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Vision

Effective accountability in the management of public resources and service delivery

Mission

Audit and report to stakeholders on the fairness, effectiveness and lawfulness in the management of public

resources for the benefit of the Kenyan People.

Core Values

lndependence, lntegrity, Professionalism, Innovation and Team Spirit.

Motto

Enhancing Accountability



Foreword by the Auditor * General

I have the honour to present this performance audit report that examines the operationalization of Constituency

lndustrial Development Centres (ClDCs) by the ministry of lndustrialisation and Enterprise Development. lVy

Office carried out the audit under the Public Audit Act, 2015. Section 36(l ) of the Act mandates me to examine

the economy, efficiency and effectiveness with which public money has been expended pursuant to Article

229 of the Constitution.

Performance Audits together with Financial and Continuous Audits form the three-pillar audit assurance

framework that I have established to give focus to the varied and wide scope of audit work done by my Office.

The framework is intended to give assurance to stakeholders that public resources are not only correctly

disbursed, recorded and accounted for but that they also have a positive impact on the lives of all Kenyans. The

overriding goal of our performance audits is to promote delivery of public services of outstanding quality to
Kenyans.

I have submitted the original copy of the report to the Clerk of the National Assembly, for tabling in Parliament

in accordance with Artlcle 229 (7) of the Constitution. ln addition, I have remitted copies of the report to the
Cabinet Secretary for It/inistry of lndustriaiisation and Enterprise Development. I wish to express my appreciation

for the co - operation and assistance afforded to the audit team by the officers from the state department of
industry.

FCPA EDWARD R.O. OUKO, CBS

AUDITOR.GENERAL

6 MARCH 2018
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GLOSSARY OF TERMS

Beneficiaries/Users

CIDCs

Common manufacturing facilities

Constituency

lncubation

'Jua Kali'

Occupation of CIDCs

Operationalization

Start-up enterprises

lndividuals or enterprises that will use the CIDCs

A set of Workshops burilt for use by micro and small enterprises

5l-rared work space and other facllrties like tools and equipment

An area represented by a member of parlrament jn Kenya.
When the project was initiared in 2009/'10 there were 210
constituencies bilt were later increased to 290 in 2013

ls providing start-ups/young businesses with work space,
necessary tools and equipment and technical expertise for 5

years

5mall scale craft or artisanal activities working in the open
environmenl/area also known as micro and small enterprises

Having a -Jua kalr'association put into use the CIDCs

Equipping, having in place a framework for managing the CIDC,
identifying beneficraries and putting it into use

A business or undertaking that is beginning operation



EXECUTIVE SUMMARY

Background to the Audit

but 6 years later none of them have been

operatioralized as per the oblectrve of the

prolect despite the government havrng

allocated Kshs. 735 millron to the project. lt

is for these reasons that the Auditor General

considered it rmportant to conduct a

performance ar-rdit on the operationalization

of tlre ClDCs.

The objective of the audit

The objective of the audit was to establish

the factors thal were hindering the

operationalization of tlre CIDCs and the

extent to whrch the minrstry has puLn place

measures to ensure that they are operational

and meet lr ser needs.

The Scope of the Audit

The audit [ocused on examining the aclivltres

of the tVinistry and IVSEA truith regard to

operatronalizing of all completed CIDCs

in the country f or the pertod between

2A09/10 to 2015/16.These aciivities inclr-rded

development of a management framework,

rdentrfication of benefrciaries and equipprng

of the ClDCs. The ministry had 22 offices

across the country where the freld officers

\^/ere stationed The team therefore sampled

n jne out of the 22 zones. These zones were;

rVeru, Kitui, Nyerr, Nakr-lru, Eldoret, Kakamega

Kisumu, Kisrr and r\r\ornbasa and they were

selected by cluster samplinq i e drvidrng the

population into former crovincial boundaries

(geographically) I he team ti.ren purpcsefr-rlly

sanrpled 37 CIDCs ir these 9 zones

Summary of the Findings

ii-.: ,.-LD( pioJecl- ,rrlli r.o b-' cQ€'lI orrrilz; J

,,' .' .,,'.)ti.j,l,l:.t, :1,I .l ri :l: llai,i,l::i)r,

The Economic Stimulus Programme (ESP) was

a programme initiated by the government

of Kenya tlrror-rgh the lVinistry of Finance

in 2009/10 to boost economic growth and

lead tne Kenyan economy o,tl o'a recession

situation brought about by economic

slowdown which saw the growth rate decltne

f rom 7 o/o in 2007 lo 2.6 o/o in 2009.

Constituency lndustrial Development Centre

(CIDC)was among lhe projects initiated etnder

the E5P proqramme. The project entailed

construction and equipping of workshops

commonly known as Jua Kali'centres in each

of the 2lO constituencies in Kenya The first

phase of the pro1ect whrch was to start ln

iune 2OO9 and expected to be completed

by June 2010 entailed conslruction and

equipping of a four roomed workshop in each

of the constitLlencies. The then tVinistry of

lndustrialisation and Enterprise Derielopment

(rVlolED) vrras tasked with implementing the

prolect

The CIDCs were meant to provide facilrtres to

sLrpport rndrvidr-rals and start up enterprises

in ihe ".lua Kalr" (mrcro and snrall enterprises)

sector The facilirres were meant to help them

overcorne i:ottlenecl<s such as work space and

prcvide common'nanufactuttng eQuict^lerl

e g lathe anc ,,velding r:achines. iiris 'r'ras

expecrecl to nelp lua Kali'ariisans to move

to mechan zed production sc that tl'e1z can

p'ccl Lrce stlrt(-r3lC qoods of qualt!','in crcar tc

r-lak: :lterr :t,tti3 Clrna,3tiLi,"e jll tre m;li<el.

"r-r.1., ir-rri)i'1,. r.'l .lt,' ji..tnaj tf.l -, t,i ]' , nC I ,t

r.-rr r r , --t tl i -:,, . I t, li' ,1, ,,:r )i' il
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8

documentary revtew revealed that tnadequate

plannrng and rnefficrenctes rn rmplementatron

has affected operalonalrzatron and hence

the achrevement of the prolect objectrves as

drscussed below

lnadequate planning at the lnitial Stages of
the Project

Good prolect management practtces rdentrfy

plannrng as the most essentral phase for any

project. Plannrng rs the foundatron of the other
phases of the pro1ect and therefore rt should I I
be done well However, the CIDC prolect was

not adequately planned as the necessary

gurdelines were not developed, feasrbility

study and awareness was never carled out

and the rmplementation phases were not well

defined as explarned below;

!mplementation Framework

Lacked the Necessary Guidelines
for the Project

The ESP framework lacked gurdelrnes on Lrse

and sustarnabrlrty of tlre pro1ect Thrs was partly

because the oblective of the programme was

to jump start the economy Therefore, the

emphasrs was on constrLrctron phase of tlre
prolect that was expected to harre a multlplrer

effect rn the economy wrthrn a short trme

Feasrbrlrty study for the CIDC project was

also r-rot carrred out As a result there were no

plans for use and srstarnabrlrty oi the CIDCs

ald therefore t:he mln stry rruas faced 'rvrth
drfficultres on how to operar:ronalrze tlrem

II Awareness was not Carried out
Among Beneficiaries

l0

not aware of therr role rn use and management

of the centres, Or-rt of the 37 CIDCs vtsttect,

beneficrarres rn l4 CIDCs only knew about

the pro;ect because they had been rnvolved

rn lhe process of land identrfication but were

not aware of therr role rn the rmplementatlon

of the project Thrs has posed a challenge rn

brrngrng them on board to occupy the CIDCs

III Project lmplementation Phases

not Clearly Defined and Planned

The master plan of the pro1ect was to be

rmplemented phases, but only phase one

of the pro1ect was defined and furrded The

other phases of the prolect were not defined

at the tnrtial stage of the pro1ect and there

were no plans available on how they were

to be rmplemented The mrnrstry at one pornt

asked for fundrng for phase two structures

but thrs was not avarled Phase I rs only a small

part of the pro;ect master plan and wrthout

rmplementatron of the whole plan, the long

term objectrve o[ the prolect may not be

ach reved,

Inefficiencies in the lmplementation of the
project

12. Phase I of the prolecr was to be operatronalrzed

after the workshops are burlt to completron

and equrrpped Documentary revtew shows

thatas far backas June 2C1 I i5 or 26goofClDCs

had been completed therefore the rrrntstrv

should har.ze [oreseen the prcblem and

planned for operaiionalrzatron By t\,larch 2014,

850'6 of tne CIDCs had been conrplered bLr

strll noth rg h:c1 l:een Cone to operatronalrz:
thenl lneffiC,e'.:l?; rt-t rmpl,:rr.:plar. Or- ;la ,t

. )i'rr ltl.-riF:l i't I't rrr: l.) ,;r::,tIrrr,.]l -r titp

_- _-.,,.. . .r t,. -.'l i -i ,-I - t_j ) r.

9
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Delay in developing a framework

for management of the CIDCs

One of the specific objective oi phase one of l5

the pro.lect was to prrt in place a management

framework for the ClDCs. The framework was

meant to help in control and management

of tools and equipment bought, in order to

ensure sustainabtlity of the project. However,

the minrstry is yet to put it in place thrs

framework 6 years since the project was meant

to be operational. This is mainly because the

framework was never defined at the initiatlon

of the project and also the national secretariat

that was responsible for developing this

management framework ceased to be

functional after the end of ESP programme Ln

the financialyear 201 1/12.The,"ninistry did not 16

constitute a management team to spearhead

the inrplementation of the pro1ect thereafter

which has affected the direction of the project

Delay rn development of a framework has tn

tr-rrn led to the delay in delivering of tools and

equipment to the centres and tdentrfication of

benefi ciaries as d iscussed.

a) Delay in delivery of Tools and

Equipment

the CIDCs continue being idle and open to

vandalism

Furrther, it has been established that tools

and equrpment worth approxtmately Ksh 63

million have since been stolen from the

warehouse at KlRDlwhile Ksh 32 million or 150/o

of the funds initially allocated for pr-rrchase of

tools and equipment was used to purchase

non- essentral items not withstandrng that the

budgeted allocation was very limited. Thurs

the tools and equipment available may not

be adequate for operationalization of all the

CIDCs

b) Delay in identification of intended

Beneficiaries

The beneficiarres of the prolect were to be

individuals and entrepreneurs with technical

skills, viable pro1ect ideas and should not

have been in business for more than 3 years.

Because the management framework had

not been put in place the ministry delayed

the identrficatton of the beneficiaries leaving

the CIDCs unutilised for long and thus they

became prone to vandalism. As a result tney

had to hire security senlices at arr additional

expense. Review of documents revealed that

rhe ministry had incurred a total of Ksh 120

million for hire of securrity ser';ices by the

time ihe CIDCs were handed o'rer 1:o I/SEA

rn Janr,rary 20 l5 an expenCiiurre wnicn could

have been avoided had the CIDCs Deen pul

into operations

Il. Lack of guidelines and follow-up

during piloting of two(2) CIDC.

1 lt-. esSe rtr. )l l-)l Ortrt!l r-r tn\/ pr, )ii.t s l--)

).(i,-j:i'-..ir, tl ,;rll:l sC,:1,: t- r.,t'1.1,,t r,l lr:.lrr i-:),,,'

': r'; : : , - -l

Cnce the construction phase was completed

and tools and equrprnent bought it was

expecied that they would be celrvered tc ihe

CIDCs for r-rse by the beneficiartes as early as

.lune 2010. Physrcal verification bv tlre aurclit

tearn confrrmed that the tcols and equipment:

rryorlh approximately Ksl^rs 35 / r''illion rad

been co.rqht cy the en: ci;inanciai )iear

2() ll,, 1.1 but had nol been clelir,':r;'il l.r) :ir
CiDC; ixr,ep: it-r ctr y 9 Clr-rLs Ihe tel rr r)f'.,rrr!- s

la.l r- :' .:ir.l il: :-.-; .,1 ] I ;i- 1'';-' I i 
j 
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rssued on how the two centres were to be

operatronalrsed and no follow-up was done to

ensure the two centres were operational As at

the trme of the audrt rn February 2016, none

of the CIDC was working. Thus the mtntstry

drd not benefit from what was rntended rn

prlotrng the two centres desprte incurrrng

the cost of kshs.2 000,000 on the exercrse ln

addrtlon tools and equlpment estrmated at

Ksh 295,120 were stolen from Krtr-rr CIDC

Measures undertaken by the Ministry to
ensure the CIDCs are Operational and meet
user needs

r8 The ivlrnrstry has srnce nvolved the /Vrcro and

Small Enterprises Authorrty (IVSEA) rn putting

theClDCS rnto use Theauthorrty's responsrbrlrty

rs promottng mrcro and sr-nall enterpnses

and one of its core acttvtttes rs developrng

worksrtes for ")ua Kalr" artrsans The l\/4tntstry

s gned an agreement wtth the Authorrty rn

January 2Ol5 handrng over to them 162 CIDCs

as wellas the tools arrd equrpment purchased

Accordrng to the agreement, A/SEA rs rn charge

of operattonalrzatron and management of the

CIDCs whrle the mrnrstry contlnues to offer

polrcy drrectron

19 IViSEA s also rn the process of developrng

a t\zlrcro and Small Enterprrses (worksrte)

regulat on urhrch rs expected tc qurde the

runnrng- c[ the CIDCs and other worksrtes

under. them Ihe regulatrons at the trme of
t-he aurdrt rn Febrirary 20l5 had reached the

Attorney General for h s co,rment and ,rvould

lal-er lrav'e to oe drsc.r ssecl brz oarlrarrer.r t

l0 rrii 3EA s :i't-t, L tc :tsr io 'l^r [lDC; 3re Dr_r r. l-r.o

_t S,r l.o'r,lp' "rr 11,r),']rrr,'l l-:/ -,.,. l;(,o.llr il-t;
r. 'l'' ,fl ,,, 1,.' .i-r,: _ ,r_r -- rl -i, r.,,

2t

I Most of the CIDCs are not
connected to Electricity

For the CIDCs to be operational there has to

be power to enable the use of equrpment

However, a status report dated N/arch 2014

shows that 6070 of the completed CIDCs

were not connected to electnctty Tlrrs was

attnbuted to the unrform rnrttal allocatron

of Ksh 200, 000 to each CIDC regardless of
rts locatron to the natronal electricrty grrd

resultrng rnto rnadequate funds tn cases where

quotattons from KPLC were hrgher than the

avarlable funds for installatron Other reasons

for non-connectton rnclude rncomplete

wrnng and where KPLC has already been pard

but connectton not yet done

II. CIDCs sites located in unsuitable
areas

22. The ESP gurdelrnes provrded for set cltena n

rdentrfyrn g su r table srtes for the Cl DCs H owever,

Plrysical 'rerrficatron of 37 CIDCs revealed tlrat
32o/o of the CIDCs were constructed on sttes

that are rrot rdeal for Jua Kalr actrvrtres stnce

they are far from lhe market centres. As a

result most .,Jua kalt'groups and indr,;rduals

are not wrllrng to occupy such centres stnce

they prefer to nnake and drsplay therr products

closer to tlre buvers.

Conclusions

!) Ihe tVrnrstry has not achrevecl rts ntended

ob;ectlrze of prov drng Jua Kalr'artrsans wtth
v,,rorl<shops fitted vvrth tcols and equtprnett
In crCer t-o s-rpDCrL lhem In !etng mor:
cornp:l ft',a lt lite lnarket lty rlarrtrfaciLlnq

st.tnciarCrz: j .lo;r. ,tI I r;i q .tltf ;i

i ': 1- I



project. Delay by the minrstry to come up with

management framework has in turn delayed

the distribution of tools and equipment

and identification of benef ciaries. Delay in

developinq of the framework is attributed to

inadequate planning at the initial stages of the

project and lack of prroritrzation of the CIDC

project by the ministry. Failurre to prioritize the

project has led to the pro1ect being left idle for

a Iong period without being operailonalized.

This does not only affect the achievement

cf the rntended purpose of the project but

also put at risk the public funds amounting to

Kshs.l .468 billion so far invested rn the project

TIre Nlrnlstr.!' lhro,,rgtr ,rriSE,A l-ras been tryinq io

put rnlo ur se :he il DCs o',,' .rilocatinrt f hem itl

lL I l(:]l ,As:1,:i,:1 ,.," s a,':i iri, I Ili,-,-] .liIi)a.s
)):-.,

;

The tVrnistry doesn't have plans for

implementatron of the other phases of the

project. Phase I of the pro1ect was a small part

of the project master plan and its completron

will not guarantee the achrevement of the long

term objective of the prolect of improving

welfare of the local comrnunity by creating

jobs and improvinE incomes and sttmulatrng 29
regional development

The lVinrstry berng the implementlng agency

oI the prolect lrad the Cuty r.o safeguard

public resources and ensrtre tlalue for money

utrlised in the prc1ect Hor,vever some of the

decisions and actions taken by the ministry

has led to loss/wastage c[ oublic resoLrrces

Thrs demonstrates lack oi ac:ountability rr 30
the implementation or the pro1ect as result of

absence cf a prcjec: steeriig iearn and rcn-

prior tisatior cF ilre o"ci:c:

only been delivered to 9 ClDCs. ln addition it

might be drfficult in future to terminate the

stay of this assocration rn CIDCs once formal

management structures are put in place.

27 A/SEA is also coming up with a worksite

regulation which will be key in management

and control of the ClDCs. lt is however,

encountering challenges rn identifying

potential beneficiaries in order to put the

CIDCs lnto use due to the lack of power

connection and unsuitable sites

Recommendations

In order to speed urp the operationalrzation

of the ClDCs, it is important that the minrstry

establish and implement a management

framework Fast tracking the gazettement

of iizlSEA worksite management regurlations

will ensure that there is a tool to gurde and

direct the operations of the centres in order to

ensu re sLrstainabtlity.

The tVinistry and lvlSEA should prioritrze the

operationalrzation of the CIDC project to

ensure that funds are allocated for connection

to electricity Setting of tarqets in terms of

timeframe and expected oLrtpLrts vvill also

ensure that tl-re centres ar? put rnto intended

use in order to av'oid further wastage of public

rESOU TCES,

The tVlirrrstry and i\45EA should reassess user-

needs to idenrifv tlre CIDCs which require and

urill r-rse tire:vailable tools ard equipment

optrmally SLrbseqr-rently, they sho.rlci prlc: a

few CI DCs before opei'aticna I izi nq na iionwrd e

io nelir lhem clo the requfre:1 acljil stnretrt:s

bef:re rcllin,,; lr-.1 i l-re prc Ls. r li: .:il t-', r l':ai lit--

28

24

25

26
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CHAPTER 1

BACKGROUND TO THE AUDIT

lntroduction

1.1

12

The Constrtuency Indurstrtal Development

Centre (CIDC) Project was among 5 other

projects inrtiated by the government of Kenya

under the Economic Stimulus Pi'ogramme

(ESP) in the financial year 2a09/ 10. According

to the ESP guidelines, the prograrnme was

initiated by the N/inistry of Finance to boost

economic growth and leacl the Kenyan

economy out of a recession sttuation brcugl'rt

about by economic slowdown The growth

rate had declined f ron 7 ak in 2A07 ro 2.6c/o rn

2009 (Kenya Economic Survey 2008 & 2010)

The prolect entarled constructton and

equipping of workshops commonl;'

known as Jua Kali' centres in each of the

210 constituencies in Kenya. The CIDCs

were meant to provtde factlitles to support

individuals and stai't up enterprises in the'!ua

Kali" (micro and small enterprises) sector. The

facilities \ /ere meant to help them overcome

bottlenecks such as work space and provrde

common man,rfacturing equipment e I
latlre and urelcing machines. -ihis was

expecteC to help J,.la Kali'art:isans to Inove

to mechanized productror^ so that they can

proCuice standarC gooCs oI qr-rairiy in orcer tc

rnake Irem more aonlcer:iti'/e ln i'le nlarket

Indrrrrduals anC enl:rcrises hcusec a. t1e

CiDCs ,/vele excecte:l ic be eble to gr-o'i\, into

self-sr-rsiantng br-rsinesses a[ter- i:lctLbaiicn

ihi; r.,,ias armel at imp:cr.rin! tll.';la'li,larrs
of livix;1 fci' lOr..,-ll aOntr., r-ri:i--s 1i. 1111 ,-1 il r;f;

a t'l,l r. ; a il _: l al i ^ r_. i O,,' :t'lt I ir,: a l^n e.

one ol its key mandates as promotion of the

development of micro, small and rnediun'r

rndustrres The CIDC project is categorrzed

under micro and small industries.

1.4 The prcject was initially expected to run from

Julyto December 2009.This deadline was later

extended to ..lune 2010. However, by the end

of June 2010 construction and purchase of

tools and eqLrpment had not been completed

and these activities continued till the financial

year 201 1 /2012.

Motivation for the audit

1.5 The Auditor-General autholzed the audit after

consrdering the following

i. The government had allocated Ksl't /35

million on construction and eqLripping of

CIDCs in the financial year 2009/10. We are

now in tire sixth year since the project was

ir-ritrared and there are concerns that the

CIDCs are nol yet operational despite tax

payer's money berng used to construct

and procure equipmenl. The equripment

may become obsolete while the burldrngs

may be prone to vandaltsm because they

are idle

n Accordinq r:o the Kenya Economic !1irve!

2015, the rnfcrmal sectcr ccntlburtes 1B 4

percent cl tre gi'oss don:esi c prodr-,ct blr

proir C,ng gocds anC services, promotirrg

creatir.rity and inncvation as v;ell as

enhanc,rrE e.treprene,rrial cu,lttt re The

secior hacl tile largesl share of e'noloyment

iri K:nira a,-ccLtnttrTg fcr 827a./c ri the lotal

jcbs n 2C I + Il.ri'las r.hei'efc[ez gr;31 idea ior

ti^: q3,,o;n1a€r1, -o [,:ct];i..t,e iirp 5p,1r11 by'

: .' li . .- i- ; , '

i1



2014 where members rarsed questions

regardrng the stat.rs of the CIDCs pr.o]ect

The questrons ranged from hovrr much

had been spent on the prolect, r,nyhether

tools and equtpment had been bought,

delrvered and whether the centers were

operatrona I

rv. The Kenya Vrsron 2030 arms at transformrng

Kenya tnto a newly rndustrralrslng mrddle

Income country CIDC was one of the

rnrtratrves through whrch government

rntended to achrerze thrs oblectrve thror-rgh

supportrng mrcro and small enterplses lo
produce more standardrzed products that

wou ld com pete well rn tlre ma rket therefore

contnbutrng to rndLrstlalrzatron as well

as creatrng employment opportL,ntl:tes

Therefore, the neeC tc ensure the CIDCs rs

operatronal

CHAPTER 2

DESIGN OFTHE AUDIT

Objective of the Audit

2.1 The oblectrve of the aurdrt was to establrsh

the [actors that were hinderrng the

operatronaltzatton of the CIDCs and the

extent to whrch the N,4rnrstr;r has put rn place

measures to ensure that they are operatronal

and meet user needs.

2.2 The audrt sought to answer the questrons,

i. What factors are hrnderrng the

operatronalizatron of the ClDCsr

ii. What measures has the mtnrstry put

rn place to ensure that the CIDCs are

operatronal and meet user needs

Audit Scope

2.3 The audrt focused on examtnrng the actrvrtres

of the ivlrntsrry and N/SEA wrth regard ro

operatronalrzrng of all completed CIDCs

tn the coLlrtry for the perrod between

2A09i10 to 2015/16 These actrvtttes rncluded

derrelopment of a management framework,

rdentricat on of beneficrar es ancl eqLrpptng

of tlre CIDCs

l4 The rnrnrs:ry had 22 offices acrosj ihe country
v,'here the fi:ld officers \Aier-e stal-tDnec The

tea:n t.lere[cre sampled nrne zcnes cur . oi
iitese 22 zones These zoites li,,ere, A,ieTU,

Ktl:ui r, i'Jiie', I',iar,ei rU, Eldorer, Kakameca,

Krsrtntr, K s anci A/ontDasa and lh:y ,,173r2

selecte,,l bV c1r-,ster samplrrg re Jtr,rrdltg tl-re

pr;11r- l;r161 ltt fOr.pet ptO,/tira al ,1.)Ur r,_l:, e,
,..1t';,1ilrri-, '.-lil.,'; Tlre '.a11-'. .f-p1' :)r- I) r\.i:r 1,.

ri\' ' I : 
. _ 

'. 
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Methodology of the Audit

2.5 We conducted the audit in accordance with

performa nce aud itin g g u idel ines issr-r ed by the

lnternational Organization of Supreme Audit

lnstitutions (INTOSAI) and audit policies and

procedures established by the Offrce of the

Auditor General, Kenya (OAG) The guridelrnes

and policies fulfil the requirements of the

lnternational Standards on Ar-rditing (lSA)

2.6 The methods used to conduct the audit

included documentary review, interview

and physical inspection. lntervtews \^/ere

cond u cted to u nderstand how the Cl DC pro;ect

was initiated, planned and implemented. The

list of people intervtewed and the purpose of

the interview is shown in Annexure 1. The

team reviewed the ministry's strategic plan

2008-2012,Draft strategic plan 201 3-2017 ,ESP

guidelines and CIDC pro1ect documents as

shown in annexure 2 ln addrtion the teamr

carried out physical inspection of 37 CIDCs in

9 zones to assess the staturs of prolects

Audit Criteria

2.1 The audrt team assessed the operattonalizatton

of the CIDC prolect against criteria drawn frorn

the E5P guidelines, project implementatron

guidelines and generally accepted pro1ect

managernent practices. cther criteria vt,:re

dravvn from agreetnent to handover tne CIDC

by lre minisrry tc L1SEA The sor-rrces of :he

a,-rcJit c:iteria 3i.e snown at Annexure 3. The

specific assessrnents crtltria applted in.ire
a,:dit are:

i, -ite nl:tistr',,'i'itt fo 5g1 ;' plac:

iL,r ':t olal nrlr':.temet',. ic'ail the -l-lf .

iv. The mrnrstry was to develop a work plarr

lor irnplementation of the actirzittes of the

pro]ect.

v. Good prolect management practice

requires the key stakeholders of a prolect

are engaged.

vi. Proyect implementation guidelines i.e stte

selection guidelines

ii t::1r' 
'1 j:' ' .' :,,' r 't :i-: -. )r- -t i' ' -'



CHAPTER 3

DESCRIPTION OF THE AUDIT AREA

Background I nformation

3.1 ln 2008, Kenya like many other countries in
the world faced global and national economic

challenges wl-rrch were threatening the

economic growth and stability To address

these challenges the government through

the then rVinistry of Finance desigrred the

ESP in the financial year 2009/10. According

to the ESP guidelines the programme was

aimed at jumpstarting the economy back

to the long term growth path, securing the

Irvelrhoods of Kenyans and addressrng the

regional imbalances. lt focused on sectors that

would generate rnaximum benefits, restore

confidence of Kenyans, anC assist the business

community to weather the storm, while also

protectrng the livelihood of the poor and

creating employment for the youth. The CIDC

pro.ject \ /as among the projects ilrtrated

under this programme and the rVirnistry of

lndurstrialrzation and Enterprise Development

was tasked wtlh lmplementing the prolect.

The CIDC Project

3.2 The project entarled construction and

equipprng of workshops to be usec b;, Ken;,3p5

in the rnfcrrnal seclol co:nmcnl, knor,r, n

as .,Jua Kalr' sect:or The Jura kali' sectcr rs an

infcrmal sectcr vr;here merrbers ofter operate

in open arr cr s:.l r-perm3r:nt stt-uc:Ll res

because they cannot affcrd r.ent. The)i .r se

>imp1e l:citnoiogyr ar.,J c;.'en 131i, gll1ii16iiy

ai^C r..lnning,r,;::, 'i''i',' l< r::l:l:lla) -^:
ari,-,aC.: ,e ai,i-,,, alt--).- p.(),.1 -r \,,Ij lt irr.DllClil

l:, ):,.j'_: t,i.-j . ---- r -:-, r . ...',,

produce goods of better standard n order to

make them more competttive rn the market. '

3.3 The master plan prototype was designed on

a two acre plot. The design was to have three

categories of workshops in terms of size of 21,

50 and 100 sq. meters all completely serrziced

with similar sized backyards. lt was to rnclurde

an administration block with a resource centre,

common facrlity centre, three toilets, display

area and complete infrastructure includrng

water reservoir,lighting, roads and a perimeter

wall. The CIDC sketch and design is shown at

Annexure 4The project was designed to

be implemented in phases What was being

implemented under ESP tn the financial

2009/10 was phase i of the pro1ecr

Phase I of the Project

3.4 Thrs entailed construction and equrpping

of four roomed typrcal v'rorkslrops (each

measuring 27m:), four door execurtive pit

latrine and installalon of two 6000 lirre water

tanks in all the 210 constituencies.

3.5 The specific oblectives of phase lof rhe

project entailed construction of CIDCs in the

210 constituencies, equrrpping them wi[h

appropflate tocls and eqil pment and prrtttnq

rn place a functional management framewcrk

for ther-r to operate. Thereafter, benefrciaries

of tne project were to be selected ano a

sustainaole mechanisnl for prc'rision cf
technrcal and b"siress de'lelopmenr: serr,,iaes

pLit in place

Statutory Mandate of the Ministry

-1 .6 il-e I'llol-D ) r-iln,_i _ti: l' '-: ir. i;f iio't ,)i i::
:,.')i:at \il: ,l ,:,i,,l ,l i-.t.-..1.- r_ri..i;,-l;,.2

. , I t- ., .,1- I I :.



development.This is spelt cut tn the Executtve

Order No l/201 3 of N/aY 201 3.

3.1 Cne of the key mandates of the ministry that

is reierrant to the CIDC project is to develop

micro, small and medium industries In lrne

with this mandate, the ministry set one of

its strategic oblectives as promotion of the

development of micro, small and medtum

industnes in its strategic plan of 2008-2012.

The strategic plan describes N/icro, Small

and N/edium lndustrtes as the foundatron for

tncurlcating an entrepreneurial culture while

also supporting rurai rndustrializatton.

Policy, Act and Regulatory framework

3.8 Economic Stimulus Programme

Guidelines of 2009

3.9

Section two of the ESP guidelines lays down

the ob;ectrves o[ the CIDC pro1ect and

proced,,rres for implementation of the pro1ect

Sessional Paper No. I of 2012 on

The National lndustrialization Policy

Framework for Kenya

The sessional paper qave polrcy measLlres on

ho\", to unlock the potentral oi l;iicro, Small

and iVedium lndustrres One cf the measures

was by fast-trackrng the enactnretrt cf t:he

A/icro ard Small EnterPrises Brll

Micro and Small Enterprises Act 2012, (Part

V)

3.r0 Section @7'i of l:he aci prcr,'rcles th:t lhe

t\/lr:r-o an:l Small trterprises,rutlrcrr:'7 sllall

aCv'rse ancl fac iLlate r'eler'ant rjlor,':lrilr':lrl

rr'rii-r is'r-ies .ln:l o,ner :qet'l.i:; :l cie r':iogtrl',j

',',a)l'<)''? ")-,li'?,j :-''-r-'r DC;i'../.t:t^, 'ii' ' 
'i- I

Administrative and I mplementation
Framework

3il The ministry had overall responsibility for

implementation of the project throurgh

the Directorate of lndustrtalisatton Two

committees were formed at the ministry's

headquarters namely; pro.Ject steerirrg

committee and national secretariat There

were also two other cotnmittees formed as

per the ESP guidelines at the constituency

level; stimulr-ts programme management

committee and constituency pro]ect tender

committee The roles and responsibilities and

functional relationship of the commiltees are

descrrbed below.

3.12 The prolect steering committee was chaired

by the cermanent secretary ln the tViinistry of

lndustrialization and Enterprise Development
.[he 

cornmittee \ /as to orovtde guidance on

cr,zerall prolect implementaticn. adtzice on

policy issues and approve the programme

implementation stralegy The secretariat was

also to develop the criteria for selectton and

rnake final dectston on lhe benefictaries tn

each cot-tstituency.

).1-) The national secretariat had t:he responsibrlrty

cf lhe crzerall project fcrmurlation,

im pler'nentation, ma r-ra gem ent and reportt n g

The secretari3t vr.,as 5,,rppoSec1 to develcp

prl]ect imple'nenta:ion slrategies, de\,'elcc

:nd dissenlnale ooerational guiceltnes fc'

the prolect'mplemet:lation, prcviCe tech nicai

i,- llrtf rl :t :li ler,'els :f ;rnplemental.ic,l lnc

6'ri-31^:e coiiaboral.io'r and r:elwotki'r,J r,,ritl-l

t':l-, --' .;.1 .i -ll,:l:''

1-l i-tl :1.,.t._ r:'r t,:,l- r



development oi'frcer was a member and was

supposed to charr r:he CIDC Component.

The committee was charged with the

responsibility of identifying project locations,

monitor implementation o[ the projects and

make recommendations for payment.

3.15 Constjtuency project tender committee was

based at the constituency level and was

charged wrth the responsibility for adludication

and award of all the pro1ect contracts rn the

economic stimulurs programme. Tlre project is

presented rn figure l.
Figure 1: Project implementation structure

Source: OAG onalysis of MoIED dato

Process Description

3.16 The mLnistry established a project sleering

commtttee and national secretariat lryhrch had

the overall responsibrlity for. imoiementing the
project This vvas follovrred by development

of strateEies ancl work olan fcr the croject

and establisnrnent of tl-re CIDC commrttees

at the constitLien.y lerrei The Feld offrcers

oI the ministry anC its ca:asialals v,/eie Ic
be s..r-tsilized about lhe key acti\i tles of the

pro]ea: Ta: prolect naC lh'ee r<ey actrr.rrties

na.rel7..cns:rrlction cf liDC;, lurchase oi
iocls,ieqiricrnenl alt:i ceerationalization oi
rle (_l-r(l:;

Construction of CIDCs

constituency using the site selection criterra

shown in Annexure 5 The mrnistry, ih
Conjunction \^/ith lts agencies and tVrnistry of
Public Works developed the CIDC prototype

design, bill of quantity and tender clocuments.

The constrtuency pro]ect iender committee

was in charge of the tendering process while

the ministry of public works supervrsed the

construction According to a status report

dated /Vlarch 2014 B5a/o of the 2lO CIDCs have

been constructed.

Purchase of Equipment

3.18 The mrnrstry and its agencies identified

four categories of tools and equrpment ie.

for automotive workshop, tVetal workshop,

Carpentry, Burldrng and constrLrction. These

four categories were rdentrfied as most

essential to the .lua Kali sector. The initial

allocation for tools and eqr.,ipment was Ksh I

million per constituency Based on thrs budget

the mrrristry identified the most common
tools and equiipment under each category.

Each constitrie!cy chose one out of these four

categories The mrnrstry then procured these

tools anC equipment. Later on the milstry got

more furndinq tc buy latl.e machj:es vrrh jcl.

vvare considered more imcortant.

Operationalization of the CIDCs

3.r9 The Natronal Secretariat vvas ro select ine
beneficiaries to cperate ir ihe ClDC s n
line vvit:ir lhe criter:a p:c',,iaed b;,the ESp

gurdelines. -ihe CIDC; 'il.r'e meint to ser\/.

:s r,-tci-r oalion aenier; as r,,v'€ll as al[rtlrot
usrli iacrlitt:s \s 'rt.-ir r_rl.c-s, ihe :er er;
r,,r.pr. rl^.;r'j t t: p,l,,,fl:;'tft O.1-rr1i.Ct.-,?l
,,ltt. .,,1..,.:.1:1 "a, --r-.: I ,_ lt-, , 1. l.

:

Project Steerinq Committee

National Secretariat

Constituency Project T

Committee

Stimulus Progratnme
Manaqement Cotnntittee



3.20 The CiDCs requtred a rnanaqemef i framework

rn ord e rto furnction a s both a n in cu batio n ce nter

and common user facrlrty The framework

was intended to gurde the daily operat ons

o1'the ClDCs. lt was to help in control and

management of tools and equipment in the

CIDCs to ensure sustarnability of the pro1ect

Monitoring and Evaluation

3.21 The mrnistry was to forrn prolect monttoring

and erraluation committees The comnrittees

were to carry out at least one qurarterly

monitoring and e'"zaluation at constituency

level and at least 2 monitoring exercise at

nationai level The committee was expected

to prepare moniioring and erlalr-ration reports

Figure 2: Process description for CIDC project

Stakeholders of the project

3.22 Although the mrnistry had the overall

responsibrlrtyfor im plementation of rhe prolect,

there were other ministries and agencies that

lrad critrcal roles in the implementation of the

pro]ect These stakeholders include;

Ministry of Public Works

3.23 The mtnistry of publrc urorks tn collaboration

with the mrnrstry was to develop a protctype

desLgn, Bill of Quantities, tender document,

certify constru ction eq r-r ipment a nd su penri se

construction works ior the ClDCs.

Agencies under the Ministry

3.24 Agencies under the mrnistry involved in the

implementation of ihe CLDC project include;

l(enya lndustrial Estates (KlE), Kenya lndustrtai

Research and Development lnstitute(KlRDl),

Numerical t\,iachrne Complex(NMC) and

iVrcro ancl Small Enterprrse Authority(LvlSEA)

The agencies collaborated with the rnirristry

in rdentrficaron of tools and equipment to

procu re

3.251n additron, NMC \,'vas girren the role of

assembling iathe machines, h;rcl;u.,1,.

presses, Crrlling machine and manu[act.rring

of ,ryorkbenches l(iE provrcled land ior

construci!on oi 22 CIDCs 3r'c ihe nrntsirv

has hancje:l ovei tire 22 CIDCs to Klt for

o1:i:ratiorralizatLon The n.rir-ristry srgneC arr

ac;reeinenl ','liln \rij'iA claled 25 Jar'.-ralr, 20 I 5

'-o :lanio\./ r 152 CIDCs an eq,t:prnent. (LRDI

p ro11 u ce:1 a'c','le I d r t-t g't'r ar-lr i n e s a ll cl p rorui d ecl

Sl:.tr.rqe ili i(_rolS ,:ncl -.t -r 
iorr,:1r

l-ocal AuthoritiesiCou nty Governments

-lpfri ,-.rrrl)l:liori :' il e : rt::irLt.:i I rr ril J';i, rlli ar lr ill
':!:i:trti! (i Tr'r'riri e\'ric rfr.i.li .l I l{rairi r)I )irlr llr I

,lrr: r- 1:,lr-, tl--'

'\.ri:r,il:;tr'artii
i :: :,' '- r,r:1.

I _il

l;t.:i:lirl r,re,rr ci:t Pfl).r!;i ;teprinc ,)rxm itlp iP',( ), i'lrtt(,rrdl

:..c.e:arilt lnc ccn5tit!eicy' le'rcl :Jnfritte?: c) tl-c irrilis:rr'

Development of strategies & work plan and rdenttfoing kev

stakeholders fcr project implemeniation by the national secretariat

Commencernent ot specific kev acttvitiei for rmplementation of the CID(
proiecr e.g. land tdentificarion and developnreni of crctotype in lin€ q'itll

national se0 etariat strategies ancj work platr

Prcieci
irplem.niatica

stcps

,lon::itr,enc! oro,ect tenCer acnn-;i::e atmrerce;
ti ;rr:l prorurtnq of annjtr r[T -rr fL:'rtractc)r

lff;, rf a selellEal i )ltrac:,r's are i;l:r; ifet:, rle caf!i',:lr.l'l
ch.r:t :rrm'nt.':,tnc ij?ni iic:ri.1!i .,!i' loals il :c le
:onc-r-Er1!'.'ll'..:he m liall ltd ,t: ":re,:r ca-J!::tlii



Sources of Funding for CIDCs

3.21 The CIDC pro1ect derived funds for

implementation frcm the National Treasi_rry

through the mtnisrry At iniriation the

pro1ect was allocated Kshs 735 mrllron (525

million for construction and 210 million for

equipprng) This translated to Kshs 2.5 mrllron

for construction and Kshs I mrllton for tools &

equ ipment for each of the 21 0 ClDCs. However,

durrrng rmplementation it was realized tlrat

there were crurcial activities to be urndertaken

in order to fully implemerrt the pro.lect The

estimate for these activtties increased the

budget to Kshs 1 72 billion as shown in Table

I

Table 1: Sources of Funds for the CIDC project

Source: OAG analysis of ministry documenls

CHAPTER 4

FINDINGS OF THE AUDIT

4.1 Accordrng to the rMolED strateglc plan 20oB-

2012, the minrstry's mandate was to formuriate

industrrai development strategies such as

development of micro, small and medium

indusrries. Through the CIDC projecr the

mrnistry was to facilitate the construction

and equrrpping of workshops in all 210

constituencies tn the cou ntry in order to move

the .lua Kali artisan into a more developed

environment wrtlr electricity, water, tools

and eqr-ripment to manufacture goods of

better standards so as to make [hem more

competitive

4.2 Astatusreportdared3l' rVarclr,20l4indicates

that 8570 of tlre CIDCs were complete, 5oto

stalled at different lerzels and rn lOgo or 21 of
the constituencies land for conslruction of the

CIDCs was not available as shown rn Table 2

Table 2: CIDC Completion status as at 3l st
March,2O14

Status No of CIDCs

Completed 178 8s%

Stalled at various level LL 5%

Land not identified 21 10%

Total zLO 100o/o

Perce

Source: 1AG analysis of ministry documents

4.3 Desprte tl-rs achievernent irt.onstrLtction
ph:se i,tter\/i,.ir^,/ and docr_r r-rrentiry rerle,,r,'

re,,,eale:l .eat inacl:qirar:e planring and

rnefficrerr:i:; irr impienrenraiion nas affected

c t-r e i.t t i o n,l I tz a t r o r a n cl h e n c : I l-,: a c h i e, ie lt e r t

ol the Lrrt ::. acl :cll.cS :t: tr i;, . ssei beio',,,,

lnadequate Pianning at the lnitial Stages of
the Project

Activities Budget
Actual
Expenditure

Ksh million Ksh. Million
CIDC Construction & wall 525

474.25

Perimeter Wall 2ta
utilities 84
CIDC management-Clerk & guards 252 720
Tool s 2to 357.818
Sign post & Publicity 39.75
Service Vehicles ].69.2 116.1
Fuel & Maintenance 8.46
M&E 6
Commencement of Phase 2 Structur€ 220.5

7,724.9L L,46A.L7



4.5

1.6

it should be done well The CIDC prolect was

not adequately planned and this has affected

implementatron of the prolect as discussed

below.

I mplementation framework lacked

necessary guidelines for the

project

The ESP framework had elaborate guidelines

on construction phase of the prolects, however

it was lacking in t.erms of use and sustainability

o[the project once completed This was partly

because the emphasis of the programme was

to lump start and sttmulate the economy by

putting funds into tnfrastructure proiects that

would have multiplrer eifect in the economy

within a short tirle ln addrtion, feasrbrlity

study for the project was ne\,'er carried The

study would have given the bigger picture of

the prolect and rdentifiscl important aspect to

be considered from the start of the pro;ect to

the end As a result there were no plans for r:se

and sustainabrliry of tlre CIDCs and therefore

the minrstry rs faced wrth diffrcurlties on hor,ar

to operationalrze thern

II. Awareness was not carried out

among Beneficiaries

The ministry did rot cleate awareness a'rcnel

the benef,ciaries of the prclecl at ihe initiairon

of the projecl. Therefore, the;r'lvere noI

alvare of therr role ln ,-L se and r.anaEemenf

oi tire cenrres Cr,l of the 3,'CIDCs'iisiied,

beneficiaries :n i. CIDCs otrl;r kpq',v .lboLr I

tire prc;ecl beca-,s: illelr fl3rl i,'een n','ll ,'ed

In rhe oroae5i :f L n: rl et-i F lr ,-'n ir '-- ,:i'1i

.lt,at. I .a pi : :a . ,,./:t , ,-.1-t,.li- i ', .,,:,i lr.) ;\.1_-,E.-

1. -::-1, .t,, ,'- I , 'li- .l '' I al'.' :l' ,lr-' ,

.l :.- rl''- ' l , . I I -

Itl Project lmplementation Phases

not clearly defined and planned

4.'l The long term oblective oF the prolect was

lo improve welfare of the local community

l:y creating .1obs and tmprovtng rncomes

and stimulating regional deirelopment. The

prolect master plan shows brgger workshops

and facilrtres that \ /ere to be constructed for

the CIDCs to serve thrs objectrve. The ESP

guidelines stated that the prolect was to be

done in phases but what was funded rn tlre

financial year 2009/10 was phase 1 of the

pro]ect However, neither the ESP framework

nor the minrsterial guidelines defi ned the other

phases and how the,v were to be funded and

implemented. Documentary reviews showed

that the mtntstry at some point requested

for frrndrng of phase 2 of the pro1ect but was

not successfurl lmplementation of phase one

alone wrll not guarantee the achievement of

the long terrn ob.Jecliv'e of tire project since it

rs a small part of the master platr.

lnefficiencies in the lmplementation of the
proiect

4.8 Phase I of tne prc1eci \ /as to be operat:ionalized

after the ,,nrorkshops are ttuilt to completion

and equ ppec-:l Doctlmenlary review shov'ls

r:har as far back:s iu,ne 2011, 5i or 250,o of

CIDCs had been cornpletec and therefore tire

minisir;, should narre fcreseert the problem

;r.C planneC lo, cperai,fnalizarion By

\zlarch 201-1, 85oo of lre CIDCs irad been

c ornplcle cl btrt ;trli ncthing hacl ceen Con:

iO C!-rL"i[iO:].llll,l il^e"' ir'-'i'['i,iaf - e-' it.r

rnrlrierrenirlro. il.l\/e L ltl .r'iir.-leC to [ailil te la)

:)lr-'.ri -r't ,r .l: :^: 1-iilf j ,1,-;'.-i ,cj. a,\ )'.- )i

-. r :,' t'- --,':t-l i--i'l''



4 r0

[or managemenI oI the CIDCs The framework

was intended to gurde the darly operafions

of the ClDCs. lt was to help in control and

management of tools and equipmenr in the

CIDCs to ensLrre sustarnabrlrty of the pro;ect

Even thouqh the ESP guldelrne did not define

what the manaqement framework entailed the

N/inistry had an obligatron as the implementer

to come up with a plan to ensure the CIDCs

are operationalrzed.

The National secretariat (N S) was one of

the comrnittees that \ /ere constrtuted by

the N,4inistry Cne of its role was to develop

operatronal guidelines for the pro1ect

implementation However, the national

secretalat did not clearly define the

management franrework for the ClDCs. Further

the N S and other comrnittees established

durrng the ESP ceased to be functional ar:

the end of the program in the frnancial year

2A11/12 but the ministry did not pur in place

a pro;ect n-ranagemenl team to spearhead

implementatron cf the prolect to the end. Tre
project team would have proviCed Cirection

and gurdelrnes 1'or the marragement of the
project by settrnq the strategic direction to

gulde and drrect Ihe act vrties of the project and

er-rsure effecti',,e management of the pro]ect

The pro;ect team ',niould also have monitored

:nC eizal,-rateC the actir,,jr:res cf tl-e prc]eci tc

en).r re that t",t..y were it-t lile wrIh oc]ecr-t,/eS

o' rl'.e crolect lelav n develocrlen. ti the

m3nageirrant, [r'anteiaicrl( in tr] rn resulted to

ceia;r 1r delr','ei,i ,:I tools .L,r] elrrpr.--lerr :ncl

rcl-'nlrica: cir l- ll:n-- r,-t;.er I j Iis,-r sseil ,r
rfr : f6ll3i,.,', r :.1 rl li-lrlia llf. .j:

rrt Delay in Delivery of Tools and
Fri:tin,r-rr'"

CIDCs for use by the beneficiaries as early as

lune 2010. Physrcal verillcation by the airdit

team confirrned rhat the tools and equrpment

worth approximately Kshs 35/ mrllron had

been bought by the end of financial year

2011/12 but had not been delrvered except

rn only 9 ClDCs. The equipment's were

instead held in three different warehouses

tn Nairobi; at Kenya lndustrial and Research

Derzelopment InstitLrte, Numerical rVachrnrng

Con:plex and N/icro and Small Enterprises

worksite in Karrobangi as shown in Table 3

while the CIDCs continue being rdle and open

to iuandalism

Table 3 : Value of Tools and Equipment
purchased

Source: O/G analysis of MoIED data

Where tools & equipment are
stored

Value of stock tools
and equipment(Kshs)

KIRDI 203,182.999
NMC 24,761,280
MSEA worksite- Kariobansi t29,874,500
Total 357,8LA,779

. 'alt



Picture 2: Equipment stored at NMC warehouse

4.12 Delay rn delivery of tools anci equrpment has

resulted io failure rithe orolect in achie\,'ing its

intendeC oblecttrre Fcur years Ccwn ihe line

the prrblrc h.rs i-rot benefrted from the frrnds

invested in the tocls arrd equiprnent ivlore so

the equipment may becor.',e obsolete d!e to

advancen'reni in techncloqy

4.1 3 ln addrtron, it was established tnat, ct,-it of Kshs

203 rnrllron worth of tools and equipnert
5lorec a1. i(lt-.lDl approximately Kshs 53 mrllion

or 31 06 hai.ie oee^ stolen as shovvn rrr Table 4

Thus rtre :cols .r":l equip-1.1-,1 .:',,a:la5l: t:'t,l)'

nOl il..t aCe,t,_rar:: rc, cOeraliOr,iliZ:t:n Ci all

t'e Cl')C',

Table 4: Value of stock missing/stolen at the
KlRDlwarehouse

Picture 3: Empty cartons at KIRDI Warehouse

4.14 Furrther, review of tools and equiornent

bcLrght indicaies that 32 n illion or l5q'6 of

ihe fL.rnds rnrtiail;r allocatec-r for purchase oi

tools and equrpmenr was used to purchase

non- esser'rtLal rtems not vrrirhstandrng that

the budqeted allocalon was insufficienl ro

cater [or all the esseniiai tools arrd eqrripment

ihat r,rrere nee,lecl tc al least rrrake the [cur

selected catec:ries cf workshops cperational

The iten.s considereC non-i'lsscnr:ial rncludes

o',uera ls, apions, ;1lcves, respiral-crs and saieLy

Eeai as shovvn rn Table 5 Tirese items are

personal in nature lno co,, ld 13\.ril been

cl-.iainecl 1rt '3g,reir:r.liie', .ll 3 o\,ver cosI br-:i

irr;t:ad acns[rrr3:l n1 lr'.i'1 v,,'hiclr cculcl ,la'l:

ireer. r, ;ed .o i)i.: , h;:i,: nrl:.:. :f t.:-: :;sr:rri al

io'rls.rr-i: :c1 - i1:r"e:'l i' ;r r ire i)rl,r13:.i3r',ri s,r-r:l

li' ,ir.: C iCi -r'i;

r- l., '..t "l-i'.f r-a.a.i -i',:

1,,. t r-t ; t:. r-)i .1i.J: ii.i.i .:

Value
of stock
received at
KIRDI store
in Kshs

Value
of stock
issued to
CIDCs in
K;;:s

Value of
Physical
count as at
2211012015 in
Ks?rs

o/o age
of tools/
equipment
nnissing/
stolen

Value of
missing/
stolen
iterns in
Kslrs



No Items
Unit of
measure

Quantity
received

Unit
cost

Value of stock
received

1 Leather Weldine aprons pc 330 2,950 973,500
2 Overall Cottons pc L84 2,999 551,8L6
3 HD gloves leather cartoon 5,250 3,s00 18,375,000
4 Ear muffs Pc 3,400 250 850,000
5 Clear safety googgles Pc 4,620 780 3,603,600
6 Respi rator cartoon 3,480 2,389 8,31"4,800

32,669,71,6

Table 5: Non-essential items purchased by the
ministry

Source: OAG analysis of MoIED data

b) Delay in ldentification of lntended
Beneficiaries

4.15 Accordrng to the ESP guidelines, the

beneficiaries of the project were to be

selected through a process whrch rrrclurded

interviews using standard tools airned at

assessing the technical skrlls and the vlability

of the enterprise/project rdea of the applicant

They were to be indirrrdr,rals and entrepreneurs

\ /ith technrcal skills, vrable project rdeas and

should nol have been in business for more

ihan 3 years Due to delay in derzeloprrrent

and irnplementation of the manaqement

framework the minrstrywas nct able tc identrfy

ire irrtended beneficiaries, rhereby delaytng

acrie'zement of the prolect oblecri'res.

4.16 Ha'ring not iclentrfied the benef,ctales io

cccupy lhem the CIDCs cecame prone to
r,':r,i:lisrn al.C ln:[i As a r:sui ll:i:: minrstri,

had :o :'re secur:ly ser';ices fron' J"rne 20'2

to )ecerber 2A11.o guaid the pr:mises ulrtil

Janr-rar;,' 201 j ,,vren iire CIDCs ,^/ef : hancleci

c\/e,- iC i,ii !SA -i.e ar, clir. ":iiealgr,l ;11 3' r,.-
rlinr ;rr;, it;:;l h, rhen tr.L- r''lil I hill ,rr (:r., l 2r_l

:' 'litr.' i'':r )i.r ,rj tt. --i ;: , j- :-' ' -:: i .l

experiment in small scale in order to learn how

thc pro.lecr wrll work n practic:

once it's rolled out The ministry

rn 2012 identrfied 2 CIDCs re

Kiambaa and Kitui central for

pilotrng rn collaboratron witl'r

Kenya lndustrral Estates (K.l.E).

Tools and equipment were

delirrered to the two CIDCs and

K.l E was paici Ksh 2,000,000 to

facrlrtate the pilotrng exercise

However, interview wtth the olficers in charge

of the two CIDCs shows that there was no

guideline on how they were to operate The

ministry also never followed up to find out

how the CIDCs were urorking As a result, the

two CIDCs were not operational af the time of

inspection in Seotember and December 2015

for Kiambaa and Kitui respectively

4.18 Howerier, f,-rrther information rndicates that in

Krambaa l(.1 E had employed a technician who

coordinated rhe renting out of tlre equipmeni

before his contract exprred rn rViarch 2O I 5

but Kitu i CIDC \ /as never put into rrse dod

remained closed all through Thus the mintstrv

drd not benefit from v'rhat was intended in

piloting the two centres clespite incr_,rrrng the

e<per-cl:tu,,? oi k;hs I000,000 or he exerc se

ln adcl r:rcn tools and :quripmeni esir.rdtlC ti
Ksh 295,12C v';ere stolen from Kiiurr f IDC

Measures Undertaken by the Ministry to Ensure

the CIDCs are Operationaland Meet User Needs

rl.l9 The nrir-ristr.y has sjnce involved lr: \lr,:rc

:rtcl Sral Eil:lprisits A,lftcritr/'r',4i-,A) trt

p.::ing;'rrl -,i: tit.: - ftl: iil; r_lit.;r'i, i'a:
-''t : .ir'-1-'ll-r',::.t', t,, ,:r' ,,. i-.-i ' - -l 

:l ,il'

l:.
_ I --.



purchaseci. Under the agreement, TVSEA is in

charge of operatronalization and management

of the CIDCs while the ministry continues lo

offer policy dtrectton Although the CIDCs

have since been handed over to iVSEA, tools

and equipment are still in the warehouses in

Nairobi

4.20 N/SEAisalsointheprocessofdevelopingalVltcro

and Sn-rall Enterprises (worksite) regulation

wlrich is expected to guide the running of the

CIDCs and other worksites under thern The

regulations at the trme of the audrt in February

2016 had reached the At.torney' Gener:l for

his comment and uvould later have to be

discussed by parlrament ln this regulation a

county worksite management committee is

proposed, witl-r a defined conrposition, roles

and responsibrlities The key responsibrlities of

the committee will be to supervise worksite

operations and allocate v,;orksite facilitres to

tnicro and small enterprises.

4.22 tVISEA's effort to ensure the CIDCs ere put rnto

use is howev'er hindered by the associations

rel,rctance to occupy the CIDCs becar-rse the;,

are not connected to electricity and others are

located far lrom market centres as explained

below:

4.23

i. Most of the CIDCs are not

connected to Electricity

For the CIDCs to be operattonal, electrrcity

must have been connected for use of the

equipment However, a status report dated

tVlarch, 2014 shows that 106 or 60020 of the

178 conrpleted CIDCs were not connected

to electricity. The mrnistry had allocated Ksh

200,000 per CIDC for electricity connection,

without consrdering the dtstance of the CIDCs

to the national electricity grid As a result the

amount allocated 'aias less than the quotation

given by Kenya Pourer and Lightrng Company

(KPrC)

4.24 For instanc-o, docLt mentary review indrcated

the tctal amour-rt allocated for electrrcltlr

connection rn I I CiDCs tn Kisumu and Siaya

Counties was l(sh 2,200,000 for a single

phase con.rection Tne total qL.rotation ft on'

ine Kel',,a Pcwer anC l_rghting Company for

connect on \^/as Ksh 7,160,167 which

u,as Ksi'r t,96C.167 rnore tiran the allocaticn as

sho'r,,n rn Table 7.

4.21

Table 5

Further ;VSEA has since managed to mobilise

lua Kali'associations to occupy/use 23 or 2\oh

cut cf tne 82 CIDCs rn the nine zones vrsited.

B more CIDCs are used [onzai'ious pr-rrposes by

tne cornmunities living aCjacent to the CIDCs

as s.to\A'n rn Annexure 6 llVhile thrs allocatron

is r:c, in line vr,ith the rnrtia oblectives of ihe

pro;e:t of se'ving as incubation centres and

cor-urcn rrser facilit,es, it l-ras helped to se curi

the iacrlitLes against,,,andalisn' anC bene[rted

lhe assocrar:ions arc local communities. Table

5 belcw siro\/vs tire cliffererl Lrses tnat CIDCs

ha,,e l:e:r"r cut In:o

CIDCs being utilized for differetrt Purposes

.i ' i I , : ...

hei utilized forPurName of CIDC



Source;

4.25

4.26

Table 7: Cost of Electricity Connection

OAG analysis of MoIED data

Other reasons for non-connection rnclude

wiring not completed and in some cases

connec[ion had been paid but the KPLC had

not yet connected as shown in annexure 7.

ii. CIDC sites tocated in unsuitable
areas

Tlre gutdeline for site selection spelled crtt tlre

criterra for identifyLrrE land for constrr,tction

of the ClDCs. The critela was land to be a

minir-num of 2 acres , be centrally locate:,

accessible ulith basrc infrasiructur.e, proxi.nrt,,,

to the raw materials and pr.eferably a

designated industrial area [or ltght ind.rstrLes

It r,vas especially rmpcrtart to select a centr:llv

placed Iocalion',,r,rl-,ch \Ara s 2.aatt,OIe a n d,lirr
basic infrastrlcIure

/'r1 Ho,v^i e\/er, 12 cr 32rb of ,ire 3 / CiDCs physrcally

rnsDecteal are consf'.,:te:l cr-r srtes tita. ar':

t:ct rd-oal lcr nriii-:; artcJ s,rnell a?taipr;e.)
llecarse iaey ar: iar fr onr tr: inarkel cei-ltres

rs s''r:)\.,\,i- rn Table 8. i ;,: r-[ i,, .: K.:ii ,:'ti,c;
lt:'1.-rl- ri,l l]:t_ i I j... |,, ) ,r. -,Lt.-, rl?,,.:.1_ _i:

'h3r.i 1:t,1t til,,, :: .i- i ' "-' r.l Lr. .: :ri ,l -l j-r, t,,
''a-' 'i'- - :. " -, ,i .. I I r ',

Table 8: CIDCs Built On Unsuitable Sites

1 i ;l' t :

i-' l,l :

No CI DC Cluotation (Ksh.) Arnount Paid
(Ksh.) Difference (Ksh.)

1 Muhoroni 648,664.OO 200,ooo.oo 44A,664.OO
2 Nyando ao2,a62.oo 200,ooo.oo 602,462.OO
3 Nyakach 704,O32.2A 200,ooo.oo 504,O32.28
4 Kisumu Town East 1 48,1 2a-OO 200,ooo.oo (11 ,A72.OO)
5 Kisumu Town West 19a,597.OO 200,ooo.oo (1,4O3.OO)
6 Kisumu Rural 155,412.OO 200,ooo.oo (44,s88.OO)
7 Rarienda 979,219.OO 200,ooo.oo 779,219.OO
a Bondo 1 ,223,637.OO 200,ooo.oo 1,023,637.OO
I Alego Usonga 149,461,OO 200,ooo.oo (1O,s3e.OO)

10 Ugenya 1,255,144.OO 200,ooo.oo 1,O55,144.OO
11 Gem 815,O1 1 .OO 200,ooo.oo 615,O11.OO

Total 7,160,1 67.2A 2,2OO,OOO.OO 4,960,167.2A

Zone Constituency Location ofthe site
Eldoret

Eldoret East
lllula - its o.ttside rhe
shopping centre

Kakamega
2 Shr nyal u

Alcng l(isr:mr. road rea'
river lsiul-r

Vlr tito
i\:ornbe- lt's I clrstarrle
irom Zcmlte r\larket

Kitui

3 Kir, i \.'1lesr:
:(.vra 

"/oe 
za- ii's far'rorr

(,ar: \./onza n^lrket

J
Sgll i

imenti
Nior:h

l'rmaL--lt's oulsiie r:he

to\,\/n ce'-te'

f.. rr ir r

Ci.:rka- Ar Exrsitrl lL.ra

Kali Sire but lands:ape is

sIeep llot for aci,, ities
that ':q - re 3rEe ,,,crkinql

ip.r:e ?Ll v'r:i',1inE
calrlleitlr',/ ei.

Meru

rrttlt l:,

5cr- rir

t.r -r- r-E -1 _ _ Il.e 3il: , Ji.
the c!tsk r:; of i:': io,,. l

Mombasa

L kon
Dcnqc K-rr j,r - ll; fa:

fritr a'-,,r a:nt,:r i^:,rI?
i: lir-r'L)ir

Nakuru

-)L_rTl.tJ.r

l(,lrrrp t,,t I,,i 1; 1;- ;i--r1.1t

I kr'.s f: )'a rl' - r-1., ( ,r

i-cn 3.

l,,,'
Nyeri

sumu



CHAPTER 5

coNcLUsloNs

5.1 The ministry has not achieved its rntended

objective of prorriding .Jua Kali' artisans with

workshops fitted wrth tools and equrpment

in order to support them in bernq more

competrt ve in Lne market by manuf:ctLrng

standardizeo goods of high quality [his rs

mainly due to failure to operationalize the

ClDCs.

5.2 The major factor hindering operationalization

is the delay in developing and implementation

of the managemenl framework to be used in

running the day to day operations of the CIDC

project Delay by the mtntstry to come up with

management framevvork has in iurn delayed

the distributron of tools and equipment

and identification of beneficrarres Delay tn

developing of the framework is attribLrted to

inadeqriate planning at ihe initial stages of the

prcject and lack of prioritrzatton o[ the CIDC

prolecl by the ministry Fatlure to prioritrze the

project has led tc the project being left rdle [or

a long perrod wilhout beirrg cperationalrzed

Thrs does not onl'/ affect the achievemenr of

the rntended purpose of the project but aiso

pLrl at rrsk tl-re publrc funds amo;61i- r- io

Kshs I 458 billior so far invest:ed tn the prtje.t

The mtnistry being the rnple:r'rer-ting ace!.V

ci the prolect rad the duty to saieq,-rard

p-r blrc resclr ices lnd ensr,u'e,lalue l'cr n-to''e)/

utrl'5e:l i:' ihe lrC,e .I l.ov.e n;. ;r16,: -i -";

oea s or's ancl :cttcns taker ci, :ha rri.i;ir'',,

l-.rs lecl :o icss',,'l',[]ae :,f' pt-r ol c r:5D,i ra?5

ii-r ;.-i:r^lOt-;t.f ii.:; J,:-i,. C'' l:*Cr.,i-t '.]ilr , l-l ;l:

r'ri. :-tr j.r-l: ,. ', l'. .'.-- '. i i :r ':: - ,

r';.i' , ;i r '., '.. .r,'''t I .''r-'

CIDCs by allocatrng them to existrng'lua Kali

Associations and facilitating artisans who

have not joined associations to loin However,

allocating to -Jua Kalr' assocrations is not tn

line with the initial objective of the proiect

of pro',riding incubation and common user

facilitres since tools and equipment have only

been delivered to 9 CIDCs ln addition, it might

be diflicult in futurre to termtnate the stay of

these association in the CIDCs once formal

management structures are put in place

tVlSEA is also coming up with a worksite

regulation which will be key in management

and control of the ClDCs. lt is however,

encountering cl-rallenges in rdentifyrng

potential benefictaries in order to put the

CIDCs into use due to tlre lack of power

conneclion and urnsuitable sites.

The tVlinistry does not harre plarrs [or

implementatron of the other phases of the

pro]ect Phase I of the prolect,,^/as a srnall part

of rhe project master plan and lts completion

wrll not guarantee the achrevement of the lonE

term oblectirre of the prolect of improv'rng

rryelfare of the local comtnur-rrty by creatrng

jobs and improving incomes ano stimLrlatrng

regional developmeni

In vrew of the findings and conclusions of ihe

a,.rdit The recon',nrendations oi the recor'i are

curtlrred in Crapter 6 cf thrs report

5. -5

5.6

5.1

53



CHAPTER 6

RECOMMENDATIONS

Establish and lmplement a Functional
Management Structure

6.1 ln order to speed up the operationaltzatron

process of the ClDCs, the mrnrstry should,

i. Fast-track the gazzetment of the

worksrte management regulations that

wrll gurde the day to day operatlons

of the centre s and ensure delrrlery of

tools and equtpmenr The regulatrons

wrll ensure sustarnabiirty of the centres

ii. To ensure accountabrlrty of the pro.Ject,

the lVrnrstry should constrtute a prolect

team wrih clear roles and responsrbrlrty

for the pro1ect

Prioritisation of the CIDC proiect

6.2 The t\/rnrstry and i\ISEA should prrorrtrze ihe

CIDC prolect to ensure rhat funds are allocated

for connectton to electrrc ty ln addttion, they

should set targets In terms of trmeframe and

expected outputs, thrs rr,zrll ensure that the

centres are pLtt nto tntended use and aruord

further vvastage cf re;ources

Reassess User Needs and Pilot a Few CIDCs
before Operationalizing Nationwide

6.3 The mrnrs:r\'J.c l',/SEA shoLrld,eassess ihe

neeCs cf the ce,re lcrar es to e;t3blrsh :he

CIDCs which r..lu ,e and v,r llcptrrnally r se rlre

a'l:rlable .ocls :rcl eq- p"nartt, ccnsrcl errng

ii.ey ,ar: i:',,, i,-it,e _1,. e'rl_i.,, llev -hrr-r lo p l:I
.lperati()i^ tlttal ir )ll liro:e i; n a i:, -lD( r

'. )f,j?t t _, .-^i r.1,,. -a .r, rh: ^rlr:_-- D l.),

r,1 r;i11r'' 1 ,) ;l ,, ,.^, ,,- ,

The lVrnrstry and IVlSEA shouid reassess

avarlable resources agatnst the reassessed-

needs and formulate new plans wtth arm of

achrevrng the oblectrve of the project

6.4
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ANNEXURES

Annexure 1: List of people interviewed

Entity
Official
interviewed

Reason

iVrnistry of
lndustrralrzatron and

Enterprrse Development

Officials in the
lnd u stria lization
d irectorate

o To understand implementation of the CIDC

prolect
. To get confirmation of information obtained

from docurrertary review.
o To establish the status of the prolect
. To understand the issues and challenges in

implementation of the project

County lndursti'ial

Derielopment
officers in the various
regions inspected.

a To understand the role of CIDOs in the
impleme^tation of the pro1ect

To obtarn more information on the
implementation and operationalization of the
CIDC project
To understand why rt has taken long to
operationalize the CIDC Prolect

a

a

lVISEA
,MSEA officrals at
head office and

Cou nty Enterprise
Development
officers in the various
regions inspected

a To establrsh tlre status of the CIDCs and

challenges encountered in putting them to

u 5e.

Kenya lndurstrial Estate
(KlE)

KIE officers tn Kiambu

and Kitui

a To understand therr role in operationalizatton

of CIDCs

Nurmerical Uiachtning
Complex (Nr\lC)

NNzIC officials
a To understand N\4C s role in prcductron cf

tools/eou ipment

Beneficraries/tJsers
In various ieg cns
visrleC

a o n oLlt t etr un e rSta n ng e

o

pro]ect
Tc finC c;l whether they harre Ceen tssued

rr.'ith tool s/eq u r ptnent
To finc c-rr: their role in maragerrent of tre
CiDCs

a
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Annexure 2: Documents reviewed

Annexure 3: Sources of Assessment Criteria
. Generalllz accepted pro1ect managennent practices

o N/andate - Srraregrc Plan Qa}i/2008 ro 2C12/2A13)

o Executi'ue Orde,

. Ccntract )ocurnents

r ESP G"iidelines

o MSEA Aci

o Inclustrralizafior- polrcy,

. AlJ'eemenr:'cr -1ar,1i,,31. ci''-lDC io r\,iSEA

o ,\./ 1- 5.11ia Circl-i lar;

. - 
r: ;. . ..-.

Stakeholders Type ofdocument
reviewed Reason for review

[/ inistry of lndustrialization
and Enterprise Development

Strategic plan 2008-201 2,

draft strateqrc plan 2013-
201 7, Executive Crder
No 1/2008 and National
lndustnalizalon Policy

To understand the lvlandate of the ministry
and whether the CIDC prolect was in line with
the mandate of the rrrnisrry

Store Cards for CIDC
pro]ect To find out what tools/equipment are in stock

CIDC concept paper To find ourt the guridelines for the pro1ect

CIDC status reports To find out the current status of the pro1ect

Correspondence fi les for
the project

General information, issues arrsing ancl
ongotng actrvities

iVemorandum o[
understanding between
the IVlinistry and rVSEA

Provision of the agreement in regard to
handing cver of the CIDCs

/V4SEA TVSEA Act 201 2

FSP gurdelLnes

To understand the mandate and role of rVSEA
in regard tc operationalizatLon of CIDC pro1ect

N/rnistry of Planr-rrng and
Devolution

To get implementatron guidelrnes of CIDC
prolect
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Annexure 4: CIDC Sketch and Design

Annexure 5: Site Selection Criteria

Thefollovrirnq were the proposeC qr-rrdelines for selection of suritable loca:icn fcr ccnstructicn;

i) The size of latd fc'' inctustrral prcject that,rould ha','e impaci in the regio. s,tould De a minlnlum of 2

aares

ii) Preferably a destgnated area fcr light inciListries

iii) LocationmLstbeaccessible,rvitninFrasirr-rctLr Ie; waiei',roads,coweranootherLrlrlitles

ir') Lccation wrth clccd drainag:
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Annexure 6: Status of Use

20 Oth aya

The CIDC was allocated to Othaya'lua l(ali'Association who
uru.3prrTinB cut various activifies. All the four wor.l<shops are
cccuoied by r-nerrrbers cf the Associalron mainly carrying out
carpentry arrd welding and ihere is cne member proclucing cattie
:e':;

ln use

I t--
I, li.rt't:, ^t'

Constituency/CtDC Status of use Utilized for

7 Butere in use Occupied by an existing 'Jua kali' Associatron

2 Eldoret South ln use
The county Minister of trade allocated it to a cooperative society
who are using it as a milk collechon point

3 Mumias west ln use
The sheds have been occupied by members of Mumias ,Jua Kali,
Association

4 Emuhaya ln Use
Workshops are occupied by Members of Bunyore Micro &Small
enterprise Authority

5 Vihiga In use
Occupied by members of Vihiga t\Iicro and Small Enterprise
Associatio n

6 Hamisi ln use
Occupied by Hamisi 'Jua Kali'Association and Hamisi Micro and
Small Enterprises Authority

7 Bon cha ri ln use
CIDC occupied and being utilized for various activities as follows:
Welding, tailoring, office for Suneka 'Jua Kali group and storage for
other CIDCs tanks

8 South Mugirango ln use ln use

9 Bomachoge ln use
Currently in use but there is a dispute in the use of the CIDC since
there is no local 'lua Kali'group in the area. The tua Kali'group
allocated the CIDC is from far and the locals are against it

10 Kitutu Chache ln use
Allocated to a'Jua Kali'group engaged in carpentry, tailoring and
welding achvities

71 Eldama Ravine ln use Currently allocated to carpenters

L2 Baringo Central ln use Allocated and being used by KIE

13 Kisumu Rural ln use Handed over to SEME 'lua Kali'self-help group

14 Kitui West ln use
Allocated to Tei wa Ngai Women Association; they make charcoal
briskettes

15 KituiSouth ln use
Allocated to lkithathe lua Kali Association who are mainly
ca rpe nte rs

16 Mwingi North ln use
Allocated to l(yuso'Jua Kali'Association. Members carry out
Texhle and woodwork achvilies

17 lVsambweni ln use It's being used by Lunga Lunga hand craft group

18 Taveta ln use Two rooms have been occupied by a group processing fish meal

19 Voi ln use The CIDC is used by an entrepreneur who is milling maize



Constituency/CtOC Status of use Utilized for

23 Mwea ln use
Allocated to Mwea 'Jua Kali'Association who carry out wood work
and metal work activihes.

CIDCs allocated to other users

1 Nyaribari Chache ln use One room occupied by the area chief as an office

2 Mutito ln use Not allocated to anygroup, its used as a store for relief food

3
Kirinyaga East-

Gichugu
ln use

Allocated to Gichugu SMEs. The land also serves as a youth

empowerment centre. Agricultural value addition is also carried

out in the centre by the youth. At the moment the land has been

taken over by NYS.CIDC workshops used as dormitories.

4 Kisa uni ln use The rooms are being used as classrooms for students

5 lmenti Central ln use It's being used as a classroom

6 Kuresoi ln use Other use; occupied by squatters

l Nakuru North ln use Used by NYS as an operation centre

Rongai ln use
2 rooms are used as an ECD center;1room as an Assistant Chief's

Office,

A total of 31 are in use

Source: OAG analysis of information obtained from documents, interviews and physical verification



Annexure 7: CIDCs not connected to Electricity

iVl uhto Not ccnnectec

pa id

No Eshmates, fresh quotaions to be done

\,1.1i16sr r.l 17r6 )lDi ccn.acl::: \ic esr rn ate s quoi.a]:l:r; !c i;g r-rgp3

-.)
lt

Constituency/
crDc

Connection to
Electricity

Estimated Cost
for connection
lKshs-l

Reason for non-connection

1 Kisumu Rural Not connected 155,472 Electricity wiring installation works pending

2 Ugenya Not connected 1,255,144 Not paid

3 Kitui Central Not connected
Connection fee had been paid. lsolator Switch
required plus electrical instailation test all
costing Kshs.95,000

4 Bondo Not connected r,223,637 Not paid

5 l(eiyo North Not Connected 347,528 KPLC has dropped cables but has not connected
power, wiring was not complete

6 Keiyo South Not Connected 227,468

7 Eldoret South Not connected L,357,543 The area is isolated near a forest

8 Eldoret North Not Connected 446,O90

9 Mosop Not connected 1,536,316 abandoned at slab level

10 Aldai Not Connected No Quotation
'11 Tinderet Not Connected It's not clear whether it was paid, but the site is

within town
12 Khwisero Not connected The ower line is far

13 Mumias west Not connected KPLC have dropped the cables but not
con nected

14 Luga ri Not connected Power connection cables have been dropped

15 B ute re Not connected

16 South Mugirango Not connected 64,880
KPLC has been paid the quoted amount of
awalting connection

17 Bomachoge Not connected 440,978 Not id due to lacl< of funds

18 Nyaribari lVasaba Not connected Quotation not yet given and also there are no
funds for electrici con n ection

19 Muhoroni Not connected 648,644

)o Nyando Not connected 802,862 Three phase electricity quotahon Ksh.802,862

21 Ra ried a Not connected 979,219 Three phase electricity quotation

22 Gem Not connected 815,011 Three phase electricity quotatron

23 Alego Usonga Not connected 189,46 1

1A

t_
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Constituency/
crDc

Connection to
Elecuicity

Estimated Cost
for connection
ll(chc I

Reason for non-connection

29
Buuri- Former
lmenti North

Not connected 406,000 Quotation for electricity is Ksh. 406,000 not yet
paid

30 lmenti South Not connected
Electricity connection paid, waiting for KPLC to
con nect

31 lmenti Central Not connected paid avrraiting KPLC to connect

32 Chuka-Nithi Not connected 150,000
About Ksh. 150,000 required for connection.
Lease certificate for Jua Kali plot to enable KPLC

to connect

33 lVlsambweni Not connected 3,984,600 Not paid

34 Mwatate Not connected 48,240 was paid but not connected

35 Tetu Not connected Not complete, Wiring not done

36 Nyeri Town Not connected

37 Eldoret East
Not
Con nected-

792,686
With help of the area Mq KPLC has dropped
power cables but electricity is not connected

38 Emgwen Not connected- 402,074
Not complete ,wiring has not been done,
Quotation was Ksh. 4O2,O1,4

39 Sa batia Not connected

40 Likoni Not connected 2,202,840 Not been paid

41 North Mugirango Not connected 54,080 Already paid

42 Shinyalu Not connected,
KPLC has dropped power cables but it is not
co n n ected

43 Malinya-lkolomani Not connected, 40,960

44 Bobasi Not connected 1_O4,206 Paid, but wiring has not been done

45 Nyaribari Chache Not connected 59,880 Not been paid due to lack of funds.

46 Kitutu [\4asaba Not connected 45L,495 Only paid Ksh.1.77,72O out of the 45L,495

47 Ronga i Not connected 1_,878,040 Not paid

48 l(itui West Not connected No estimates, Quotation to be done

49 KituiSouth Not connected No Eshmate, Quotation to be done

50 M uku rweni Not connected 653,725 Not paid

(1 lVwea Not connected 1,403,000 Not paid

52 Kirinyaga West Not connected 857,240 Not pard

;3 l(uresoi Not connected 1,7 05,0t 2 Not paid

Dal.C 3 Oirase, Jeri,,fiC.tie ,3f r,y1;ino issiteC :"
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Annexure 8: Management's Response

Audit Findings Responses from Management Auditors Comments
Status of Completion of CIDCs

According to lVlolED strategic plan 2008-
2012, the Ministry mandate was to formulate
industrial strategies such as development
of micro, small and medium lndustries.
ln line with this, the A/linistry through the
CIDC project was to facilitate construction
and equipping of workshops in all210
constituencies in order to move the Jua Kali'
artisans into a more developed environment
with electricity, water, tools and equipment
to manufacture goods of better standards so
as to make them more competitive. A status
report dated 31st March indicates that 85%
of the CIDCs were complete, 5 o/o had stalled
at different levels and in 1Oo/o or 21 of the
Constituencies Land for construction was not
available.

The IVlinistry agrees that the
implementation of Economic
Stimulus Programme E5P was
factored into the lVlOlED's

Strategic Plan. The construction
was not realized in allthe
2'10 constituencies due to
fi nancial challenges that were
strictly provided within the ESP

framework and other exogenous
factors such lack of land in some
constituency.

The I\4inistry agrees that as at
31st lVlarch 2014,85o/o of the
CIDC were complete. However,
the Ministry handed over
the operationalization of the
CIDCs to the lVlicro and Small
Enterprises who according to
their status report, (October
2015), 32 were fully complete, 74
were lacking water, toilets fence,
electricity or one amenity, while
52 were neither structurally
complete nor had basic
amenities.

The issue is mainly
on the status ofthe
CIDCs as reported in
the audit which the
ministry agrees with



lnadequate planning at the Initia! Stage of
the Project.

Though good project management identify
planning as the most essential part for any
project, CIDC project was not adequately
planned in terms of necessary guidelines
on use and sustainability and therefore
the ministry faced difficulties on how to
operationalize the ClDCs, awareness was
not carried out among the beneficiaries
at the initial stage of the project and the
beneficiaries were not aware of their role in
the use and management of the centers.
Further, the implementation phases were
not clearly defined and planned; in that
though the project was supposed to be

implemented in phases in order to achieve
the long term objective of improving
welfare of the local community by creating
jobs and improving incomes and stimulating
regional development only phase one was
done and the other phases were neither
defined nor was it provided how they
were to be funded and implemented.
lmplementation of phase one alone will not
guarantee the achievement of the long term
objectives of the project since it is a small
part of the master plan.

The [Vlinistry agrees to all our
findings on the planning at the
initial stage of the project

No further
comments on these
issues.



lnefficiencies in the implementation of the
project.

a)Delay in Delivery of Tools and
Equipment

Phase one of the project was to be
operationalized after the workshops
were built to completion and equipped.
However, though 85o/o of the CIDCs had been
completed by iVlarch 20,l4, nothing had been
done to operationalize them. lnefficiencies
in the implementation have contributed to
failure to operationalize the CIDCs and loss/
wastage of public funds. lnefficiencies in the
implementation of the project included:

l. Delays in developing a management
framework

There were delays in developing a

management framework that would guide
the daily operations of the CIDCs as well as
help in control and management of tools
and equipment to ensure sustainability of
the project.

The Ministry agrees to all our
findings on the planning at the
initial stage of the project

No further
comments on these
issues.



,
Further, the National secretariat committee
that was constituted to develop the
operational guidelines did not define the
management framework for the ClDCs.

They also ceased to function at the end of
the program in the financial year 2011 /12
but the IVlinistry did not put in place a

project management team to spearhead the
implementation of the project to the end.
This resulted in delay in delivery of tools
and equipment as well as identification of
beneficiaries. Further, once the construction
phase was completed, tools and equipment
were expected to have been delivered to the
CIDCs as early as June 201 0 but out of tools
and equipment worth Kshs. 357 million
none had been delivered except in only 9
CIDCs as per the time of the audit ( A4arch

2016)

a)Delay in delivery of tools and
equipment

Delay in delivery of tools and equipment
has not only resulted in failure of the
project in achieving its intended objectives
but has also resulted In theft of tools and
equipment worth Kshs.63 million stored
at KlRDl. Further, about 15o/o of the funds
initially allocated for purchase of tools
and equipment were used to buy non-
essential items which may affect availability
of adequate tools and equipment for
operationalization of the ClDCs.
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b)Delay in ldentification of lntended
Beneficiaries

The beneficiaries of the project were to
be individual and entrepreneurs with
technical skills, viable ideas and should
not have been in business for more than
3 years, they were to be selected using
the set criteria. However, the ministry
was not able to identify the intended
beneficiaries due to delay in development
and implementation of a management frame
work thereby delaying the achievement of
project objectives. A delay in ldentifying
the beneficiaries has further resulted in the
CIDCs being prone to vandalism and theft
causing the ministry to incur expenditure
of Kshs. 120 million on provision of security
services which should have been avoided
had the CIDCS been operationalized.

ll. Lack of follow-up during the piloting
phase of ClDCS.

The Ministry had identified 2 CIDCs for
piloting in collaboration with Kenya
lndustrial Estate(KlE) but there were no
guideline on how they were to operate
nor did the ministry follow- up, as a result
the two CIDCs were never operationalized
despite the ministry rncurring a cost of
kshs.2,000,000 and delivering tools and
equipment to the two CIDCS.



Measures Undertaken by the Ministry to
ensure the CIDCS are Operational and
Meet Users Needs

As a way forward for putting CIDCs in
use, the [Vlinistry in January 2015 handed
over 162 CIDCs as well as the tools and

equipment purchased to ftlicro and Small
Enterprises Authority (l\4SEA) who were
to be in charge of Operationalization and
management of ClDCs. However, though
tools and Equipment were handed over,

they are still in the warehouse in Nairobi.
IVISEA has also developed regulation which
are expected to guide the running of CIDCs

which at the time of the audit (lVlarch 2016)
were at the Attorney General Office. IVISEA

has also mobilized Jua Kali'Association to
occupy or use 23 or 28o/o of the CIDCs in Nine
Zones.

The lVlinistry indicates that I\4SEA

took over 158 CIDCs as opposed
to 162 reported because 4 of
the CIDCS were found to be on
disputed land and their status
had not been concluded. IVISEA

has so far received 106 Lathe
machines from the Ministry that
are currently being distributed
to the CIDCs as part of
Operationalization process.

The l\/inistry also indicates
that IVISEA has developed IVISE

Worksite regulations which have
since been approved by the
Attorney General Office awaiting
validation by stakeholders. lt has

also identified IVISE Association
and groups to occupy more
than 80% of the CIDCS it
took over to operationalize.
However, the unoccupied are

either incomplete, located far
away from any IV1SE activities
or are prone to harsh weather
conditions

Though the lVlinistry
indicate that IVISEA

has received 106

lathe machine which
are being distributed
to ClDCs, it has not
commented on the
position of the other
equipment which
at the time of the
audit were still in
the warehouses
in Nairobi.The
response does not
also indicate what
will happen to the 4
CIDCs which are on
disputed land.

With regard Worksite
regulation, there
is no indication
of how long the
validation by the
stakeholders is likely
to take though this
is a key factor in the
operationalization of
the ClDCs.



Further, though the
IVlin istry indicate
that it has identified
IViSE Association
and groups to
occupy more than
8Oo/o of the CIDCs

no documents
have been given to
verify this fact and
so this can only be
done during the
follow-up audit. The
Ministry has also not
indicated the issue
of the CIDCs which
are unoccupied
either because they
are incomplete,
located far from iVlSE

activities or prone
to harsh weather
conditions.

Factors hindering MSEA from achieving
the objective of operationalization
despite its effort.
Most CIDCs are not connected to
Electricity

Status report dated I\4arch 2014 indicates
that 1 06 or 600/o of the 187 completed CIDCs
were not connected to electricity because
the Ministry had allocated Kshs.200,000
per CIDC without considering the distance
of the CIDC to the national grid as a result,
the amount allocated was less than the
quotation by KPLC . Other reasons for non-
connection include wiring not completed
and in some cases connection had been paid
but KPLC had not yet connected the power.

CIDC sites located in unsuitable areas.

Though the CIDCs were supposed to be
situated in centrally located areas accessible
with basic infrastructure and proximity to
the raw materials ,12 or 32oto of the CIDCs
were constn:itecl cn ;ites ihat ai'e ici tCeai
''),:)',a..;lr- 
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The fVlinistry indicates that
it has earmarked to have a 3
phase electricity and provide
other basic amenities to the
CIDC lacking the same when
funds become available. lt
is also following up with the
Kenya Power and wiring for the
CIDCs where the process was
incomplete. For the CIDCs that
are perceived to be located in
remote areas or far from the
markets IMSEA is discussing
with the self-help group or
Community based (CBOs) to use
and occupy the sites as well as

carrying out sensitization to the
localcommunity.

The A4inistry
indicates that actions
it has taken to
address the issue of
power connectivity
and other basic
amenities and also
addressing the
issues of the CIDCs
perceived to be far
from the markets
though it is not
known how long this
is likely to take since
no time lines are
provided.



Conclusion

The audit conclude that the ministry has

not achieved its intended objectives of
providing Jua kali'artisans with workshops
fitted with tools and equipment in order to
support them in being more competitive in

the market by manufacturing standardized
goods.. This is attributed to delays in

developing and implementing management
frame work, which has resulted in delays
in distribution of tools and equipment and
identification of beneficiaries. Failure to
prioritize the project has led to the project
being idle for a long period of time which
does not only affect the achievement of
project objective but put at risk the public
funds amounting to kshs. 1,468 billion so far
invested in the project. Further, some of the
decisions taken by the ministry has resulted
in loss/wastage of public resources. This is

attributed to absence of project steering
team and non- prioritization of the project.

The Ministry in its effort to put CIDCs

in to use has been trying to allocate
the CIDCs to the lua Kali'Associations.
However, allocating the CIDCs to" Jua Kali"
Association is not in line the initial objective
of the project of providing incubation and
common user facilities and in future it might
be difficult to terminate these associations
in the CIDCs once formal management
structures are in place.

The Ministry feels that objective
of providing workshops to
Jua Kali'Artisans has been
partly achieved and A/SEA has
operationalized more than
B0% of the CIDCs it took over
and operationalization of the
remaining is ongoing.

The Ministry agrees that
Operationalization is ham pered
by lack of management
framework. However, validation
and gazettement of the draft
Site lVlanagement Regulations
developed by MSEA will
provide Framework on the
Operationalization of both the
CIDCs and MSE Worksites.

The Project lmplementation/
Steering Committees were set
up in the then constituencies
which totally collapsed with
the transition into County
Government operations. Th is

affected full implementation on
pending ClCs.

Though there may be fear that
existing lua Kali" Associations
framework may be difficult to
terminate in future, it has so
far facilitated wider usage of
the facilities Sensitization and
inclusion of the Association
during validation of the site
management Regulations is

expected to reduce resistance
during their implementation.

Though the
ministry indicates
the objectives of
the projects are
partly achieved, it
is not possible to
confirm that because
the management
framework
which is key in
operationa lization
of the CIDCs are still
not in place, there
is also no indication
of whether the
tool equipment
and equipment
which were in
the warehouse in

Nairobi have been
delivered to the
CIDCs and no details
have been provided
on the over B0olo

of the CIDCs said
to have been
operationalized.
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Though MSEA is coming up with worksite
regulation for management and control of
CIDCs there are challenges in identifying
potential beneficiaries due to lack of power
connections and unsuitability of some of the
sites.The Project was to be implemented in
phases but the ministry only implemented
phase one of the project which is a small part
of the master plan which cannot guarantee
achievement of the long-term objective of
the project.

The Ministry also agrees that
Occupancy of the CIDCs in
areas where the amenities
have not been installed is

facing challenges. These will be
addressed and completed once
funds are available.

Finally the ministry concludes
that the idea behind the
Economic Stimulus Program
(ESP) was noble and still very
relevant to date. The Ministry is

in discussions with the County
Governments to com plete
the remaining phases of the
programme in addition to lobby
for more funds for completion.



,

I



a

\

c

CONTACTS

Office of the Auditor-General

Address: P.O. Box 3OO84-0O1OO, NAIROBI.
Telephone: +254 7965285 60
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