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FOREWORD

Kenya aspires to acquire a globally competitive middle-income country status by the
year 2030 in accordance with the Kenya Vision 2030. However, the country's economic
performance and level of global competitiveness remains low relative to the global
benchmarks. The main factors for this underpefformance include poor technology,
inadequate technical skills and unfavourable comparative trading factors, such as
relative prices of inputs and outputs. Kenya's economic performance has been unstable
since attaining political independence in 1963. The country transited from a high growth
path of more than 5 percent in the 1960s, 1970s and 1980s to a low growth path in the
1990s to early 2000s.

The impressive post-independence growth was anchored on exploitation of the
technological opportunities availed by the Green Revolution in agriculture (high-yielding
crop varieties, feftilizer application and irrigation technology), goodwill by donors,
favourable terms of trade and the optimism expressed by Kenyans to harness its
resources as a free state. In agriculture, which is the mainstay of the Kenyan economy,
the endogenous factors responsible for productivity growth are intensity of fertilizer
use, the extent of improved seed usage, as well as socio-demographic characteristics
(e.9. the education of household decision makers, age and gender structure of the
household) and access to farm credit.

After the turbulent global and domestic economic reform challenges precipitated by
liberalization during the early 1990s and 2000s, economic growth improved from 0.5
percent in 2002 to 2.9 percent in 2003, reaching a high of 7 per cent in 2007 following
on implementation of the Economic Recovery Strategy for Wealth and Employment
Creation policy blueprint. This performance, however, dropped to 1.5 per cent in 2008
following the 200712008 post election violence, but picked up thereafter to reach 5.6
percent in 2010. The Kenya Vision 2030 envisions a growth rate of 10 percent per
annum from 2012 to 2030, anchored on extensive infrastructural and institutional and
socio-political reforms and developments.

Consistent with the country's economic performance, Kenya's multifactor productivity
has been constant at less than one percent since independence. At the same time, the
country's level of competitiveness has been low and declining. In 20L012011, Kenya
ranked position 106 out of 139, just marginally ahead of Tanzania and Uganda but
below comparative African and South East Asian countries in terms of productivity.
Reminiscent of the trends in the country's economic growth and global competitiveness,
Kenya has not been able to create adequate productive and durable jobs to absorb the
country's increasing labour force. Employment creation within the formal sector is fast
dwindling while the informal sector that accounts for about 81 percent of the country's
employment is increasingly getting saturated despite its jobs being precarious in nature.
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The role of productivitr,r ;n promoting competitiveness, employment creation, rapid

economic growth and the transformation envisaged in the Kenya Vision 2030 and the
Kenya Constitution 2010 cannot be gainsaid. Kenya has had many productivity

improvement initiatives in the past. However, these measures have been piecemeal in

nature, lacked focus, w,ere poorly coordinated and hardly implemented, and hence

could not create the desired sustainable impact. Fufther, there has never been a

comprehensive policy, legal and institutional framework to guide and steer productivity

management initiatives in the country.

This Sessional Paper c)n National Productivity Policy presents the paradigm shift
required for productivity management in the country. It contains speciflc and targeted

interuentions, which when effectively implemented, would contribute considerably

towards the achievement of the goals of Kenya Vision 2030 and the Kenya Constitution
2010. Some of the key proposals in the policy include the establishment of a National

Productivity Council (t\lPC) to facilitate inter-sectoral coordination of policy and

programmes initiatives of public and private sectors, and enactment and

implementation of a Productivity Management Act to underpin all the productivity

management effofts in the country.

It is impoftant to point out however, that developing and implementing a policy are two
different things. Achieving sustainable change in national productivity and

competitiveness envisioned in this policy document will invariably depend on the extent
to which the policies are implemented. It goes without saying that effective

implementation of this prolicy is hinged on suppoft, active participation, and cooperation

of everybody and all rerlevant institutions in the country. I therefore call for sobriety,

creativity and innovative: approaches in the process of achieving this noble vision.

HON. SAMWEL KAZUINGU KAMBI
CABINET SECRETARY FOR LABOUR, SOCIAL SECURITY AND SERVICES
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CHAPTER ONE: INTRODUCTION

1.1 Background

Kenya aspires to achieve a globally competitive middle-income country status offering

high quali$ of life by the year 2030. Attainment of this aspiration is hinged on the

country's ability to achieve rapid and sustainable economic and productivity growth.

Productivity is a major determinant of competitiveness as it is capable of driving high

and sustained economic growth, and the transformation envisaged in the Kenya Vision

2030 and the Kenya Constitution 2010.

Productivity is defined as a relationship between inputs and outputs in the production of

goods and seruices. Socially, productivity is viewed as an attitude of mind which seeks

to continually improve what already exists; a belief that one can do things better today

than yesterday and better tomorrow than today.

Productivity is also the efficiency and effectiveness with which factors of production are

combined and utilized in an economically and environmentally sustainable manner to

produce quality and cost effective goods and seruices. Productivity is essential in raising

welfare and a country's level of competitiveness. Higher levels of productivity are

associated with higher economic growth, employment creation, increased incomes,

better use of resources, increased market competition, better working conditions and

high quality of life. This is evident from developed and the newly industrialized

countries of South East Asia that have managed to achieve higher and sustainable

levels of productivity and competitiveness.

Kenya has in the past made several attempts aimed at promoting productivity. Some of

these initiatives are contained in the first National Development Plan (196a-D70);

Wage Guidelines (1973-2005); Sessional Paper No. 1 of 1986 on Renewed Economic
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Grovvth; National Development Plan (1997-2001); Economic Recovery Strategy for

Wealth and Employment Creation (2003-2007); Kenya Vision 2030 and its first Medium

Term Plan (2008-2012). The Kenya Constitution 2010 also puts a case for improved

productivity as a means of attaining high quality of life for the citizens, Article 41 of the

Constitution on the Bill of Rights, for example, provides for fair remuneration and the

right of a worker to reasonable working conditions. Article 230 emphasizes the need to

recognize productivity, performance, transparency and fairness in remuneration.

Kenya is faced with low productivity levels with a total factor productivity index of less

than a unit. Consistent with this, the country's labour and capital productivity indices

were 0,84 and 0.46 respectively in 2009. This is in contrast with the benchmark of a

productivity index of at least 5 for global competitiveness. The implication is that

Kenya's competitiveness is low. For example, Kenya's ranking on global competitiveness

stood at 106 out of 144 in 2012120t3. Kenya is ranked behind Tunisia, South Africa,

Mauritius, Egypt, Morocco, Namibia, Gambia, Algeria, Libya and Senegal in terms of

global competitiveness. Within East Africa, the country is marginally ahead of Tanzania

and Uganda while it lags far behind the South East Asian countries that it aspires to

benchmark herself with.

Generally, productivity has been incorrectly equated to production; that it only benefits

the employers; is applicable to blue collar job workers; that productivity improvement

leads to loss of jobs; and is just a means of working harder. However, productivity is

about efficiency in resource utilization in the production of quality goods and seruices.

Productivity leads to increased production with available resources and also leads to job

creation and retention.

L.2 Scope of the Policy

The policy addresses the multiple challenges impending productivity advancement in

the economy under four pillars namely: productivity culture; labour market

I
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development; technological change and innovation; and institutional and legal

arrangements. The policy also provides a Monitoring and Evaluation mechanism for

effective implementation of the stated strategies and programmes.

1.3 Rationale for Developing a Productivity Policy

Whereas Kenya has implemented several productivity improvement interventions in the

past, the country's level of productivity remains dismally low and is responsible for the

low, unstable and unsustainable economic growth. According to United Nations

statistics, industry value added (as percentage of GDP) had declined from 19 in 1990 to

15 in 2009; against South Africa at 31 and the global best, Singapore, maintained at 35.

Other measures such as consumption expenditure have improved 4 times over the 20

year period for other countries while that of Singapore has increased 7 times. The final

consumption expenditure in Kenya in 2009 compares with that of Singapore 20 years

earlier. The previous productivity improvement interuentions lacked focus, were non-

comprehensive, poorly coordinated and hardly implemented. The country also lacked

policy, and legal and institutional framework to anchor the productivity initiatives and

provide the required impetus for effective productivity management in the country.

This Sessional Paper on National Productivity contains speciflc measures that will be

undeftaken to address the past weaknesses. The ultimate goal is to guarantee

increased global competitiveness, creation of productive and sustainable jobs, rapid

economic Arowth and high standards of living for all Kenyans.
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CHAPTER TWO: SITUATION ANALYSIS AND CHALLENGES

2.L Past Productivity Promotion Initiatives
The Kenya Government has, since attaining political independence in 1963, recognized

the vital role of productivity in promoting economic growth, employment creation,

improvement in the standards of living and overall national development and prosperity.

Several attempts have been made, at a policy level, to improve productivity at various

levels and sectors of the national economy.

The country's flrst National Development Plan, the Wage Guidelines and the Sessional

Paper No. 1 of 1986 all underscored the need for productivity promotion in enhancing

enterprise and organizational competitiveness. The 8th National Development Plan

(L997-2001) put a case for integrating productivity in wage determination. It advocated

for establishment of a productivity centre to champion productivity improvement, and

removal of labour market rigidities and distoftions, especially wage guidelines. The

Economic Recovery Strategy for Wealth and Employment Creation (2003-2007), the

Kenya Vision 2030 and its Medium Term Plan (2008-2012) emphasize the need for

mainstreaming productivity in all sectors of the country's economy. The policy

blueprints recognize the role of productivity in promoting global competitiveness,

achieving high and sustained economic groMh and creating productive and durable

employment opportunities. The policy documents also affirm the commitment of the

Government, social paftners, the private sector and other stakeholders to productivity

promotion.

At the institutional level, the government in collaboration with other social paftners

established (in 2002) the Productivity Centre of Kenya to champion productivity

management activities in the country. This is an institution which is registered under

the Companies Act, Cap 486 and is co-sponsored by GOK, FKE and COTU (K), but it is

grossly underfunded.
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The foregoing initiatives and policy measures did not however, create the desired

impact. The dismal impact was attributed to poor policy design; piecemeal

interventions; weak coordination; and absence of policy, legal and institutional

framework to anchor the productivity improvement initiatives and to provide strategic

direction on productivity management and its suppofting systems in the country.

2.2 Kenya's Productivity Status

Productivity level is an indicator of a country's competitiveness and its prosperity status.

Countries that have embraced productivity practices develop their ability to produce

quality goods and services at costs that meet the test of domestic and international

markets, while promoting and maintaining high standards and quality of life of their

people. In today's liberalized markets, productivity and quality improvements reinforce

each other to become potential sources of a country's socio-economic competitiveness.

At the national level, Kenya suffers from three main problems namely: inadequate

adoption of productivity management standards and practices; lack of knowledge in

productivity and management techniques; and absence of a national integrated

institutional framework for productivity promotion and management. Consequently,

Kenya's productivity level has remained relatively low at a multi factor index of 0.84

compared to the emerging economies of South East Asia whose average productivity

index is in the range of 5. In addition, Kenya's labour productivity index increased

marginally from an index of 1 in 2001 to 2.38 in 2011 as compared to an index of 12.5

for the United States of America,7,6 for Japan and 5.3 for Malaysia.

Kenya's capital productivity improved slightly from index of 0.2 to 0.6 during the same

period. The low capital productivity index for the country implies non attainment of the

optimal equipment efficiency in installed machinery and equipment. Use of obsolete

machinery coupled with mis-match between the skills possessed by workers and those

required by industry, and low adoption of modern technology further explain the
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country's inability to attain desirable levels of overall equipment efficiency. Kenya's low

labour productivity is attributable to poor work attitudes and ethics, non-conducive

working environment, low adoption of productivity enhancing tools, and poor labour-

management paftnerships.

The implication is that the country has continued to be held in a low productivity trap

manifested by low purchasing power, low capacity utilization, limited capital formation,

and sluggish productivity growth, rising domestic prices and unit costs, and spiral

agitation for wage increments. With regard to wage formation, while the government

has endeavored to mainstream productivity in wage determination through issuance of

wage guidelines, the same has not been achieved. This is linked to the fact that labour

market players still do not share similar understanding and conviction about productivity

and its role in driving competitiveness, employment creation and guaranteeing the

interest of investors, employers, employees and their families.

2.3 Economic Growth

Kenya experienced a persistent decline in her economic growth for most of the years

since attaining political independence in 1963. The country transited from a high growth

path in the first decade of independence to a low groMh path up to early 2000s. This

trend was reversed in 2003 when the economy realized a growth rate of 2.9 percent up

from 0.5 percent in 2002. The country's peformance peaked in 2007 at 7 per cent

before declining to 1.5 per cent in 2008. In 2010, Kenya's economy grew at 5.6

percent as compared to 2.6 percent in 2009. The subdued nature of the country's

performance is attributed to low productivity attainments, high cost of production

relative to contemporary countries, limited value-addition and weak competiveness of

the country's goods and seruices. Kenya aspired to scale up its growth rate to 10

percent per annum by 2072 and sustain it at that level for the remaining period of the

Kenya Vision 2030 horizon. Achievement of this goal, however, requires effective

mechanisms for undertaking productivity management.
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2,4 Employment Creation and Retention

Creation of productive and sustainable employment opportunities remains an underlying

principle of productivity enhancement which is in line with improving productivity

without reducing employment in the long run. In Kenya, about 30 percent of the total

formal employment are casual employees who are deprived of long-term benefits of

seruice, which negatively affects employee motivation towards productivity

improvement interventions. The situation is even in Kenya's large informal sector which

accounts for over 81 percent of the country's employment. Jobs in the informal sector

are insecure and indecent, characterized by job insecurity, poor wages and terms and

conditions of employment, absence of institutionalized social protection mechanisms,

weak safety and health standards, low job tenure and lack of representation. This

suggests that informality remains a major productivity trap in Kenya and requires

ta rgeted prod uctivity en ha ncement i nterventions.

2.5 Challenges to Productivity Management

Kenya's low levels of productivity can be attributed to various factors. These include

lack of productivity consciousness and awareness; weak human resource base; weak

labour-management paftnership; poor work environment, and absence of a framework

to guide productivity measurement and compensation. Other factors are low

prioritization of research and development, slow adoption of modern technology, weak

and inhibitive legal and regulatory framework, and absence of a policy and institutional

framework to guide productivity improvement efforts.

2.5.L Lack of Productivity Culture

Presence of a productivity culture in the work force is critical for sustained productivity

growth. However, across the work force, in both the private and public sector,

productivity culture is characterized by poor work ethics as manifested by lack of time

management as well as waste of other resources. In this regard, the majority of the
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Kenyan population including public and private sector organizations is hardly conscious

of the need to understand and appreciate the norms of productivity parameters. Efforts

towards inculcating a productivity mindset have been initiated through the pedormance

contracting initiatives albeit with resistance widely encountered. In many organizations,

the concept is being equated with contemporary exploitive management practices

which is untrue. In addition, there is lack of common vision and understanding of

productivity, inadequate information about improvement approaches, and low levels of

cooperation among social paftners on improvement initiatives with resultant low

prioritization of productivity enhancing techniques. Further, there is lack of integration

of productivity matters in the country's education and training systems, at the formative

stage of childhood which is critical in building national values for a productive future

workforce. Old stereotypes that value office ('white-collar) jobs and gender biases and,

by default, debase technical and manual tasks hamper prioritization of science and

technical education and skills in the education curriculum across the entire education

sector.

2.5.2 Weak Human Resource Base

Effective human resource planning, development and utilization are imperative for

productivity improvement and competitiveness. Even though Kenya has a large pool of

educated workforce, the country's labour force lacks key skills, ingenuity and creativity

required for effective productivity mainstreaming. The majority of Kenyan workers lack

appropriate and relevant skills, with most of the skills being out of tune with industry

demands. At the same time, some of the country's workers manifest inadequate

practical work skills, and are unable to relate and translate theory to practice.

2.5.3 Weak Labour-Management Paltnership

Kenya suffers from weak labour-management partnership. This is manifested in lack of

trust between labour, management and their representatives; non-inclusion of workers

in decision making, poor communication structures and information asymmetry. This
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state of affairs inhibits creativity and innovativeness, undermines commitment and

affects productivity. Hence the priorities and actions of each of the three parties in the

work system tend to be in disharmony and, often, operate antagonistically to the

detriment of the organization's overall objective.

2.5.4 Rampant Job insecurity

Continued employment in a job is a prerequisite for productivity improvement practices.

It creates experience, nurtures employee creativity and harmony, and brings worker

contentment necessary for engaging in productivity improvement. However, a large

proportion of private sector employers engage workers on intermittent, temporary or

casual terms in contravention of the Employment Act, 2007. Because of the latent

threat to employment security, workers 'feel' no need to engage in any productivity

improvement programme. Fufther, any changes or constructive suggestions are

withheld or resisted as workers foresee no long-term beneflts nor 'feel' being part of

the establishment. Job insecurity tends to put workers on their toes all the time, looking

fonruard to exit to other livelihood opportunities while treating their current appointment

as transitory.

2.5.5 Poor Work Environment

The work environment in many workplaces in the country is generally cluttered and

characterized by poorly furnished work stations. This compromises on the occupational

safety and health of workers, which impacts directly on the cost of production,

productivity and quality of working life.

2.5.6 Lack of Productivity Measurement

Productivity measurement is the first step in effective productivity management and

competitiveness. Kenya lacks a robust framework for measuring productivity at

enterprise, sectoral and national levels. Moreover, the country does not have a system

of performance benchmarking and productivity-based reward mechanism that would

el
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induce productivity improvement in all sectors of the economy. This is paftly

attributable to lack of academic training on productivity, a system of impafting life skills,

workplace based productivity training and knowledge on productivity measurement

techniques and integration or mainstreaming of productivity in wage determination. The

challenge of productivity measurement and compensation criteria is also aggravated by

lack of adequate, reliable, relevant and up to date productivity databases. At the same

time, there is no comprehensive framework for formalized collection, collation, analysis,

retrieval and dissemination of relevant productivity indicators. This has led to individual,

ad-hoc and uncoordinated mechanisms for collecting and analyzing productivity data.

Fufther, most organizations, particularly in the private sector, are not willing to release

information to other agencies that is necessary for productivity analysis for fear of

exposing their niche strengths to competitors. Besides, the Kenya National Bureau of

Statistics does not collect all the necessary data required for productivity analysis. This

state of affairs has frustrated efforts towards undertaking effective and meaningful

productivity improvements in the country.

2.5.7 Low Prioritization of Research and Development

Broad based productivity-driven research and development (R&D) is critical for

productivity improvement and competitiveness. Kenya has, for a long time, suffered

from low prioritization of R&D. This has cumulatively led to the current status of low

innovation and inventions. The low prioritization of R&D is manifested in terms of low

funding of R&D activities by both the Government and the private sector. Public

spending on R&D stood at a paltry 0.05 percent of GDP in 2010 which is low based on

the global best practices of a minimum of 1 per cent. At the same time R&D in the

country is mainly undertaken by the Government with little contribution from the private

sector. Further, there is weak linkage between production/seruice enterprises and

research institutions to inform on research needs and a system for disseminating and

absorbing the research output. This means that there is scope to improve in this area

because Kenya is reported to rank at position 45 in the world in terms of innovations.
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2.5.8 Slow Adoption of Modern Technology

Modern technology is one of the enablers of productivity and competitiveness. Kenya's

productivity and competitiveness has been greatly undermined by failure of the country

or its slow pace to embrace new technology, methods, products and processes. The

slow pace in technology adoption is attributed to inadequate institutional capacity to

support adoption and absorption of modern technology; high cost of technology; lack of

information on existing technologies and their potential in increasing productivity and

competitiveness.

2.5.9 Lack of Legal and Institutional framework

Kenya has a tripaftite Productivity Centre that was established in 2002. The Centre is

established as a Company limited by guarantee but operates as a depaftment of the

Ministry of Labour. The legal status of the Centre makes it difficult for it to attract

budgetary resources from the Treasury. It also limits the Government's ability to deploy

the requisite human resources to the Centre. At the same time, the social partners who

jointly established the Centre have been unable to financially support the activities of

the Centre. The operational set up of the PCK as a department of the Ministry of Labour

constrains it in attracting funding, restricts its flexibility in executing its mandate and

lowers acceptability of its outputs by other stakeholders.

In Financial Years 200912070 and 2010/20Lt, the Centre was allocated Kshs 11 million

and, Kshs 28 million respectively with no coritributions frorrt tlre other two social

paftners. Currently, the Centre has a staff strength of nine (9) officers, five (5) of whom

are technical, against an approved staff establishment of eight six (86) officers. As a

result the Centre is constrained in fulfilling its mandate. Despite these limitations, the

Centre developed 15 model companies and trained 150 technical service providers

country wide in the 20L012011 financial year. With an appropriate institutional

framework and requisite fiscal and human resources, the Centre is capable of creating

11 I
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the necessary critical mass of productivity practitioners and packages for productivity

and competitiveness take-off in the country.

2.5.10 Best Practices in Productivity Institutiona! Framework

Countries that have attained enhanced economic growth and competitiveness have

established National Productivity Organizations (NPOs) to spearhead the productivity

improvement agenda. NPOs are formed under different legal frameworks depending on

a country's development level. Countries that have attained substantial strides in

productivity management have had their NPOs given autonomy in their operations in

addition to adequate financial and human resources. These are legal entities established

either through a Decree or an Act of Parliament. These NPOs are either established as

Corporations such as in Malaysia, Authorities as in Australia and New Zealand, Councils

as in India and Mauritius, Centers as in Japan and the UK, Institutes as in South Africa,

Boards as in Singapore, or Development Academies as in Philippines. Notwithstanding

their legal status, these NPOs have had substantial financial suppoft by their respective

national governments despite their huge financial outlays. This underscores the role of

governments in establishing and funding of NPOs. The world over it is proven that

productivity pays; hence the conviction that investing in productivity management

brings over 50 percent net returns to any institution annually.

2.5.11 Productivity Mindset Change

There is a general belief that productivity is un-measurable in the public sector which

provides services, yet productivity is related to quality and therefore plays a key role in

the quality of services rendered which are quantifiable and is therefore measurable.

This policy recognizes that changing the negative mind set about productivity will go a

long way in improving the quality of seruices in the public and private sectors. This will

be achieved through intensive publicity campaigns involving both public and private

sector.
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CHAPTER THREE: PRODUCTIVITY POLICY FOR KENYA

3.1 Introduction

The Kenya government recognizes the critical role of productivity in realizing the

aspirations of the Kenya Vision 2030 and Kenya Constitution 2010. However,

productivity management in the country has to undergo a paradigm shift if it has to

fully contribute in actualizing these aspirations. This policy has been developed through

a participatory process involving the relevant stakeholders as shown in Annex (v).

3.2 Objectives of the Policy

The Government is responding with measures to accelerate economic growth through

productivity growth and high investment. Specifically, the objectives of the policy are

to:

(i) Achieve Kenya's incremental productivity growth of 5 percent per year

from the current level of less than one per cent;

(ii) Move towards improving the country's productivity levels, with the public

and private sector expected to achieve 4.5 and 5.5 percent productivity

groMh per annum respectively as a contribution to achieving the annual

target growth in productivity 1. This is expected to enable the country

achieve its overall real GDP growth target of 10 percent annually as

envisioned under the Kenya Vision 2030; and

(iii) Increase productivity awareness and consciousness level in the country

from the current level of about 1 percent to 60 percent of the population

by the year 2030.

rAnnual labour productivity growth (average of 2007-2011): China lO.5oA, lndia6.2o/o, Vietnam 4.87o, Malaysia
4.0%0, Indone sia 3.6Yo, Thailand 3.3%.
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3.3 Guiding Principles of the Productivity Policy

This policy framework shall be guided by the following principles so as to ensure its

SUCCCSS

(i) Promotion of National values;

(ii) Customer focus by total quality improvements;

(iii) Innovation in Management and Technology

(iv) Requisite investments in R&D

(v) Fair distribution of productivity gains

(vi) Modernization of labour management relations; and

(vii) Employee involvement and human resources development.

3.4 Productivity Management Policies and Programs

Global competitiveness is pegged on 12 pillars which are used to measure comparative

country rankings. These pillars are; institutions, infrastructure, macroeconomic

environment, health and primary education, higher education and training, goods

market efficienry, labour market efficienry, financial market development, technological

readiness, market size, business sophistication, and innovation. Based on these

indicators, Kenya's overall Global Competitiveness Index ranking in 2010-2011 was 106

out of 139 ranked countries.

In recognition of this low ranking, this policy outlines initiatives to be implemented

aimed at improving the country's global competitiveness index. This will be achieved

through the multi-stakeholder involvement in undertaking the interventions specified in

the document and summarized in the implementation matrix. Specifically, this poliry

paper identifies programs aimed at improving the country's productivity at the national

and sector levels, setting standards for benchmarking, and anchoring the Policy as a

flagship project of the Kenya Wsion 2030 as well as its implementation through the 7d

Medium Term Plan (20L3-2017) and annual Peformance Contracts. Fudher, the poliry

'l

l
1
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will adopt a cluster approach to competitiveness which brings together Government,

business firms, research institutions and academic institutions in enhancing productivity

growth, nurturing competitive advantage, enhancing value addition and increasing

international outreach among others.

In recognition of the challenges currently facing productivity improvement, the Office of

the President shall play a pivotal role in entrenching productivity in the public domain.

3.4.L Pillar 1: Productivity Culture

A strong productivity culture in the work force is a key driver for efficient and effective

resource use. To promote productivity awareness and ingrain productivity practices as a

way of life, the Government will spearhead a National Productivity Campaign as a

Strategy to reinforce the productivity agenda in all sectors of the economy.

In addition, the educational system has the greatest potential to mould the citizenry

into a productive workforce through better structural orientation especially at the early

formative stages. The quality of the scientists doing research, the engineers planning

new products and methods, and the managers, administrators and workers operating

enterprises and the public service organizations all depend on the education system to

instill productivity values. Through educational reforms, the Government will integrate

basic elements of productivity and related values in education curriculums to better

prepare children at the formative stage and graduates at all levels, to the realities of a

productive life.

Training programs outside the formal education system play a critical part to
productivity improvement by providing skills to the labour force. The Government will

encourage the mainstreaming of Productivity training in the skills upgrading programs.

3.4.2 Pillar 2: Labour Market Development

The country has a labour force with varying levels of formal education and skills

currently working in all sectors of the economy. However, this labour force is lacking in

1sI
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full commitment, ingenuity and practical skills albeit the theoretical skills and knowledge

earned in schools and colleges. Therefore, the country needs a dynamic labour force

which is creative, flexible, competent, multi-skilled, better informed, technology

oriented, and enjoying job protection and decent employment; critical to the realization

of the full potential of the country's human resource stock.

In addressing these issues, the policy proposes the following: the need by management

to recognize the knowhow, ingenuity, and imagination of employees. As stakeholders,

labour, management, and private investors who commit themselves to improve

productivity should understand the criteria to be used in sharing the productivity gains.

As partners, there is need to develop new mutual cooperative arrangements between

labour and management. In implementing productivity-enhancing changes, there is

need to provide adequate assurance to workers that the reforms will not adversely

affect their job security. Moreover, there is need for the management to improve the

quality of the work environment, recognize and reward appropriately individual's and, or

group's contributions towards productivity improvement.

Reforms in labour practices in public and private sectors are critical in promoting better

internal relations. People-centric reforms enhance managerial and staff capacities

towards improvement of strategic and organizational work environment. Most

organizations work environments in Kenya suffer from bureaucratic, command-like

internal relations between staff and managemenU that are worker unresponsive, not

focused to customer needs and are characterized by many other challenges.

In order to sustain productivity improvement at the firm level, a strong enforcement of

the Employment Act is required to reduce job casualization and increase job security.

The Government shall review labour laws for enhancing firms and employers to improve

their work environment and establish sufficient safety and health standards. The labour

reforms shall focus on integrating productivity improvement and gains sharing

16 I
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mechanisms, labour-management partnerships, and productivity assessments into

existing legal frameworks. The labour law will be reviewed to entrench organized modes

of interaction between management and labour, including their alignment to the

Constitution 2010.

3.4.3 Pillar 3: Technological Change and Innovation

This Policy will support technological change facilitated by the Science, Technology and

Innovation Policy and Strategy. Technological change in this context refers to the total

process through which productivity enhancing innovations are conceived, developed,

and diffused throughout the economy. Therefore, technological advances are critical to

continued productivity growth as they lead to increasingly effective use of factors of

production (labour, capital). Technological change applies to all sectors where it

involves techniques, methods, ideas and products. This requires: first, a strong

underlying scientific base and culture - a continuous improving body of knowledge

through which changes are conceptualized and from which practical applications are

developed. Second, individuals and organizations must have the necessary access to

available technical knowhow and to information on available products and processes.

Third, individuals and organizations should have incentives to develop new products or

to invest in the purchase of new products developed by others; and finally access to

capital resources to finance the development and installation of new products and

processes.

It should be noted that productivity improvement tools are also considered as key

components, which facilitate technological change and innovation since the tools

increase output with the given or reduced inputs. Various forums and consultation

seruices will be conducted in order to transfer productivity improvement tools to key

stakeholders and model companies in the country.
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3.4.4 Pillar 4: Institutional and Legal Arrangement

An effective institutional framework is a prerequisite for successful poliry development

and implementation. The current Productivity Centre of Kenya will be transformed into

a National Productivity Council (NPC) and strengthened to effectively perform its

functions. Within NPC, an institutional framework, in the form of National Committees

on Productivity, to facilitate inter-sectoral coordination of policy and programme

initiatives of the Government and the private sector, will be established. The Council will

drive the public and private sector efforts and enhance implementation of productivity

improvement programmes and offer poliry advice to the Government. The National

Committees on Productivity shall constitute of persons from the Government, private

sector, academia and other professionals who shall co-ordinate the implementation of

the national productivity agenda.

In addition to playing the role as Secretariat to the National Committees on Productivity,

the NPC's mandate includes: promoting productivity improvement and productivity

culture, assisting enterprises in productivity improvement through building their

capacities; acquisition, processing and disseminating productivity information;

facilitating labour-management consultations, act as a catalyst and mobilize in

productivity management; networking with peer organizations and initiate productivity

improvement programme. Fufther, the NPC will establish and maintain an up-to-date

database to provide productivity indicators for benchmarking, and wage compensation

analysis.

Lastly, the Government in collaboration with private sector will develop and table a Bill

in Parliament to transform and strengthen PCK to NPC and provide for the framework of

productivity management in the country. This Act will facilitate the establishment and

sustenance of a more effective institution for implementation, monitoring and overall

coordination of all productivity improvement efforts in the country.
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CHAPTER FOUR: REPORTING, MONITORING &

EVALUATION

4.L Rationale for Effective Policy Implementation and Coordination

Failures in the implementation of past policies and development programmes have

largely been attributed to lack of an effective implementation framework and capacity

gaps. The Government is committed to full and effective implementation of this

Productivity Policy as it presents the surest way through which productivity

improvement, competitiveness, employment creation and rapid economic growth can be

addressed in a sustainable manner in the country. To achieve the outcomes set out in

this Sessional Paper, it is impoftant to have an effective implementation, monitoring

and evaluation framework, to facilitate assessment of progress while at the same time

allowing for learning from any implementation or pitfalls in strategy. This framework,

therefore, envisages a mechanism that provides regular feedback between institutions

and agencies entrusted with the implementation of the policies, strategies and

programmes outlined in this document on one hand and the beneficiaries of such

actions on the other.

The Government fufther recognizes that successful implementation of the strategies

and activities identifled in this blueprint will require involvement and active participation

of virtually everybody and all entities in the society. Key among these are: the social

paftners, the private sector, civil society, Non-Governmental Organizations (NGOs),

Community Based Organizations (CBOs), Faith Based Organizations (FBOs) and

development paftners.

Effective co-ordination is critical in the formulation and implementation of the policy. It

is also a pre-requisite for enhanced monitoring and evaluation. It is recognized that

productivity improvement is the responsibility of all individuals and entities within the
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national economy and cut across all sectors and regions. However, to enhance

coordination and harmonization of efforts, all productivity improvement initiatives will

be coordinated within the framework of the proposed NPC. Effective coordination of

actions and interventions is deemed necessary to exploit synergies, enhance policy

harmonization, streamline the signals given by the respective actors and limit poliry

disjoint, duplication of efforts and wastage of scarce resources.

4.2 Monitoring and Evaluation

The Government underscores the importance of initiating an effective Monitoring and

Evaluation (M&E) system for successful implementation of policies and programmes.

Monitoring and evaluation of the productivity improvement strategies and interuentions

contained in this document will take place at three levels with clear definition of roles

and expected outputs.

At the national level, NPC in collaboration with the Monitoring and Evaluation

Directorate (M&ED) in the Ministry of Devolution and Planning will develop a

comprehensive logical framework to guide the policy implementation process. The

logical framework will spell out the broad policy objectives, strategic interuentions and

expected outputs in each of the identified productivity improvement initiatives. In

addition, the logical framework will contain peformance indicators, means of

verification and the time frame for each of the identified strategic interuentions.

NPC and M&ED will further develop M&E tools for each of the identified interuentions

and facilitate the development and institutionalization of an inbuilt M&E mechanism

within the systems of other relevant stakeholders. NPC, M&ED, social paftners, the

private sector, civil society, and development partners will undeftake joint monitoring

and evaluation exercises. Progress Repofts on implementation will be produced at this

level and shared amongst all the stakeholders.

-:l
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Capacity building will be undeftaken at the national and sectoral levels to equip NPC,

individual trade union organizations and employers with the relevant skills to collect and

process timely and reliable data necessary for an effective M&E exercise. The M&E

Reports from the regions will be shared at the national level with NPC and the social

partners and other stakeholders to enhance feedback mechanism.

At the beneficiary or organization level, the individual productive enterprises will be the

source of information required for the envisaged M&E system. They will be critical in

identifying productivity improvement areas and suggesting appropriate mitigation

measures.
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