and regional window (for
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EAC). EAC window is being implemented by ITC International Trade Center while
National window is being implemented by UNIDO, United Nation Industrial
Development Organization. UNIDO has presented its work plan to the National
Coordination Committee that is chaired by SDT.

7. EAC-US Trade and Investment Agreement
The department joined the EAC Partner States to finalize the development
Cooperation Agreement on Investment Facilitation between the Partner States of
the East African Community and the United States of America. Once approved
by SCTIFI the draft will be shared with the US before a joint meeting is held to
adopt the agreement.

B. BILATERAL DIVISION

STATUS OF COUNTRIES WE ARE ACTIVELY ENGAGED WITH

1. AGOA Strategy implementation

A National Committee on AGOA was established in 2019 and sector work plans
have been developed.
A Draft cab memo has been shared with National TreaSUry, Foreign Affairs, EAC
and Regional Development, State Department of Industrialization and State Law
Office for comments.

2. EAC Roadshows

Roadshows had been scheduled to be held in the second quarter of the
Y lY2olgl20 with an objective of consolidating and deepening Kenya's regional
markets' niches; present Kenya and her potentialities, country business
potentials and future vision to the regional markets that have increasingly
experienced challenges namely; Uganda, Rwanda, Burundi and the Democratic
Republic of Congo. However, due to inadequate funding, this Roadshow did not
take place.

A draft cabinet memo has since been prepared, requesting the cabinet to:

i. To appreciate the challenges in the regional markets and the necessity and

urgency to consolidate the regional export markets and implement specific

strategic actions through the Roadshow.

ii. To approve and authorize commitment of resources from the exchequer to

enable financing of the Roadshow activities.

iii.

rt
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3. USA-Kenya Bilateral Relations

Trade and Investment Working Group

Currently, three meetings have already been held, two in Washington DC and
one in Nairobi. A fourth meeting is planned for Nairobi around May/June
2O2O.The third TIWG meeting took place in Washington on 3rd-7th February
2O2O. During the third meeting, H.E President Uhuru Kenyatta and H.E Donald
Trump of USA announced the commencement of the negotiation of an FTA
between Kenya and USA

So far the following has been achieved from the meetings:

i. Trade And Investment Working Group(TIWG) Technical team has been
constituted

ii. Terms of reference for the TIWG engagements have been agreed upon

iii. Letters of confidentiality have been signed and exchanged

iv. Exchange of information done in the two meetings held

v. Cabinet approved the FTA negotiations with the US

vi. USAID held a workshop with the State Department of Trade and other
stakeholders to come up with a work plan for Kenya's support

The following recommendations have since been put forward with regard to the
TIWG:

1. That an analytical study on the impact of FTA to guide the negotiations be
carried out

2. The process be adequately funded in order for the negotiations to be
undertaken conclusively.

4. Kenya-Pakistan Bilateral relations

The Pakistan- Africa Trade Development Conference was held at KICC from 30-
31st January 2O2O with the objective of deepening market access for both
countries. During the conference, the High Commission of the republic of
Pakistan, proposed that the inaugural Joint Trade Committee (JTC) be held in
the month of February 2O2O.
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5. Kenya-Ethiopia relations

In line with the implementation of the Special Status Agreement, the first session
of the Joint Trade Committee is scheduled to be held in the month of March
2020.

Additionally, a Cross Border Trade PromotionBazaar to facilitate export linkages
between Kenyan and Ethiopian business partners through match making, B2B
and B2C is scheduled to be held in Moyale in the month of April 2O2O after the
JTC. A Trade facilitation forum and conference to engage with cross border
stakeholders is scheduled for the same period.

6. Kenya-UK Relations

The UK had proposed that the two countries sign an interim trading arrangement
which will ensure no interruption in trade Once BREXIT is effected. It is proposed
that the current EAC-EU EPA be the framework along which the new the
agreement will be based on. The two countries have since embarked on formal
discussions on the same.

7. Kenya-South Africa Trade Week

Kenya has negotiated market access for avocado in South Africa. There are also
efforts also to eliminate non-tariff barriers that meat and meat products are
facing in this market. Towards this end there is a planned high level meeting
between the Cabinet secretary for Agriculture and the High Commissioner of
South Africa in Kenya

During the 6ft Session of the JTC held in April 2OI9 in Mombasa, it was proposed
that the Kenya week be held in South Africa in March 2O2O. A follow up with
South Africa with regard to the concept note for the trade week as agreed during
the JTC has been made pending feedback.

8. Kenya-Uganda Relations

Kenya and Uganda held their inaugural bilateral Joint Commission
Cooperation in March 2019. Among the issues discussed were the long
standing ban of beef and beef export products to Uganda which was lifted. The
last bilateral engagement took place on 6th to 8th November 2019. Other
pending issues that need to be addressed with Uganda include:

Uganda discriminative excise duff on Kenya Juice exported to Uganda.a
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o Uganda discriminative verification fee on pharmaceutical inspection
products.

o Varying weights in Uganda weighbridges.

' Delays in facilitation of Kenya's transit trucks and fuel tankers at Uganda
- Rwanda border

' Uganda needs to replace the current weighbridges with good ones and
implement Council directive of weighing goods twice at the point of Entry
and Exit only

' Uganda to abolish this administrative discriminative fee on Kenya pharma
products as this violates EAC Treaty and EACMA protocol

9. Kenya-Tanzania Relations

Kenya held its 4th Bilateral meeting with Tanzania on 23,d-27ft April 2Ol9 in
Arusha Tanzania. Out of the reported 37 Non-tariff Barriers reported, 19 were
resolved during the meeting. During the meeting it was agreed that future
meetings are held quarterly at the senior officials'level and bi-annually at the
ministerial level, whereas regulatory agencies meet quarterly ahead of bilateral
meetings.

10. Kenya-China relations

The Inaugural session of the Kenya- China Technical Working Group on
Promoting Trade was held in Nairobi on 28th May 2OI9.

Kenya participated in the Beijing Horticultural Expo from )nd- gth September
2Ol9 where three MoUs (Stevia, Agreement on Trade Promotion, SpS protocol)
were signed during the last Bilateral Engagements

A concern was raised with regard to Kenyan flowers which are charged duty in
China yet other countries have no duty charged on their flower exports to China.

11. Kenya-UAE relations

The UAE - East Africa Trade mission in Kenya took place on 21th November
2Ol9 in Nairobi, Kenya, where a Memorandum of Understanding between
KNCC&I and Sharjah chamber of commerce and Industry was signed.

An MoU was also signed with UAE to remove Visa requirement for diplomatic
passport holders as well as multiple entries.

Kenya confirmed participation in the World Expo 2O2O Dubai scheduled for 20
Oct2O2O - 10 Apr 2O2l
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L2. Kenya India relations

Kenya held its 8th JTC meeting with India on 23'd-24th August, 2OI8 in Nairobi
in which various areas of cooperation were discussed. Lines of credit to the tune
of USD 20O million on concessionary terms was granted to Kenya by the India
Government

13. Kenya- Iraq relations

Iraq remains an important market for Kenya's products. As part of promoting
Kenya's products, the State Department has communicated to stakeholders on
the importance of participating in the Dhiqar international conferences and
exhibitions for ener5/, reconstruction and investment from 6-9th April, 2O2O.

PROPOSED BILATERAL ENGAGEMENTS AND JTC MEETINGS

a) Kenya Israel JTC: Kenya and Israel held a JTC meeting on 266 November
2OI8 in Nairobi. Israel has proposed dates of 22nd and 23rd June 2O2O

for the next JTC meeting. Preparatory meetings for the country position
paper underway. However, funding remains a key challenge for
coordinating and participating in the JTC meetings.

b) Kenya-Botswana Inaugural JTC: the Composition of a Technical Working
Group for the JTC is complete. A process is underway to organize for the
first meeting of the technical working group but budgetary constraints
have affected the process.

c) Juba Trade Fair was to be organized by the commercial representative in
Juba in 2019. Stakeholder preparatory meetings were held in Juba, but
the fair was postponed to 2O2O due to inadequate funding to carry out the
activity.

MoUs ON TRADE AND IIWESTMENT

a) Proposed Kenya-Senegal MoU on Trade and lnvestment: Kenya has
drafted an MoU and forwarded to Senegal pending feedback. It is
proposed that once the MoU is signed, a market survey be carried out
by KEPROBA in liaison with the newly opened embassy.

b) Kenya Namibia MoU on Trade and Investment: implementation of the
MoU on trade and investment is underway and a follow up with
Namibia is underway to agree on the dates for holding an inaugural
JTC. Both countries have since shared a list of members to the JTC.

c) Kenya-Argentina MoU on Trade and Investment: Kenya initiated an
MoU pending feedback and comments from Argentina. An Inaugural
meeting of the technical groups will be held after signing of the MoU
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d) Kenya-Barbados MoU on Trade and Investment: Kenya initiated an
MoU pending feedback from Barbados. Barbado" r.qrr."ted to host the
first meeting of the Technical working Group and signing of the MoU

e) Kenya-Cuba MoU on Trade and Investment: During the State visit to
cuba, Kenya initiated an MoU with cuba, currently pending input and
comments from Cuba. It is Proposed that the inaugural Technical
working Group meeting be held in2o2o on dates to be mutually agreed
upon.

BILATERAL TRADE AGREEMENTS

a) Kenya Djibouti BTA: A BTA was signed on 9th M"y, 2org.There is need
to initiate the inaugural Joint Trade Committee Meeting to implement
the Trade Agreement. Initial technical meetings have taken place and a
JTC is planned for August 2O2O.

b) Kenya-Nigeria BTA: the BTA was signed in 2oo4 but an inaugural JTC
scheduled to be held in 2olg was postponed since Nigeril did not
confirm concurrence with the dates proposed by Kenya. e follo* up on
the dates is underway.

c) Kenya Mozambique BTA: A BTA was signed in March 2org. An
inaugural JTC is scheduled to be held once the membership of
Technical Committee members is confirmed.

C. MULTILATERAL AND
ORGANIZATIONS DTVISION

OTHER INTERNATIONAL TRADE

World Trade Organizations (WTO) negotiations; WTO negotiations have
stalled due to differences among the Membership. Efiorts to bridge
Members divergence are ongoing in different formats and configurations.
Kenya has joined efforts to find consensus on the issues of interest for
Kenya including the African Group and other Groupings of wro
developing Members. on wro Reforms, Kenya is committed to
safeguarding the WTO as rules based Multilateral Trading Organ ization
and has joined a gropu of like - Minded Countries lead by CanaJa dubbed
the ottawa Group. we are preparing for the r2th wro Ministerial
conference to be held in Nur sultan,Astana, Kazakstan from gth - 1lth
June, 2o2o. Kenya successfully hosted the 15th wro Ministerial
Conference in December,2015 at the KICC. The Outcome is the Nairobi
Ministerial Declaration which continues to be an important reference
document on WTO Ministerial Decisions.

1
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2. Regular Work of the WTO; Kenya has continued to perform well under the
Transparency obligations to the WTO especially on Notifications under the
WTO Agreements on Technical Barriers to Trade (TBT) and Sanitary and
Phyto Sanitary Measures. However we behind on the notifications under
the Agreement Agriculture on Agriculture which require a lot of work to be
done.

3. WTO Trade Policy Review; All EAC Partner States that are WTO Members
have their Trade Policies jointly reviewed since they are in a Customs
Union. The 3rd Joint East Africa Community WTO Trade Policy Review
was successfully undertaken in March 2Ot9. During this Review EAC
Partner were encourage to explore how to increase intra - EAC trade and
reduce the number of NTBs on trade that have been increasing comparing
to the previous review period.

4. Implementation of the WTO Trade Facilitation Agreement; The
implementation of the Agreement is on course. The National Trade
Facilitation Committee which was provides the national institutional
framework for implementation was Gazetted in September,2OlT and the
Secretariat to coordinate implementation is already in place at the
Directorate of International Trade.

5. Implementation of the Trade Remedies Act,2Ol7;The Process to establish
the Kenya Trade Remedies Agency under Section 3 of the Act is ongoing.
The objective of the Agency is to provide the institutional framework for
implementation of Trade Remedies in Kenya in accordance with WTO Law.
The Agency provides for protection against unfair import trade practices
for Kenya's domestic industry hence important for the Big 4 Agenda
especially manufacturing. We have resource challenges and efforts are
being made to explore how to mobilize resource to enable the Agency to
take off.

6. War on Illicit Trade; The War on Illicit Trade within the Multi Agency
Framework is ongoing. Anti - illicit Trade implementation Action Plan has
Developed and implemented by Anti - Counterfeit Authority with support
from the Ministry and other stakeholders. The action plan requires
substantial resources for implementation and Agencies within the Muliti
Agency framework are currently supporting the efforts with whatever
budgetary resources they have.
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KENYA INSTITUTE Or. BUSINESS TRAINING (KIBTI

1. Introduction.
The Kenya Institute of Business Training is a department of the Ministry of
Industry, Trade and Enterprise Development which plays a pivotal role in the
Kenyan economy.
Through the execution of its mandate KIBT has enormously contributed towards
the Gross Domestic Product (GDP) through wealth and employment creation
among the MSMEs.

2. Mandate of the Department.
The Institute is mandated to provide Business & Management Development
Services to MSMEs and other Interest Groups. The Institute achieves its
mandate through its core functions such as: -

' To provide Entrepreneurial Training to MSME operators and other
interest groups

' To provide Counseling and Extension Services to MSME operators

' Conduct business-based research and consultancy for MSMEs and other
stakeholders.

To organize tailor-made training programmes for the Institute's clientele
as and when need arises.

3. Key Targets for the Department
Af Entrepreneurship Capacity Development

Objectives
i)To undertake the training of 2,g0O MSMEs
ii) To carry out Follow ups on 600 past trainees
iii) To offer onsite consultancy services to 6 firms

The matrix below shows the results achieved for the financial year
2OI8l2019 to date.

Performance Report Fy 201-al201-g

O

S/No Programmes Financial
Year

Results
Achieved

Remarks

1 Training
MSMEs
1,500

of 2Or8 I 2Or9 1278 Targets were reviewed
downwards from 28OO to
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1500 MSMEs due to
budget cuts

2 Business
Consultancy of
6 firms

2Or8 I 2Ot9 6 firms
offered
consultancy

Companies offered
consultancy were based
in Nairobi Industrial area
and Thika. One company
called Ultra Vetis
participated in the Kaizen
African Award in T\rnisia

3 Counseling of
600 MSMEs

2Ot9 I 2Or9 400 MSMEs
were offered
counseling
services

Most of the counseling
services were conducted
in Nairobi and its
environs

2OL9l2O2O

S/No Programmes Financial
Year

Results
Achieved

Remarks

1 Training
MSMES
2,800

of 2Ot9 I 2O2O

(1"Uuly
2019- 1Oth

march
2O2Ol

t028 Targets were reviewed
downwards from 2800 to
1500 MSMEs due to
budget cuts

2 Business
Consultancy of
6 firms

2Ot8 I 2Ot9
(1"Uuly
2019- 1Oth

march
2O2Ol

3 firms
offered
consultancy

Companies offered
consultancy were based
in Nairobi Industrial
area, Athi RiverEPZ and
Thika

3 Counseling of
600 MSMEs

2Ot9l2Ot9
(1"t July
20 19- 1Oth

march
2O2ol

200 MSMEs
were offered
counseling
service

Most of the counseling
services were conducted
in Nairobi and its
environs
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PERFORMANCE ACHIEVEMENTS SINCE 2OIg
The Institute has been consistently offering Business development
Services (BDS) to MSMEs throughout the 

"or.rtry.
The matrix below shows its achievements since the year 2or3

s/No FINANCIAL
YEAR

Programme Results Achieved

Training
of
MSMEs

Counseling
and
Follow-
ups

Onsite
Business
Consultancy

1 2013/2Or4 2283 600 6

2 2Ot4 / 2OLs 2800 600 6

3 2otsl 2ot6 6700 600 6

4 2016l2Or7 3027 600 6

5 2017 I 2018 2008 600 6

THE DEPARTMENT OF INTERNAL TRADE
The broad mandate of the Department, which flows from the mandates assigned
to the Ministry by the Executive Order No. 1 of June 2c,.g, includes the
following: -

1) Trade Policy.

2l Oversight, Administration and Enforcement of the Local Content policy.

3) Promotion and Regulation of whoresale and Retail Trade.

The following is the status of activities undertaken by the department in the
financial yeat 2018l19 and background information as from the year 2OI3:

a&
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1. Creating an Enabling Legal and Regulatory Framework for Domestic

Trade

The State Department for Trade, for a while lacked a guiding legal framework to

oversee its trade functions in the country. Therefore, the SDT embarked on

developing an umbrella policy the National Trade Policy (NTP), to guide

Departments efforts in promoting efficiency in the growth of do:nestic trade

through transformational measures that address the constraints impeding the

development of the wholesale, retail and informal sectors. The national Trade

policy was finalized and launched in 2017.

The goal of the NTP is to facilitate Kenya's transformation into a competitive

export led econoffiy, enhance regional integration and widen participation in

both domestic and international trade.

As part of the efforts to improve the tegal and Regulatory Framework, the

Department is also participated in the Development of the Trade Bill, Retail trade

Regulations and Code of Practice.

Achievements

Trade Bill

'/ Technical Team Reconstituted
,/ Roadmap developed

./ A new draft of Trade Development Bill and TOR have been developed to

incorporate the emerging issues(Trade Remedies NEDPS, Local Content,

Retail trade regulations

Retail Trade regulations

The wholesale and Retail sector's contributes significantly to the Country's
GDP and plays a critical role in linking manufacturer's products to the
consumers. However, the sector lacks a clear legal and regulatory framework
for the sector to thrive.
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The State Department for Trade in an effort to address these challenges
commissioned a study on Prompt Payment by the Retail sector in Kenya which
recommended that stakeholders develop a regulatory framework and a joint
Code of Practice for self-regulation.

The purpose of the Code of Practice is to lay principles which encourage self-
regulation and harmonize the retailers'and suppliers'ways of engagement.

The State Department in collaboration with other public and private
stakeholders has also developed regulations for the sector. These regulations
will be anchored on the Trade Bill.

Achievements

code of Practice and Regulations for the Retail Trade sector
'/ Developed the Retail trade regulations and Code of Practice and handed

them over to CAK to be incorporated in the Competition Act
,/ Discussions ongoing with CAK on modalities of handing over the Code of

Practice and Regulations
,/ Code of practice was signed by both Retailers and suppliers to signify

their acceptance to abide by the code.
'/ Trade Dispute Settlement Committee has been established launched and

an inception meeting held.
'/ Retail Trade Regulations and Code of Practice finalized and launched
'/ Sensitization on Retail Trade Regulations and code of practice

conducted in Kisumu, Mombasa and Meru counties
r' Developed a tool for monitoring implementation of the Code of Practice

Market Space Allocation and Market Management

'/ Draft market space allocation and market management guidelines
developed

'/ lnter-agency Technical Working Committee established to develop market
allocation guidelines and standards for development of market
infrastructures in the country.

Harmonization of county Legislations, policies and regulations

'/ Conduct surveys on County trade legislations, policies and regulations

(procedures and conditionality) for the wholesale and retail trade

subsector

163 | P o g e



E-Commerce Policy
,/ Participated in the development of E-Commerce Policy

2. Management of Kenya Trade Information Portal
The Kenya Trade Information Portal is an online platform whose main purpose

is to provide reliable, accurate and timely information to the business

community. The Portal is key in trade facilitation as it makes trade information

available in real time to enhance business decision making.

The Portal was launched and operationalized in October 2Ol7 in FY 201712018.

The Operationalization of the trade portal entailed the following;

i. Management of the Portal: involves the daily running of the portal and

addressing the challenges affecting the daily users.

ii. Updating of the Portal-this involves the daily update of information from

the focal organization.

iii. Review of the Portal- This involves the periodical review of the portal and

proposal to change or structure the portal in a mode that is continually

useful and relevant.

Achievements in the FY 2018l20l9
. Held three sensitizations in Homa Bay, Bomet and Siaya counties on E-

Trade Portal operation
. 27 staff trained on operations of E-Trade Portal in Siaya and Homa Bay

counties
. Managed, updated and reviewed progress of the E-Trade portal

3. Promotion of Exportable Products

Over the last two decades, the Government of Kenya has pursued an export led

growth strategr that emphasizes on the vital role that exports play in promoting

a national economic growth and development plan.
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Despite the Governments recognition of the need to increase our export volumes,

Kenya's export performance has been dwindling over the years. It is against this
backdrop that Kenya aspires to increase exports by 25o/o per annum by the year

2022. To achieve this, the SDT planned to profile, develop products and link
them to the existing and new markets.

Achievements

Profiling tool developed awaiting pre-testinga

Information on market potential disseminated in Bomet, Homabay, Siaya,

Vihiga and Kakamega Counties

4. Dissemination of Trade Information to SMEs, Business Community
and Relevant Stakeholders

The SDT has a core mandate of creating awareness on local products in the

domestic, regional and international markets through trade fairs shows and
exhibitions. The trade fairs, shows and exhibitions form part of the activities in
the Departmental Work Plan.

Achievements in FY 2OI-8|2OL9

. The Department organized and participated in both the 3rd Kenya Trade

Week, 21 Source COMESA Business Summit
o Participated in the Nairobi International Trade Fair, Mombasa and Eldoret

Shows.

o Participated in the Nairobi Innovation Week (NIW 2Ol9).

o Participated in the EAC NguvuKazi exhibition

5. Promote Access to Affordable Business Finance to SMEs

The Trader's Joint Loans scheme (JLBs) was established by the then colonial
Government in 1954 under the Local Government Act Cap 265 Section 104-106

a

t r".

165 | P o g e



(Repealed) The scheme operates as a revolving fund and serves all the fort5r-seven

(47) counties.

Objectives of the scheme was to
(i) Enable MSEs access affordable credit

(ii) Assist MSEs to gain commercial experience and graduate into vibrant

enterprises

(iii) Help traders reach a standard of credit worthiness so as to access credit

from the main stream commercial financial institutions

With devolvement of the Trade function in 2013, advancement of loans under

the JLB schemed was halted.

The State Department of Trade in conjunction with the Intergovernmental

Relation Technical Committee (IGRTC) is in the process of handing over the Joint

Loans Board (JLB) Scheme to the counties.

The process requires:
,/ Identification and verification of assets and liabilities in all 49 joint loan

boards.

./ Ascertaining the financial position of the JLB
,/ Evaluating the current position of the management of the board

Achievements

i. Pilot Audits of JLB were conducted in Kiambu, Nakuru and other Counties

ii. Verification frameworkdeveloped

iii. Sensitization of county staff on JLB operations

iv. Conducted a Capacity Building forum of County Secretaries on JLB

operations

v. A technical Committee constituted to fast-track the transfer process

vi. Develop a data collection form for identification and verification of JLB

Assets and liabilities

6. Provide technical assistance to the counties on trade related

matters
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The Constitution of Kenya, 2OlO advocates for Cooperation between the two
levels of government through capacity building and provision of technical
assistance to the counties in order to develop their own county specific trade
initiatives that are anchored on national framework.

Achievements in FY Z07-gl201-g

'/ The Department has developed Draft County Engagement strategies for
each County.

'/ Held 1 consultative forum with GECM and coc to create syners/.
'/ Held five outreach programmes in Hombay,Bomet ,siaya, Vihiga and

Kakamega counties

7. Strengthening Business Membership Organizations (BMOs) in the
Trade Sector

BMOs are a vehicle for implementation of policy reforms and improvement of the
relationship between the public sector and the business community. The
Government recognizes their positive role in promoting SMEs through their
advocacy role, promoting members' access to markets and other support
services. In light of this, BMOs become the ideal platform to enhance SMEs
competitiveness so that they can exploit the opportunities presented in the
export markets.

Achievements

'/ Held 3 consultative forums with the Private Sector in Mombasa with East
African Tea Trade Association (EATTA), KNCC&I- Nairobi.

'/ Draft Tool for monitoring the performance of BMos developed in
collaboration with the Counties.

8. Promoting cross- Border sME trade through capacity building
cBTAs and cBTCs in key border points on importance of cross
Border Trade
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Cross border trade in East African Community (EAC) is primarily informal which

directly or indirectly escape from the regulatory framework and often go

unrecorded. It plays a role in promoting regional integration through small scale

trade, income generation for households and offering employment opportunities

for youth and women who are the majority cross border traders. Therefore, there

is need to strengthen Cross Border Trade Associations (CBTAs) and Cross Border

Trade Committees (CBTCs) to enhance their capacity in supporting cross border

traders.

Achievements

The Department participated in the Kenya

Administrators /
Commissioners meeting.

Uganda Cross Border

9. Oversight, Administration and Enforcement of the Local Content
Policy

According to the Executive Order No. 1 of June 2OL8, the Oversight,

Administration and Enforcement of the Local Content Policy is under the State

Department of Trade.

However, by the time the Executive Order was out the World Bank had funded

the development of the Local Content Policy under our sister department

Industrialization. It was agreed that the State Department for Industry be

responsible for steering the Committee in charge of developing the Local Content

Policy. The State Department for Trade was charged with the development of the

Local Content Guidelines as they await the finalization of the Local Content

Policy to guide development of Sector Specific Regulations.

'l!
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Achievements

Local Content Policy
Draft Local Content Policy has been developed through the World Bank funded
Kenya Petroleum Technical Assistance Program (KEPTAP) under the stewardship
of our sister Department of Industrialization.

Local Content Regulations

'/ The State Department identified and prioritized 13 sectors in the
development of sector guidelines/regulations. The list of the sectors is
shown in footnotel

'/ Through the support of Kenya Association of Manufacturers (KAM) and
the Business Advocacy Fund (BAF), draft guidelines for ten sectors was
developed and awaits stakeholders' engagement and approval.

'/ Work on the remaining sectors has been delayed due to lack of funding.

10. Promoting rmplementation of Buy Kenya, Build Kenya (BK-BKI

The Buk Kenya Build Kenya is administered by the State Department for
Industry. To support the Buy Kenya -Build Kenya Stratery HE, The President
demonstrated commitment in March, 2OI5 by issuing a Presidential Directive
that all Ministries, Department and Agencies (MDAs) set aside a minimum 4Oo/o

of their procurement budgets to the exclusive consumption of locally produced
goods and services. The State Department for Trade (SDT) was mandated to
receive, compile and monitor compliance to this Directive.

I Sectors prioritized in the development of sector guidelines/regulations include: Automotive and
accessories; Textile and Apparel; Plastic and Rubber; Timber, Wood and Fumiture; Chemicals
and Allied; Electricals and Electronics; Agro-Processing (Food and Beverages); Pharmaceuticals
and Medical Equipment; Metals and Allied; Building, Construction and Mining; Paper and paper
board; Leather and Footwear; and services.
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The SDT has been receiving quarterly reports from MDAs and compiling

compliance reports. The uptake of Presidential order is still low, only 143 out of

about 446 MDAs reported during the 2Ot8l19 FY and only 38 out of 84 MDAs

who submitted comprehensive data met tlrre 4Oo/o threshold representing about

45o/o. Hence the need for enhanced sensitization to be undertaken

Summary of 4Oo/o compliance

Compliance on Procurement Threshold of at Least 4Oo/o

of Budgetary Allocations

MDAs that met minimum 4O

Vo

38

MDAs that did not meet

minimum 40 o/o

46

Total No. of MDAs that
provided sufficient

information

84

The total number

institutions expected

submit the reports

of

to

447

Achievements

'/ Quarterly and annual compliance reports have been prepared since

2Ol7 118 FY to date.

./ A number of recommendations have been proposed to improve compliance

by MDAs

,/ Draft Cabinet Memo has been prepared on recommendations proposed
to improve compliance by MDAs

11. Promote the Growth and Development of the Retail and

Wholesale Trade Sector
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Market Space Allocation and Market Management

'/ Develop guidelines for market space allocation and market management

'/ Share the draft market space allocation and market management
guidelines with relevant stakeholders and fast-track the completion of the
document for implementation.

Wholesale and Retail Sector
The Kenya vision 2030 envisaged a better and more inclusive wholesale and
retail trade sector

The 2O3O vision for wholesale and retail trade is to move towards greater
efficiency in the country's marketing system. The flagship projects are:

. Creation of at least 10 wholesale hubs and

' Building of at least 10 'Tier 1' retail markets (starting with a pilot project
in Athi River);

o |,ooo - 1,5oo PBGs (starting with a pilot project in Maragua, central
Province to be extended to other regions.)

Achievements

Engaged the State Department for Public Works on the development of pilot
design and standards for the wholesale Hubs and Tier 1 Retail markets

Market designs and standards already developed and topographic assessments
undertaken to guide processes of market development

Sensitized the counties on designed standards of the wholesale Hubs

Created 1250 producer business groups and identified the constraints and
proposed interventions.
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l2.Operationalize the Kenya National Mutti Commodities Brchange
Limited (KOME)I(I

The Kenya National Multi-Commodities Exchange (KOMEX) is a platform that
links producers to consumers. It is expected to address the supply chain
inefficiencies by providing a platform through which goods can be traded.

KOMEX Project is part of the Government's Big 4 Agenda on food security and

manufacturing. The SDT is leading the process towards the establishment of
KOMEX to enable the trading of standardized commodities. It is also designed to

promote agriculture and mining sector in the country through structured
trading.

A multi stakeholder steering committee and task force is in place to enhance

coordination between the public and private sector actors.

Achievements

Assessment of National legislations

'/ Assessment completed and miscellaneous amendment bilt submitted to
AG's Oflice for consideration, drafting and onward submission to the

National Assembly. :'.

Development of Regulations for the Commodity Exchanges

,/ Finalized Commodity Markets (Capital Markets) Regulations 2019.

Development of Warehouse Receipt System

r' Draft Warehouse Receipt System Regulations 2019
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Office space for KOMEX

'/ Office Space secured at the KIBT Parklands building.

Operationalization of the Board

'/ Interim board in Place. Board composed of Principal Secretaries for
National Treasury, Trade, Cooperatives, ICT and CEO NSE.

KOMEX Capitalisation and Funding

'/ 4 Financial institutions expressed interest and committed to invest 265
Million.

,/ 4 More institutions have expressed interest and yet to commit.

'/ Phase 1 (Roadshow) for Farmer Cooperatives, associations, unions and
value chain actors conducted in December 2olg.

Development and Roll-out of Modern Market infrastructure (MIS) for
Commodities in each County

,/ Procurement process for the Technolory suite initiated
,/ Tender awarded

Application of License

'/ Application process initiated through request for the requirements from
CMA.

,/ Mock application done as pre-application for license.

WEIGHTS AND MEASURES DEPARTMENT (CHALLENGESI

1. Lack of Standardization

The counties consider the Department as one of the revenue streams and
therefore more concerned about revenue collection as opposed to
standard ization of Trade equipment
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2. Management Issues/Regional Politics

Most counties are appointing non-technical people to head the Departments who
lack the technical know-how and qualifications to efficiently and effectively
deliver the mandate of the Department

3. Inadequate Technical Stalf

The county offices were opened without enough technical staff to man them. Due
to that, a number of offices are headed by officers who are not fully qualified as
Weights and Measures Inspectors. This is therefore undermines the professional
conduct in service delivery.

4. Inadequate Standards and Testing Equipment

Most count5r offices lack the basic tools of work. The few equipment owned by
the National Government in Twenty one (21) regional offices were distributed in
forty seven (47) counties hence insufficient. Most counties have not bothered to
purchase the Legal Standards for use by the officers. This is therefore implies
that a number of essential areas are not covered.

5. Lack of capacity building for Staff

Counties basically lack funds for continuous technical training to meet the
dynamic demands of Legal Metrologr Services

6. Low Staff Morale

This is basically due to stagnation. The counties are not implanting the scheme
of service for Weights and Measures officers. The criteria for promotions is not
defined

7. Insuflicient or lack of Budgetary allocations

Most counties have a challenge of performing the trgal Metrologr work due to
lack of financial support from the Regional Governments despite the same having
been factured in the county Budgets
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8. Lack of Technical Regulations

In many areas meaning that many areas requiring Legal Metrologr are not being
covered e.g electricity meters, Water Meters, Gas meters, speed guns amongst
others

9. Political Interference

This is more pronounced on enforcement. Once an offence has been unearthed;
there is lobbying to ensure that no Legal processes are initiated by the officers.
This encourages infringement of the laws enforced by the Department.
Compliance can only be assured without political manipulations

1O. Lack of proper Metrology Infrastructure for dissemination of
Measurements for Trade

To promote trade, counties should come up with proper Legal Metrologr
Laboratories linked to the National Laboratory to enhance traceability. This has
not been possible

11. Lack of Uniformity

The aim of Legal Metrologr is to come up with a uniformity in Standards. It is a
reality that a number of counties are coming up with Legislations on various
equipment that will kill the spirit of uniformity hence standardizations.
Same/similar equipment should be treated similarly in whichever part of the
country that are located. This can only be achieved through a centralized
control.

12. Bi-Annual Calibration Programmes

Most counties do not submit their standards for this exercise. This implies that
there are no standards for use. The Law requires that standards should be
submitted for the Bi-Annual Calibration to maintain their accuracy. Once this
is not done, that remain to be just equipment and not standards hence their
usage can be challenged in a court of Law

13. Kenya is a signatory to International Conventions on Standardization. In
current scenario, resolutions of such meetings cannot be considered to the
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county level since the county have the trend of making their own laws
their own priorities this has a serious setback on regional integration
EAC and the Continental Free Trade Area (CFTA)
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REPORT ON KENYA CONSUMER PROTECTION ADVISORY
COMMITTEE FROM 2013-2020

The Kenya Consumer Protection Act, 2012 was assented to on the l3th December,
2012 and became effective on the l4th March, 2013. The Act provides for the
protection of the consumer and to prevent unfair trade practices in consumer
transactions. This Act is enforced by the Kenya Consumer protection advisory
committee created therein under section g9.

The strategic objective of KECOPAC in the z0l}llg period was to enhance
Consumer protection through several strategies -:

l ' Development of legal infrastructure and capacity to implement Consumer
protection Act-

a. The committee identified 9 sets of rules and regulations to administer
the Act

b. Developed an official LoGo to uniquely identifu KECOPAC
2. Amending the Consumer protection Act of 2012-

a' The committee completed the amendment of the consumer protection
Act to realize the consumer protection amendment Bill 2019

3. Marking rhe World Consumer Rights Day 2019_
a. The committee joined the Competition Authority in marking the day

in Nyeri County
4. Research and Developing of the Annual Status of Consumer protection

Report

a. The committee engaged the research unit of the state department of
trade who did a country wide survey of the status of consumer
protection in 5 sectors of the economy including public Health,
transport, food safety...Report to be released this year

5. Developing a five year strategic plan
a. A zero draft was done and submitted to the planning unit to fine tune

which is now work in progress
6. Developing a consumer protection policy

a. A team from the research unit has been engaged to do the policy
which is now work in progress

7. Develop and promote fair and ethical business practices

a.Trained and sensitized 62 consumers on several vulnerable areas of
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rights violations in Kisii County

b. Mapped and created a database for eleven Consumer rights

and l0 regulatory bodies in the Country

c. Investigation and prosecution of offenders...investigated 5 cases in

d. collaboration with inspectors from Weights and Measures office

ISSUES UNDER ICT

The following two (2) initiatives /achrevements were implemented/realised
durrngthe period in review:

i. Kenya e-TradePortal;
ii. Website for the State Depafiment for Trade

The Kenya Trade Portal ) is an authoritative trade
information platforun designed to provide information on market access
requirements for Kenya exports and imports of goods and services. The portal
provides information on Kenya suppliers of various goods and services. The portal
is operational.

It also provides opportunity for suppliers to post their offers for view by local and
rnternational buyerq and opportunity for the buyers to place orders on posted
offers or any products they may desire to source from Kenya. The portal provides
county trade information runging from products available in a counfy, licensing
rcquirements in counties, wholesale andretail markets as well as licensed retailers
and wholesalers who coul d be targeted by manufacturerc and other traders for
disfribution of goods through their outlets throughout the country.
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The Website for the Department (www.traae.So.ke) was also implemented to
interface the State Department for Trade and the outside world. The website is
operational.

HUMAN RESOURCE MANAGEMENT

Ivlandate of HR Department

i. ldentification and filling of vacant positions in the authodzed/approved
staff establishment;

ii. Continuous staff training and development;
iii. Enhancing staff performance manaqement systems including amongothers

review of job descriptions, staff appraisal andperformance contracting;
iv. Review of the various scheme of service /career guidelines;
v. Staff compensation andwelfare services;
vi. Review of Human resource policies/gaidelines; and
vii. Implementation of the decisions of the PSC (K), MHRMAC, MSPS, rclevant

Circulars and any other aff ecting Human Resources

1. . Authotized Estabhshment

The State Department has an Authorized Establishment of 776 wlth a current
inpost of 378 (54oA being the technical officers).

Officers in SDT56.00%

s4.oo%

52.00%

50.00%

48.O0%

46.00%

44.00%

42.O0%

54.00%

46.00%
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Summary Staff Distribution

S/No Department Aathonz.edEstablishment Inpost

7 Office of PS 1 1

2. Secretary Trade 1 7

3 External Trade 770 101

4 InternalTrade 777 49

5 Weights and Measures 70 28

6. KIBT 163 27

Sub-Total 5r6 207

7 Support Services 260 171

Total 776 378

Note: AChairperson Business Premises Rent Tribunalwas appointed by the Cabinet
Secretary it charge of Trade. However, the operations budgetary proyision is
allocatedto theJudiciary while Personnel Emolument is with the State Department.

2. Recruitment & Promotions

1. Recnritment

The following is an analysis of recruifment in the last fortr years in the technical
departments:

S/No Depattrnent No

7 ExternalTrade 50

2 InternalTrade 24

3 Weights & Measures 10

4 KIBT 3
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5 Trade Research and Policy Analysis 1

60.0o%

s0.00%

40.00%

30.00%

20.00%

10.00%

o.oo%

57.00%

External
Trade

Recrutiment for the last 4 years

27.00%

11.00%
4.00%ll a ,.2%
-

Internal
1'rade

Weights &
Measures

KIBT Trade
Research &

Policy
Analysis

Pending Recruitment

S/No Designation No. of Posts Department Status

1 KIBT Ircturers II 25 KIBT Submitted to PSC for
advertisement

2 Driver III 27 Support Services Sorting out applications.
Awaiting Treasury
concurrence on the
recruitment

3 Senior
Staff

Support 74 Support Services Sorting out apphcations.
Awaiting Treasury
concurrence on the
recruitment
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2. Discipline

The Department is guided by the guidelines provided in the Public Service in
handling promptly the discipline cases. However) one case (here below) hasbeen
pending for the last eighteen years.

Reasons for

casrc delayu
byondsix (6)

months

yLr
determinatior
of the case b1

the Court

3. C-apacity Assessment.

TheDepartment is requiredto carry outTraining Needs Assessment which informs
the annual Trarning Projections. Currently, the department has developed a
Training Needs Assessment Report for the period 2079-2022.

Note: Due to the financial constraints, the department has not successfrilly
implemented all the training projections.

In the Financialyear 20"1,7/2018, only 35% of the officers were trained while
2O18/2O19r21% of the totalnumber of officers beneflted from the training.

s/No Name Designation Nature of the
case

ACTION
TAIGN
(DISMISSED)

Current
Status

1 George
Gathu
Ndirangu

Trade
Development
Officer II

Manslaughter Interdicted
pending the
determination
by the court
of law

Sought
update
from
the DPP

on the
Status
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Officers Trained for the last 4 years
40.00%

35.00%

30.00%

25.00%

20.00%

$.oo%
10.00%

5.00%

o.oo%

201712018 20t8/2019

4. Perform artce lvlartagement

The State Department is guided by the Staff Appraisal Guidelines and the
Performance Contracting guidelines. In the current financial year) 248 offrcerc
have set their targets in the GHRIS while 109 have not set the targets to date.

For the last four yearsl the performance evaluation was as follows:

35.00%

21.00%

rY Total No. of

staff

No. of Staff who duly

completed SPAS

form

No. of officers

evahnted

%of
officers

evalaated

2075/ 2076 444 The Department was combined with Tourism

2076/ 2077 233 181 77 77o/o

2017 / 2078 358 254 204 7Oo/o

2078/ 2079 355 212 99 59
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Graphical representation of the officers evaluated

Evaluation in SPAS system

90.00%

80.00%

70.00%

60.00%

s0.00%

40.00%

30.00%

20.00%

L0.00%

0.oo%

20t612017 201712018 2018/2019

5. Kenya Ttade Remedies dgency
The Agency was established vide the Kenya Trade Remedies Act No.32 of 2017.To
operationalize the Agency, the department has achieved the following HR
activities:

S/No Activity Status

1 Development of HR tools

. OrganizationalStrucfure
o Career Progression Guidelines
. HR Policies and Guidelines

Awaiting SCAC

approval

, Recruited 3 competitive Board Members Gazetted

3 Identified officers for deployrnent to the
agency for initial oper ationalization.

Pending

77.00%
70.00%

59.00%
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ANTI - COUNTERTETT AGENCY

The Anti-Counterfeit Authority (ACA) came into operation inJune 2O1O after the
enactment of the Anti-Counterfeit Act No.13 of 2008.

' The Authority is under the State Department for Trade in the Ministry of
Industry, Trade & Enterprise Development.

' The Vision of the Authority is "A cor.mterfeit-free Kenya".

' Its Mission is (6To Prohibit Counterfeiting througfi. the Promotton and
Enforcement of lntelTecfinl Pnoperty Rights".

ACA's Board
The Board consists of 7 mernbers who are drawn from the private andpublic
sector institutions with a role in combatting counterfeits: -

7) Chairperson (appointedby the CS) - Ms. Flora Mutahi (appointed on
72.7.18).

2) PS, State Department of Trade - Michael OnyancharDirector, Weights &
Measures Department (8.5. 1 7)

3) PS, Ministry of Finance -Joel Bett (12.5.17)
4) Attorney General,State Law Office -Emmanuel Bitta (20.17.14)
5) Commissioner for Customs, Kenya Revenue Authority - Maj (Rtd) Samuel

Kariuki (29.5.18)
6) CEO, KEBS - Dr. Moses lkiara (Ag. MD) . (28.6.18)
7) CEO, Kenya Association of Manufactwrers - Phyllis Wal<raga (Alt. Joseph

Wairiuko).
8) Independent member - vacant

Structurc of ACA

' The Authorify has three core departments andthe ED's officernamely:
1. Enforcement andl,egal Seryices (2 Divisions);
2. Awareness, Research, Policy & Quality Assurance (3 Divisions);
3. Corporate Services (3 Divisions); and
4. ED's office.

. Four regional offices - Mombasa, Kisumu, Eldoret, and the HQs in Nairobi.

. Current staff strength - 173 officers.

ACA's lvlandate
1) Enlighten and inform the public onmalters relating to counterfeiting;
2) Combat counterfeiting trade and other dealings in counterfeit goodsl
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3) Devise and promote tr aining progr ams on comb ating counterfe iting;
4) Coordinate with nationalrregional or international, organizations involved

in c omb ating counterfeiting ;
5) Advise the government through the Cabinet Secretary on policies and

measures concerning the necessary support, promotion andprotection of
intellectual property rights as well as the extent of counterfeiting; and

6) Carry out inquiries, studies and research into matters relating to
courrterfeiting and the protection of intellec fiml property rights.

ACA's Achievements
1) Performance contracing

2.9978
2.8022
2.9981

2.96
3.OI

2.77
2.88

Very good

Very good

Very good

Very good

Good

Very Good

Very Good

2) IPR Complarnts Received & Processed

38

108

206
162
205
185

252
123

240
1,5I9

33

98
202
159

90
748
234

90
218

11272

73

27
36

1,4

39
47

29
22
77

292

186 | Poge

Financial year Composite Score Remarks

2011/2012
2012/2013
2013/20;14
2074/2075
zots/2016
2016/2017

2017 /2018

Financial. Yeax IPRReceived Investigated Prosecuted
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t\ 2012,/2013
tY 2013/2014
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w 2015/2016
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w 2017/2018
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3) Value of Goods Seu;ed & Destroyed

'1,48,886,595.0O

166,809,628.0O

182,618,7 33.OO

21,O,682,97 7 .OO

44,077,359.00

235,O35,826.0O

99,285,929.OO

388,679,244.0O

7rO77,197,3I9.00

2,547,273,5O2.OO

4) FAucahon andP.fuhc Awarcness

1.'1,2,821,O80.00

28,650,636.00

599,165.00

27,682,971.00

298,676,807.00

72,988,594.7 5

16,162,525.00

96,899,462.O0

59,545,643.O0

647 19661893.75

# activities # people reached # activities

300

# people .

rcached

3,000

Over 3rO0O

Over 10,000
Over 50,000

1,000

6,000

4

5

5

5

10

33

5

11

72

8

5

18

450
1,500

1,000

300

21500
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72 2,500

650
1,900

15 15,000

l2|OOO

3,000

7

18

12

22

5) Research

o To-daterAcA has conducted 23 in-house research reports on
counterfeiting.

o Research recommendations uptake from the above researchpapers
stands at 7Oo/o.

Level of Counterfeiting and htbhc Awareness (%)

s
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ACA Contribution to the BA 4 Agenda

Tlrpe of
counterfeited
products

Electronic and
electrical,
beverage and
alcohol,
cigarettes rbottled
waterrfood/food
products, gas,

clothing, shoes,

chemicals

Seeds,

fertilizers,
aSto-
chemicals,
animal
feeds, agro-
vet

Human
medicine,
food stuff,
agto-vet,
aSro-
chemicals

Building
matefials and
rclated
accessories
(cement, locks,
taps, sink,
paint, electrical
cables,
electrical
bulbs)

ACA's Bvdgetzry Allocation

HNAI.ICIAL )aEAR

20to / 2077
201 1 / 2012
2012/ 2013
2013/ 2014
2074/ 2075

2015/ 2016
2016/ 2077

2017 / 2018
2078/ 2019

RECI.]RRENT DEVEIOPMENT

2O2,OOO,OOO

200,067,816
77 2,9511200

772,0511200

158,600,000

237,352,500
225,4O2,000

395,4O2,OOO

382,494,322

36,000,000

59,875,000
20,000,000

56,250,000
12,5OO|OOO

50,000,000

Challenges
7. lnadequate capaclty and geographical distribution of ACA officers
2. Porous borders
3. Weak interagency collaboration
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lnadequate cooper ation by Intellectu al Pr operty Rights owners
lnadequate tr aining of ACA inspectors
lnadequate understanding of IP issues by some Law Enforcement Agencies
Storage and destruction of counterfeit goods
Limited knowledg e by public on issues of counte rf eiting / illicit tr ade
High poverty levels, consumers' attitude & ignorance
. High security risks to operational staff

Conclusion
Kenya's vision is to become anindustrializednationby theyear 2O3O. Enforcement
of intellectual property rights is key in the achievement of this Vision and in
particular the Big Four Agenda: Manufacturing, Nfordable Housing, Universal
Healthcare, and Food Security.

2.4. KEI{YA EXPORT PROMOTION ANID BRANDING AGENCY

1.0 Introduction

In the years 2073 - ZO79 the mandates of export promotion and nationbranding

were implementedby two separate agencies, namely the Export Promotion Council

and the Brand Kenya Board. The Kenya Export Promotion andBranding Agency

(Brand.KE), is a State Cor:poration formed from themerger of the then BrandKenya

Board andExport Promotion Council vide legalnotice no. 1 1 0 of \Olg.The Agency

has the mandate of implementing export promotion and nation branding
initiatives andpolicies to promote Kenya's export of goods and services.

We will briefly highlight the achievements of the two agencies as from 2072 to

the date of the merger in August 2079.

2.O E:rport Promotion Council (EPC)

The performarTce of the Export Promotion Council during the periodunder review

was been consistent and focused. This was demonstrated in the performance

4.
5.

6.

7.

8.
9.

10
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within the Strate gic Plan period 2012-2017 whereby the overriding mandate was

delivered.

A review of the strategic activities that were planned for implementation in the

2072-2017 strategic plan shows that 57.2o/o wos achieved while 47.8o/o were

c arried forw ard to the subsequent Strateg ic Plan.

Most of the activities under first strategic objectivel to increase Kenya's export of

goods and services by 2Oo/o pff year over the plan period were implemented and

attained a success rate of 72.660/o.

2.1 Key Achievements of EPC

During the implementation period of the Strategic Plan, the Council was able to

achieve the following results:

a) Export Training and C.ompliance: Over 5,000 clients benefltted from

business counselling and a total of 21788 existing and potential exporters

trained under the export trade training programmes. 265 enterprises were

assisted to develop new products under the product development and

adaptation programme i.e. value -added agrrculture and livestock, textile

and apparels, metals and aLlied products.

b) Market Information: Outreach and County engagement Programmes were

undertaken in 43 Countiesl trade alert bulletins were circulated bi-weekly

to over 6,000 registered clients. The exporters database regularly updated

upon receipt of updated details and the exporters directory was developed

and is available online categorizedby company / commodity.
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c) IMarket Promotion and Developmenfi Development and implementation of

the annual Kenya Export Development Programme, participation and

facilitatingparticipation of enterprises in various trade promotion activities

andlinl<tng Kenyan exporters to buyers through enquiries received.

d) ResearchandPolicy: Seven (7) market researches were conductedinGhana,

Qatar, Democratic Republic of Congo, Nigeria, Ethiopia, United Arab

Emirates and Angola; and reports on the findings were disseminated to

stakeholders.

e) Risk Nvlanagement and Organiz.ational Processes: The Council implemented

the Enterprise Risk Management Framework; and Maintained ISO 9OO1:

2OO8 certification.

3.0 BrandKenya Board (BIG)

During the Planpenodrthe country witnessed several milestones, which

positively impacted on BKB's mandate. The most importantrperhaps, was the

promulgation of the Kenya Constitution 2o7o, paving way for a period of

economic, political, judicial reforms and soctalreawakening. Specifically, these

havebeen demonstratedthroughgrowth of various sectors of the economy

enhancing confidence in Kenya as a choice destination.

3. 1 Key achievements of BI(B

a) National Identity Building Programmes: The Board developed Citizen

Engagement Programme to inspire the citizens to be proactive in changing

the national identify, improve the levels of pride, patriotism and social

cohesion amon9 Kenyans. The critic al component of this programme was

the special Youth Attitude Change Initiative whose main objective was to

facilitate interaction with the youth and inspire them to be proud and
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patriotic about Kenya. Some of the projects achieved under this programme

include: Youth Attitude Change-Zinduka; Dissemination of National Values

and the National Youth Summit. BKB also developed and rclled out an

internal communication campaign: ('Nitakuwepo" that was designed to

appeal to the hearts and minds of the citizens, and enhance the levels of

pride, patriotism and social cohesion. BKB will continue driving such

initiatives.

b) The Brand Master Plan: BKB completed the development of the Kenya

Brand Master Plan, a national strategy document that outlines how to

address issues of Kenya's image and identity. It provides strategies to

position Kenya both internally and externally as a leadingglobalbrand.

c) Mark of Identity for Kenyan Goods and Services: The Kenyan export

products and services have continued to have immeasurable impact on

marketing Kenya and contrlbuting positively to the country2s image. Kenya

is highly regarded as a source of high-quality products such as coffee,

tea, flowers and a host of horticulfi;.ral products. To exploit these

attrlbutes, a "Made in Kenya BrandMark" for Kenyan goods and services

wa s developed.

d) public Service Branding: The image of the Government is a crrtical part

of nationalbranding. In this respect, BKB developed aBranding Strategy for

the Public Service, which is expected to inculcate a "uniform look and

feel" within the Public Service.

e) Town and Cities (Later renamed Counties) Branding: To sustain rnculcate

the brand image building process across the country, BKB held county

branding forums in all counties. The counties are expected to develop and

implement their own county branding initiatives. and

0 Inter:national branding initiatives: BKB undertook various international

branding initiatives to improve the country's image internationally. These

included working with Kenya's Diaspora,participating in sporting events
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with high impact on the country's image and investment progra,mmes to

altract [DIs.

3.2 Clwllerges and lessons learnt during the implementation of both Strategic

Plans under the Export Pnomotion Council andBrandKenya Board

Some of the key challenSes and lessons learnt daring the previous strategic plans

period include:

i. Vrr,aeq;uite furtding: The two organizattons have for the past years received

inadequate funding to aid them inrcalization of their mandates.

ii. Multi-sectoral framework apprcach: Branding was a new concept that

required multi-sectoral framework approach and participation of multiple

stakeholders was the key challenge.

iii. Kenya's Patriotism - Patriotism is the devotion to vigorous support for and/ or

feeling of pride for one's country. These feelings rclate to one's own homeland,

including historic, political, cultural, or ethnic aspects. Kenya is ranked 22nd

among 47 countries in the Sub-Saharan Nrica region, and its overall score is

55.1, making it the 130th freest country gLobally in the 2079.

iv. Kenya's llappiness hndex - The 2019 survey released by the Sustainable

Development Solutions Network, Kenyans are rankedthe l Tthhappiest in Sub-

Saharan Nrica and 727 globally with (4.509) points out of a possible score of

10.

v. Effects of Devolved Govemment System and Apprecialton of Cities /Towns

Ranking: Amajor challenge experienced as regards Town, Cities and Counties

branding2 was the fact that the devolved government system necessitated the

rethinking of the earlier engagements with the local authorities. Noting thatthe

County Sovernment structures were still being establishedrthe program faced

alot of delays and challenged.

vi. Lack of fhamework for adoptron of Rebranding the Public Senrice: Rebranding
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of the Public Service faced slow restructuring and rcforrns in government and

led to delayed adoption due to lack of an adoption framework. It was

observed with satisfactionthat Public Service rebrandrng is possible and

acceptable. There is also need for enhanced adoptton and implementation to

achieve the desired rebranding i.e. mainstreaming it through the performance

contracting system.

vii.Kenya's Diaspora and Forging Professional Alliances and Networks: On the

diaspora involvement in theproject, it was noted thatKenya's Diasporaiseager,

enthusiastic, and presents a major untapped potential. There is need to form

alliance s and netw ork with existing diasp oru professional assoc iation s.

viii. hreffective Coordination of MDAS and Stakeholders in Pnomoting the

Internationallmage: It was observed that ineffective coordrnation of activities

involving many MDAs andstakeholders remaineda key challenge in promotion

of lnternational Br anding with focus to image and p erc eption. The refore, ther e

is need to enhance rupport and networks with relevant international

stakeholders.
;l

ix. Pain Areas hindering Development and Growth of Exports: the following pain

areas were identified and needed maximum attention; HiSh Cost Business

Environment; Local Restrictions and Regulatory Requirements; Value Chain

Wealuesses and raw materials inadequacy; Infrastructure Challenges; Market

Competition and Terms of Trade; Inadequate market Information and

Promotion; Stringent standards in the International Markets; and Slow adoption

of Technology.

195 | P o g e



4.ob FORIVIATION oF THE KEI\ryA HGORT pRoMorIoN Ar{D
BRAT{DING AGENCY

4.1, Baclqground

The Kenya Export Promotion and Branding Agency (Brand.KE), is a State

Cotporation formed from the merger of the then Brand Kenya Board andExport
Promotion Council vide legal notice no. 1 10 of 2079. The Agency has the mandate

of implementing export promotion and nationbranding initiatives and policies to

promote Kenya's export of goods and services.

4.2 BrandKX's role in National Development:

The Country is implementing the Vision 2O3O andthe Big Four Agendathat seeks

to transform Kenya into a newly industrialized economy at upper middle-income

economy. Towards this, Kenya seeks to grow her exports by 25o/o to enable

manufacturing sector grow to 75o/o share of gross domestic product. The Kenya

Export Promotion and Branding Agency therefore seek to promote the Kenya

Country Brand and influence 6.50/o annual growth of exports in an effort towards

attainment of the 25o/o annual growth of exports enshrined in the lntegrated

National Export Development and Promotion strategy (INEDps).

4.3 Sfrategic focus of BrandKE

To maximize on opportunities arising from the global economic environment and
to appropriate the values from internationaL trade, BrandKE proposed

intervenfions through the following four broad value streams for strategic

objectives;

a) To develop, diversify andbrand Kenyan export products

b) To develop and diversify Kenya's export markets
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c) To manage the lmage and reputation of the Kenya brand.

d) To strengthen the institutional capaclty for Brand.KE to deliver on its
mandate.

These strategic objectives arc implemented through a number of strategies as

enlisted below:

1. Undertake Product Research and supply surveys for Kenyan products

2. Engage rcgulators and stakeholders to address supply and demand side

constraints.

3. Enhance the value proposition for Kenya2s prioritized Products

4. Eacilitate product adaptation to meet market requirements.

5. Advocate for registration of Kenyan products tnder geographical

indications.

6. Undert ake market surveys/researches.

7. Leverage on technology and innovation for market access, distribution and

promotion.

8. Partner with agencies to establish distribution systems regionally and

internationally

9. Organize, coordinate and participate in trade promotion activities.

10. Negotiate for market access andremoval of trade barriers.

1 1. Establish andstrengthen commercialrepresentation in selected export

markets via rccruiting and deploying Commercial Attaches.

72. Advocate for the Establishment of financial facilities for promotion of

Kenya's exports.

73. Creation and rctention of Kenya brand visibility

74. Foster national pride andpatriotism

15. Harmonize Government visual Identity Systems

16. Enhance stakeholdermana1ementrmediarelations andpartnerships

77. Enhance the corporate image for Brand.KE
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18.

19.

20.

21.

22.

Enhance human resource capacity development

Strengthen business processes

In stitutio nalize re sourc e mob llization

l,egal, compliance and good goyernance

Enhanc e stake hold er r elation s hip and manage ment

.i !r

5.0 KEI\IYA'S EXPORT PERFORMANCE

Kenya's totalexport of goods Srew rnvalueby 3.2'/o from Kshs. 594 billionin2017
to Kshs. 613 billion in 2078 while imports grew by 2o/o from Kshs. 7.73 trillion in
2077 to Kshs. 1 .7 6 trillion in 2078. As a result, the balance of trade deficit rose by
l.4o/o from Kshs. 1 .1 3 trillion in 2077 to Kshs. 1 .1 5 trillion in 2018 as is shown in
the graph below.

r(ENYA'S TRADE TRENDS (2OO7-2O18)
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Source: Kenya National Bureau of Statistics, 20I9

The major export products in 2018 include d tea, horticulturc, articles of apparcls,
coffee, and titanium ores. The share contribution by top ten products and top 20
products accountedfor about 640/o and 72o/o sharc of merchandise exports in 2078
and 2019 respectively.
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All other products
36.1%

Articles of plastics
l.2Yo

Phamaceutical
products

L.7%

Essential oils
L.9%

Articles of apparel

lron and steel
2.0%

Tobacco products
23%

Titanium Ores
2.5%

coffee5'5%
3.8%

I

Source: Kenya National Bureau of Statistics, 20I9

In 2018, the top five export destination markets were: IJganda, Pakistan, USA,
Netherlands and United Kingdom which accovnted for 42o/o of Kenya's total
exports. Exports to Uganda grew slightly by 0. 7o/o from Kshs. 61.8 billion in 201.7
to Kshs. 61.9 billion in 2O18; while exports to Pakistan decreasedby 7.3o/o to Kshs
59.4 billion in 2078 from Kshs. 64.7blllion in 2077. Kenya's exports to USA went
vpby O.2o/o from Kshs. 47.27 billion in 2018 up from Kshs. 47.34 billion in 2077.
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% SHARE OF TOTAL EXPORTS BY COUNTRY !N 2018

UNITED STATES OF
AMERICA

7.7%
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DR.CONGO
2.5%

(i

RWANDA
2.9% UNITED ARAB EMIRATES

5.7%EGYPT
3.30/" 4.9%

TANZANIA

Source: Kenya National Bureau of Statistics, 2019

The Kenya brand has ranked relatively well overtime as measured on various
nation branding metrics. Fufure Brand ranks Kenya 63d in 2019 in terms of
perception strength, among the World Bank's top 75 counfries by GDP, having
improved 2 places from 2O7 4 and 1th in Nricabehind South Nrica,Ethiopia,Egypt
and Ngeda.

Brand Finance ranked Kenya the 72"a most valuable Nation brands with abrand
value of $52 Billion in 2078

The Word Economic Forum's (WEF) Global competitiveness report puts Kenya at
95th in 2079 haing dropped 2 places from z)l&.In the World Happiness Index,
Kenya improved 3 places to rank 727't in 2Olg.
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6.0 CI.JRRENT ACTTVTTIES BEING UNDERTAKEN UNDER THE BRANDKE
ANNUAT WORK PIAI{ ZO19 / 2O2O

The Annual Workplan was developed basedon the focus areasplannedfor the first

year of the strategic plan. Implementation is currently in proSress with the

following activities having been undertaken.

1 . Development of Strategic YTan and Workplan 2Ol9/ 20 - The draft Strategic

Plan has been completed and is currently undergoingpublic participation

as per the requirements of the Constitution.

2. Ex:pDubai2O2O - Planning for this activity has been ongoing with various

pre-exhibition activities. Thetrade promotion event scheduled to commence

in October 2O2O and will be executedfor six months.

3. Trade Mission to Germany and parttcipatton at the fkuit logistica 2O2O,

Jarutary 31 - febnsary l1,r 2O2O, Berlin Germany

A trade mission was undeftaken in Germany where the Kenya delegation

tnteracted with various stakeholders and business Associations in Germany

with a view to tie up trade, network and deepen trade partnerships in

Germany and the EU market as a whole

A total of 48 companies in the fruit andvegetable sector participated in the

Fruit Iogistica trade fair and their participation was coordinatedby; Kenya

Export Promotion and Branding Agency (BrandKE) and the Horticultural

Crops Dtectorate (HCD), the Fresh Produce Exporters Association of Kenya

(FPEAK) and the Fresh Produce Consortium (FPC) and the Kenya Embassy

Berlin, Germany. The final report on the participation will be presented in

due course.
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4. Organrsation of trade promotion activities in Ethiopia- Activity ongoing, an

Ethiopia trade fair andbazaar is scheduled to be held in Moyale (Kenya /
Ethiopiaborder) on I lrh March ZoZowlth the objective of promoting cross

border trade between Kenya andEthiopia.

5. Organisation of fiade promotion activities rnTanz.ania - Activity ongoing,

consultative meeting held in Nairobi on February l Tr 2020toplanthetrade
mission andbusiness forum to Tanzania in June 2020. An advance team is

currently in Tanzania sefting the ground for a successful trade mission in
various cities in T anzania.

6. Organisation of trade promotion activities in the USA - The agency is

scheduled to participate at the Speciality Coffee Trade Fair scheduled for
April 23 - 26, 2o2oinPortland Oregon, USA. A business forum will be held

on the sidelines of the exhibition to promote trade and investments between

Kenya and USA.

KEI{YA NATIONAT TRADING CORPORATION

7.1 The Kenya National Trading Corporation is a State Corporation
established in 1965 with the ortginal mandate of Nricanizing
wholesale and retall trade. Over the years, the Corporation has
adapted to various market changes as a result of legislations and
market dynamics. In November 20 10, the Corporation's mandate was
once again expanded and reviewed to enable an effective response to
the needs and rcquirements of government, businesses, the citizenry
and other stakeholders.

'tl
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1,.2 TTIE MANDAIIE OT KNTC IS TO;

i) Participation in the promotion of wholesale/rctall business and e-
trade in line with Vision 2030, The Medium term plan and the
parcnt Ministry's strategic plan.

ii) Improving and strengthening the supply chain and drstribution
systems for both the formal and informal sector.

iii) Becoming a Procurement and logistics Agent for the Government
and general public at a minimal fee.

iv) Stabilization of consumer commodity prices by ensuringbalance in
supply and demandby ensuring avallablllff of stocks/goods in the
country

v) Partnership with keyplayers to avail relevant products/input for the
agricultural sector.

vi) Promotion of the development of SMEs markets, expansion and
diversification of trade in line with the Government Policy.

vii) Participation in the distribution of goods and services in special
economic zones.

viii) Setling up tradinghouses in export markets

I.3 CURRENT OPERATIONS

i)
ii)
iii)
iv)

Retail & Wholesale distrlbution of goods through depot network;
Warehousing;
Transport and Logistics Business; and
Provision of Procurement Agency Services to Government
Instifutions.

2.O DISCHARGINGTHEPROCUREMENTAGENCYMANDATE

2.1 The Corporation has been executing and implementing the mandate
since 2070. In order to rationalize its benefits and optimize the
mandate,, KNTC has been seeking collaborative support from all
MDAs; to patronize goods and services distributedby KNTC.

2.2 In discharging this role, KNTC has entercd into procurement
partnerships with various MDAs for procurement, supply and

'delivery of assorted goods and services on credit. However, some of
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these engagements have resulted in accrual of trade receivables after
the concerned institutions negated on the mutually agreed terms of
engag4ement.

2.3 The challenge of collecting the outstanding sales proceeds of Kshs
13.5 Million continues to affect the Corporation2s tradingoperations
since the \Mithheld amounts could notbe rccoupedbackinto business
nor used to settle suppliers'claims for the goods sold.

2.4 To ring-fence the corporation's interests and prevent further
exposure, KNTC has embarked on aggressive debt collection exercise,
suspended all ftade engagements with the concerned MDAs and is
now vetting new entrants to avoidrecurrence of the problem.

WAREHOUSING BUSINESS

3.1 The Corporation hasbeencarryingout warehousing business through
leasing out of storage facilities for generation of rcntal income. The
Corporation has also encountered a challenge of collecting rent from
its clients. For instance, Uchumi Supermarket Ltd (USL) has
accumulated rent arrears of Kshs 47 Million thus adversely affecting
the Corporation's operations and ability to service its obligations to its
business partners.

3.2 The Corporation has on numerous occasions rcached out
unsuccessfully to Uchumi Supermarket Ltd (USL) to streamline rent
payrnents.

4.O PROMOTION OF WHOTESAI"E AND R TAIL TRADE

4.1 The corporation's mainfunction is to strengthen the supply chain
and enhance distribution systems for the nation.

4.2 To execute this role the corporation over time developed a depot
network through which essential commodities are distributed.
Apart from being good commercial outlets, most of the
Corporution's 11 depots are located in high potential agrtcultaral
areas and are utilaed in serving Kenyan farmers to boost
agrrcultaral output.

3.O
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4.3 Cur:nent depot Network;

1.
2.
oJ.

4.
5.

6.

7.

8.
10.

Nairobi
Nakuru
Kisumu
Eldoret
Karatina
Kitale -
Wote -
Machakos -
Meru -

- KNTC
- KNTC
- KNTC
- KNTC
- KNTC
I.eased
Leased
I.eased
l-e,ased

owned
owned
owned
owned
owned

The Corporation distributes in bulk a wide tan1e of high quality
products including:
Sugar;
Rice;

Magadi soda products;
Farm-inputs;
Cement;
Pipes and Prpe fittings;
Building Materials;
Hardwares;
Plastic wares;
Special Governm ent requirements; and
Various pr oducts / r aw materials man ufactur ed by MSMEs.

5.0 APPRO\/ED KNTC TRANSFORTVTATION pROpCTS:

7. The Kenya National TradingCorporation has six projects aligned to the Government's

Manufacturing, Food Securrty and affordable housing pillars under the Government's

'Big Four' lgenda.

8. These are:

1. Provision of collateralmanagement & warehousing receipting
servrces;

2. Upgradation of existing warehouse infrastructurel
3. Construction of new warehousesl

4.4

o

a

a

o

o

a

o

a

a

a

o
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4. Establishment of Region al Trading Housesl
5. Establishment if SME aggregation Centre;
6. Establishment of Common-User Cold Storage facilities; and
7 . Nfordable Housing Project.

5.1.1 PROVISION OF COTIATERAL MANAGEMENT & WAREHOUSE

RECEtrTING SER\NCES

5.1.2 The National Commodities exchange offers KNTC an important

platform to provide supportive services to the agricultural

productiv ity and moder nization.

5.1.3 Six warehouses in Nairobi, Mombasa, Kisumu, Eldoret, Nakuru and

Karatina are set for upgradingandmodernizafion to requfued

international Standar ds.

5.1.4 Modernization project entails removal of the asbestos roofing sheets and

replacing them with iron sheetsl installation of cyclones; equipping with

laboratories; weighing and grading infrastructure among others.

5.1.5 Storage Capacities of the selected warehouses for KOMD(

WAREHOUSE LOCATION srzE (sQ. rIHr)

Nairobi 54,OOO

Mombasa 23,OOO

Kisumu 6,7OO

Nakuru 7,250

Eldoret 4,67 2

Karutina 3,600

Total 991222

5.1.6 ln addition to offering collateral management, KNTC intends to
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provide warehouse receipting services for the upcoming commodities
exchange so as to cushion farmers against huge post-harvest losses

experienced in the country due to poor storage facilities and slump in
prices as a result of glut.

5.7.7 The warehouse receipt could also operate as collaterul for the farmers
in need of loans from partner banks.

5.1.8 This project is estimated to cost IGhs. lOO Million.

5.2 UPGRADATION OT EXISTING WAREHOUSE IMRASTRUCTURE

5.2.7 KNTC has a huge portfolio of warehouses spread across the
country i.e. in Nairobi, Kambu, Mombasa, Kisumu, Nakuru,
Eldoret and Nyeri Counties.

5.2.2 Modernization project entails removal of the asbestos roofing
sheets and rcplacing them with iron sheets; installation of
cyclones; equipping with laboratories; weighing and grading
infrastruc ture among others.

5.3 CONSTRUCTION OF NEW WAREHOUSES

5.3.1 KNTC also aspires to focus on developing modular
warehousing facilities in Counties that will be designated as

agr o processing and manuf acturing centers.

ln addition, some of the warehousing spaces will be used as

holding facilities for distribution of agrtcultlural inputs such
as fertrhzer\ a9ro chemicals among others.

5.3.3 KNTC has parcels of land in Nairobi, Thika, Maragua,
Naivasha, Nanyuki, Bungoma and Kericho where it intends
to develop the additional warehouses.

5.3.4 The development of new warehouses in the various parcels
of landis estimated to cost IGhs. 650 million.

5.3.2
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5.5.1

5.4 ESTABLISHMENT OF REGIONAT TRADING HOUSES

5.4.7 Another project is the establishment of Kenya Export
Houses/Trading Houses in the EAC and greater COMESA
Regions.

5.4.2 Kenya's exports including agriculfitral produce to the rcgional
markets have been declining.

5.4.3 Establishment of Kenya Export Trading Houses in some niche
markets; dedicated for Kenyan goods would greatly improve
exports to EAC and greater COMESA regions.

5.4.4 KNTC has the warehousing expertise to be the Government
Agent in implementing this project that would also act as a
channeltng infrastrucfure for products from SMEs.

5.4.5 Drive small holder productivity by supporting valve additionin
a9ro processing.

5.4.6 This project is estimated to cost IGhs. 30O million;

5.5 ESTABUSHMENT OF SME AGGREGATION CENTRE

5.5.2

KNTC will reorganize some of its warehouses into aggregation
centers for MSME agro-processed products overlaying a
dedicated e-commerce platform in a bid to access local,
r egional and international markets.

KNTC will create market access for horticultural products like
avoc ados, handicr afts, Leather products etc. for the MSMEs.

KNTC will initially aggregate those products in dedicatedPack
houses in Meru and Karatina and source for markets for the
pr o duc e u s ing th e overlay ing dedic ated e - c ommerc e platf or m.

KNTC has identified China Wu Yi as a partner for exporting
avocado into the Chinese markets. KNTC will identify SME
producer groups in conjunction with various stakeholders e.8.
Counties, Horticultural Crops Dfuectorate (HCD), Kenya Plant

5.5.3

5.5.4
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5.6 ESTABLISHMENT OF COMMON USER COLD STORAGE FACILITIES

5.6.1

5.5.5

5.5.6

5.6.2

5.6.3

Health Inspectorate Service (KEPHIS) and Export Promotion
Council (EPC) among others; will profile the capacities and
mobllize quallty institutions such as KEBS tovalidate the quality
of the produce.

In addition KNTC is working with the consulate of Mauritius in
Kenya in order to widen the market access for avocado and
other export products.

This project is estimated to cost IGhs. lOO million.

KNTC plans to establish Common-User Cold Storage facilities in
partnership with various Counfy Governments.

KNTC will identify and install common user Cold Storage
facilities in vafious strategic markets within the country for
farmerc'use to store perishable commodities at a mintmal fee.

This intervention will greatly reduce postharvest losses
rncurredby small scale horticulturalfarmers as they source for
markets.

5.6.4 The estimation cost for this project is IGhs. 300 Million.

5.7 SUMMARY OF APPRO\IED PROIECTS

SN

1

2

3

4

5
6

SN Project Budget Estimates
(IGhs 00o)

Proj ect Brfiget Estimates
(Kshs 000)

Modernization of six KNTC Warehouses in
readiness for the Commodities exchange

25O,OOO

Establishment of Warehousing Receipting
Systems (WRS)

100,000

Refurbishment of warehouse infrastr uctur e 3OO,O0O
of new warehouses to create more
s for MSMEs

Construction
wor

650,000

Establishment of houses 3OO,O0O
Reorganizing KNTC warehouses into
aggregation centres for MSMEs overlaying a dedicated
g:eqrymerce platform

1O0,O0O

Establishment of Common-user Cold Storage Facilities 3OO,O00
TOTALS 2 Billion

7
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6.0 OTHXR KNTC PROIECTS:

6.I AITORDABLE HOUSTNG PROpCT:

6.1.I KNTC is participating in the Technical Committee of the
project;

6.7.2 The Corporation is expected to provide:

6.7.3 Aggregation services for MSMEs to produce doors for the
project;

6.7.4 Iogistics seryices for the doors;

6.I.5 Procurement services for the doors and resell to the
pr oj e ct Contr actors / N CA ;

6.1 .6 Provide bulk quality raw matefials to MSMEs for
production of doors.

6.1.7 The Corporation is currently awaltingthe initial order for
100,000 doors.

6.2 AVOCADO DCORTATTON PROIECT

6.2.1 The Corporation has commenced the registration and
licensing process in consultation with HCD, KEPHIS,

FPEAK and various Counties;

6.2.2 Market linkages are expected from China Wu Yi, HCD,
EPC and Consulate of Mauritius among others.

6.3 IVIARKET INIIRVENTION AI{D DISTRIBUTION OF KEI\IYAI{ RICE

KNTC to anchor Government market interventionary
pr oject intended to enhance market uptake and stem post -
harvest losses of Kenyan Rice mostly produced in
Krinyaga and Kisumu Counties. The Corporation was on
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AT

14th January, 2O2O allocated Kshs. 660 Million vide
Presidential Directive.

6.3.2 The funds are to enable bulk purchasing of all the excess
rice from Kano Plains and Mwea for onward selling to the
Disciplined Forces, Prisons Services and Roarding Schools
among other Government MDAs and Counties.

6.3.3 KNTC procured from farmers 392 tonnes of Mwea rice
and S{tonnes of Sindano rice against the weekly targets
of 28O tonnes and 56 tonnes respectively.

6.3.4 KNTC has negotiatedwith out-sourcedtransporters to lift
rice from Mwea to complement Corporation's owned
transport.

6.3.5 Currently two trucks equivalent to 56 tonnes of rice are
being lifted on a dally basis from MRGM out of apotential
output of 6O tonnes produced dally.

6.3.6 Frame work contract drafted, signed and crrculated to
relev ant state departments.

6.3.7 KNTC has reached out to 21715 Government institutions
as at 9th March r 2O2O.

6.3.8 The Corporation aims to reach a target of 6,392
Government institutions by 31st Marchr2O2O.

6.3.9 Sales worth Kshs g.Zmillion equivalent to T0tonnes sold
to 24 institutions.

6.4 POSMONING OT KNTC AS A DIS]TIBTJTOR OF TERTIUZER TO
FARMER,S

6.4.1 The Government positioned KNTC as distributor of
fertilizer to farmers with effect from Sth March r 2O2O.

6.4.2 Countrywide DAP fertllizer prices were capped to
Kshs.2,30o for a 50 Kg-bag as announced by Agriculture
Cabinet Secretary.
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6.4.3 Stocking of all KNTC Depots is ongoing to enable farmers
access their f ertilizer r equir ements.

6.4.4 KNTC has sold 2p00 bags since Sth March, 2O2O and
more orders are currently being processed for OCP and
Mijingu DAP fertilizer Brands in line with the
Government directive.

6.4.5 More partnerships are being mooted with other
importers/suppliers such as Mavuno Fertilizers, MEA
Fertilizers and Export Trading Group among others to
enhance supply of fertilizer to farmers.

6.4.6 Cereal farmerc countrywide stand to benefit from the
dedicated supply of fertllizer.

7.O CHAU,ENGES HINDERING DELMERY.

a) Inadequate working capital: Though the Corporation has a healthy
asset base in excess of Ksh. 2 blllion, it has a weak liquidity which
hinders itstradingoperations. There is an urgent need to inject working
capital into the Corporution to enable rt trade and achieve profitability
as well as optimally utilize thehealthy asset base.

KNTC being a Comrnercial State Corporation does not receive any
exchequer allocation hence relies on its internally generated income.

b) tong outstandingaccrued debts amountingto Ksh. 14 million to ICDC
loans andKsh.Z4.3 million for landrent andrates.

c) Accumulatedrent arrears of Ksh.44.7 million by Uchumi Supermarkets
Limited.

d) Delays in obtaining requisite Government approvals io allow the
Corporation to leverage on its assets for trade financing.

e) Grabbing and encroachment of Corporation's properties in Nairobi,
Bungoma,Kapsabet andNakurul difficulty in obtaining title deeds from
Ministry of Lands and delayed approval of development planby Kenya
Railway Corporation.
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8.O WAY FORWARD

8.1 The Corporation requires intervention in debt collection;
Governmentbudgetary support of IGhs. 2 Billion to facilitate full
implementation of these transformative projectsl and rn lobbying
for the target projects so as to fully execute and realize its
expandedmandate as well asburldcapaclty for emerging business
opporfunities.

AI{ND( 1: PROPERTY PROIILE

No. LOCATION AREA IN
sQ. IEET

LOCATION KEY HATURES STATIJS

1 Yarrow Rd. KNTC
Complex
Ground & First
Floor

17,784 Nairobi Office Block Occupied

Z Yarrow Rd. KNTC
Complex
Second Floor

8,892 Nairobi Office Block Occupied

3 GODOWN NOs. 1 -
7

82,O9O Nairobi Go - Downs Occupied

4 GODOWN NO. 9-
10

91,656 Nairobi Go - Downs Occupied

5 GODOWN NO. 11-
t2

70,784 Nairobi Go - Downs Occupied

6 GODOWN NO. 14 70,184 Nairobi Go - Downs Occupied

7 GODOWN NO. 15 10 ) 1 84 Nairobi Go - Downs Occupied

8 GODOWN NO. 16 10 ) 1 84 Nairobi Go - Downs Occupied

9 GODOWN NO. 17 10,184 Nairobi Go-Down Occupied

10 Central Warehouse
(cw) No.1 A

3r750 Nairobi Go-Down Occupied

71 CW NO IB 3 )750 Nairobi Go-Down Occupied

12 CW NO. 2 7,250 Nairobi Go-Down Occupied

13 CW NO. 3A 3,625 Nairobi Go-Down Occupied
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74 CW NO. 3B 31625 Nairobi Go-Down Occupied

15 cw No.4 7,250 Nairobi Go-Down Occupied

76 CW NO. 5A 3,750 Nairobi Go-Down Occupied

77 CW NO. 58 31625 Nairobi Go-Down Occupied

18 cw No. 6 7,250 Nairobi Go-Dowrr Occupied

19 cw No. 7 7,25O Nairobi Go-Down Occupied
20 CW NO. B 7,25O Nairobi Go-Down Occupied

21 cw No. 9 36,000 Nairobi Go-Down Yacant

2Z cw No. 10 36,000 Nairobi Go-Dowrr Occupied

23 CW NO. 11A 18,000 Nairobi Go-Down Yacant

24 cw No. 118 18,000 Nairobi Go-Down
25 cw No. 12 36,OoO Nairobi Go-Down

Yacant

26 CW NO. 13 9,600 Nairobi Go-Down Occupied

27 cw No. 14 Nairobi Go-Down Occupied

28 Kitui Rd Warehouse
No. 1

30,000 Nairobi Go-Down Occupied

29 Kitui Rd. Workshop
NoS

6650 Nairobi Occupied

30 Kitui Rd. Office
Block

3295 Nairobi

Workshop &
Office Block

Occupied

37 Railways Naivasha 2,4OO Naivasha Go - Down Occupied

32 Railways Naivasha
Open Space
LRl 1 4/XYr/ 14

Naivasha Open Space Occupied

33 Muran'ga
Township
Maragwa

o.0697
Ha

Mwrar/ga Un developed Yacant

34 Refinery Rd.
Mombasa

,08011 Mombasa Part of the
godown &
office block

Occupied

35 Refinery Rd.
Mombasa

23,OOO Mombasa Part of the
godown &
office block

Yacant
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l36 Thika Godown 5,690 Thika Office block Occupied

JI Thika Plot No. 4 50,305 Thika Open Space Occupied

38 Thika Plot No. 1 40x75m Thika Open Space Occupied

39 Thika Plot No. 2 40x75m Thika Open Space Occupied

40 Thika Plot No. 3 4Ox75m Thika Open Space Occupied

47 Eldoret
LR7789/ 323

2,336 Eldoret Godown Occupied

42 Nakuru Godown no
2

7,250 Nakuru Godown Yacant
)
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