


























































































































Timeframe: Short-term
4.3.1.2 Textiles and clothing

In Kenya,. the textile and clothing industry comprises of two main sub-
sectors namely:

(i) Textiles; covering cotton growing and ginning, fabric
manufacture, including activities such as polymerization, spinning,
weaving, knitting and wet processing, and

(ii) Apparel; which include garments and clothing accessories (labels,
buttons, zippers and packaging).

Apparel manufacturing is the most vibrant part of the chain at the moment,
largely because AGOA permits imports of fabric from low cost producers
in any part of the world.

Under this policy framework, the following policies measures are to be
pursued: '

1. Revive ‘dead’ textile mills and ginneries in the country.

2. Encourage the setting up of weaving and milling plants through
incentives on capital equipment.

3. Encourage the regional development of textile within the EAC
region to maximize on comparative advantage.

4. Provide competitive prices for cotton farmers, through the Cotton
Development Authority (CoDA), in line with international textile
prices.

5. Ban exportation of cotton in unprocessed and semi-processed
forms.

6. Introduce a levy on the export of cotton lint to encourage local
processing and

7. Ban the import of used clothes (mitumba) on health grounds.

Timeframe: Short-Medium term
4.3.1.3 Leather and Leather goods

The Kenyan leather industry has strong backward and forward linkages
that provide opportiunities for value addition using locally sourced raw
materials. The leather industry is made up of four main sub-sectors: the
raw material base (hides and skins); Tanneries, Footwear, and
manufacturing of Leather goods. The government will put into place the
following policy measures: "
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Strengthen the Leather Development Council.

2. Revive and mainstream the Training and Production Centre for the
"Shoe Industry (TPCSI) in order to promote technical capacity in
processing of leather products.

3. Strengthen the leather training and incubation programmes in
KIRDI and KITI.

4. Ban importation of used leather products, and
5. Ban the exportation of raw hides and skins.
Timeframe: Short-Medium term
43.2 Medium to high technology sectors

This pollcy will promote the development of medium to hlgh valued
products in the following sub-sectors:

4.3.2.1 Iron and Steel Industry

The industrialization of any nation is largely dependent on the availability
and affordability of iron and steel. It has been established that vast
amounts 'of iron ore reserves exist in several locations in Kenya, including:
Meru, lkutha, Taita, Embu, Lolgorien, Samburu, and Funyula districts.
There-are also smaller deposits in various parts of Nyanza, Western and
Coastal regions including pyritic ores in Bukura area, limonitic ores on
Lugulu Hill south of Sio and and goethite ore on Mrima Hill in Kwale.

The second main mgredlent in iron and steel production is coal which has
also been reported to be in Mwingi and Kitui districts. The third main
mgredlcnt in the iron and steel production is limestone, which occurs in
various parts of the country including Mutomo, Kajiado, Taita, Pokot,
Baringo among other areas.

In pursuit of the need to grow and expand the potential that is inherent in
the iron and, steel industry in Kenya, it is proposed that the following
policy measures be pursued:
1. Establish a sub-committee of the proposed National Industrial
- Development Commission to deal exclusively with the development
of steel and iron.

2. Rationalize the tariffs and any other anomalies within the industry to
ensure local competitiveness and value addition in the development
of down-stream industries, including machine tool industry,@orging
industry, agro machinery and motor vehicle assembly.

3. Establish the types, location, quantities and qualities of. iron, coal
and limestone in the country.
4. Establish a mini-steel plant at the NMC.
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5. Develop an institutional framework to promote development of iron
and steel mills industries in the country, within the framework of
‘Kenya Vision 2030.

6. Establish a coal power generation plant.

7. Impose a ban on export of scrap metal and iron ore.

8. Promote stockpiling of the iron ore and limestone while initially
_ exploring ways of mining the coal and producing the coke.

Timeframe: Medium-Long term
4.3.2.2 Machine Tools and Spares

Machine tools are power-driven machinery and equipment that perform
specific actions on materials like metal, wood and plastic. These machines
are used for turning, milling, drilling, grinding, water-jet or laser cutting;
material forming i.e. stamping, bending and. joining as well as work
holding i.e. chucks, fixtures and clamips. Special tooling such as dies and
moulds, is custom designed and made to manufacture specific products,
generally in quantity and to desired levels of uniformity, accuracy, inter-
changeability and quality.

In consideration of the foregoing potential within the machine tools ana
spares sub-sector, the following policy measures will be pursued under
this framework:

1. Build manufacturing capacity in products and tools design;
machining , forging, forming , casting and tool room facilities.

2. Establish a machine tool cluster agglomeration of firms with
forward and backward links.

3. Upgrade technical and managerial skills to enable precision
engineering.

4. Promote incentives to investors in machine tool industry such as
tax holiday, preferential tariff on imported high precision
components.

5. Encourage collaboration/manufacturing under license with
renowned machine tool manufacturers.

6. Deploy CAD-CAM, manufacturing and CNC technology and
encourage university students to undertake practical training and
working knowledge of soft ware such as Pro-engineering and Solid
Works for opportunities in machine tooling and sheet metal works.

Timeframe: Short-Medium term
4.3.2.3 Agro Machinery and Farm Implements

Agricultural machinery is defined #s any kind of machinery used on a
farm to help in the vocation of farming. The best-known example of this
kind is the tractor. Some of the tasks that these machines can perform
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include soil cultivation, planting, fertilizing and pest control, irrigation,
harvesting/post-harvest, hay making, loading and milking.

In order to harvest the potential in this sub-sector while also directly
complementing the Kenya Vision:2030 aspirations for the agribusiness
potential in the country, the following policy options will be pursued
under this policy framework:

1. Promotion of the usage of farm energy efficient machines and
equipment which reduce on energy expenses while increasing
returns. .

2. Working with the Ministry responsible for Finance and other
stakeholders to lobby for the provision of tax exemptions on
imported farm machines and implements.

3. Pursuing of joint venture partner who manufactures low cost
tractors in order to support agriculture and agro based industries
with a view to germinating other ancillary and sub-contracting
SMEs with a potential to expand towards an automotive sector.

Timeframe: Medium-term '

4.3.2.4 Pharmaceutical Industry

The Pharmaceutical industry in Kenya has the potential for growth to meet
national and regional demands. The government has already initiated the
formulation of a more detailed, Kenya National Pharmaceutical Policy
(KNPP)whose objective, interalia is to “‘encourage local manufacture of
essential medicines for self-sufficiency in the domestic market and to
promote growth in pharmaceutical exports.”

In order to tap into the clear potential in the pharmaceutical sub-sector, the
will pursue the following policy objectives:

1. Promote procurement of locally manufactured pharmaceutical
products, and

2. Encourage the use of local raw materials for the manufacture of
pharmaceutical products.

3. Streamline the institutional and legal arrangements governing the
pharmaceutical sector.

4. Ensure training of more specialised -personnel, to cater for R&D
needs; industrial pharmacy, biotechnology as well as quality
control assurance.

5. Encourage technology transfer, especially for the manufacture of
generics; and

6. Initiate knowledge and awareness campaigns to ensure proper
understanding of generic medicines.
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Timeframe: Medium-term
4.3.3 Advanced manufacturing sectors

The predominance of medium to high-tech products in global trade
signifies the need for new advanced manufacturing processes. To ensure
Kenya is not left behind, the following priority sub-sectors will be pursued
in the long term:

4.3.3.1 Biotechnology and Nanotechnology Industry

Biotechnology is today used in a variety of primary production needs, in
health as well as in industry. Specific industrial applications include the
use of biotechnological processes to produce chemicals, plastics and
enzymes, as well as, environmental applications such as bioremediation
.and biosensors and methods to reduce the environmental effects or costs
of resource extraction as well as production.of biofuels. On the other
hand, Nanotechnology (also known .simply as nanotech), is a branch of
technology that essentially leads to the production of ‘nanoparticles’ that
are today being in many countries in the production of textiles, cosmetics,
sunscreens, surface coatings, printing, water treatments and kitchenware.
Reports indicate that more than 100 foods have been manufactured,
processed, or packaged using nano particles.

The government will pursue two major policy options in order to grow
these modern-day industrial technology options in Kenya:

1. Develop initiatives that will attract major investment in bio=and
nano-technology research and product development from local and
international companies or institutions, and

2. Promote industrial skills development for bio-and nano-
technologies applications.

Timeframe: Long-term
4.4 Human resource skills development

Skills and competency is a fundamental pillar for successful industrial
development. Similarly, the development of technical, production and
managerial skills is essential for the success and expansion of the
industrial sector. Currently there is a mismatch between the industrial
labour market requirements and human resource development. This
requires integration and strengthening of linkages between training
institutions and industry as well as the development of technical,
production and managerial skills in a well-structured and coordinated
manner.
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The government will pursue the following policy options:

1.

Expand technical, vocational and entrepreneurial training designed
to offer artisan, craftsmanship, technician, technologist and
engineering training for industry through Technical and
Vocational, Education and Training (TVET) reforms.

Develop a framework to provide and enhance sustainable linkages
between tertiary and vocational training institutions and with
industry.

Build strategic alliances with institutions of higher-learning and
R&D for continuous acquisition and provision of knowledge
resources for industrial development and competitiveness.

Encourage private sector investment in technical human resource
development.

Develop a framework and incentive scheme for industrial
attachment; and

Establish equitable entrepreneurial ‘Centres of Excellence’ for
Business Development Services (BDS) for Micro, Small and
Medium industries across the country.

Timeframe: Short-Mediumn term

4.5

Foreign Direct Investment

Foreign Direct Investment (FDI) bring about various positive linkages
such as stable inflow of foreign capital, increase in employment, increase
in gross national product, improvement in balance of payments and
transferring multinational corporations' advanced managerial assets,
know-how, skill and high technologies to the host country.

To encourage FDI inflows into the country, the government will:

1.
2.

Develop an EDI Policy to maximize on the economic linkages.

Establish and maintain investment legal systems that are relevant
for industrial investment.

Review the mandates and restructure the public institutions
involved in investment and export promotion; and

Review the existing investment incentive packages to attract large
FDI.

33



Timeframe: Medium-term
4.6 Market Access

Access to markets is essential for the development of the industrial séctor.
Kenya depends on a few traditional export markets for its industrial
products. The domestic market for manufactured goods is large but the
local capacity to satisfy this market is limited. In order to promote market
access for industrial products and address the ‘supply side’ and ‘demand
side’ constraints, the government will:

Promote the consumption of locally manufactured products.

2. Implement programs to improve the quality of locally
manufactured goods.

3. Implement measures to curb the influx of sub-standard, dumping
and counterfeit goods.

4. Implement the provisions of Public Procurement of locally
manufactured products;

5. Strengthen the negotiation capacity of Kenyan negotiators and also
review bilateral, regional and multilateral trade arrangements in
order to enhance market access for manufactured products.

6. Align the Trade, Special Economic Zones and Industrial Policies.
Timeframe: Short-Medium-term

4.7 Standards, quality infrastructure and Intellectual
Property Rights

Quality infrastructure refers to all aspects of standardization, metrology,
testing and quality management, including certification and accreditation.
Similarly, an effective Intellectual Property Rights (IPRs) system is an
incentive to innovation. For Kenya’s products to be competitive in the
domestic, regional and global market, the country must adhere to quality
standards and IPR protection. To enhance standards and quality
infrastructure; and IPR protection, the government will pursue the
following policy measures:

1. Fast track the harmonization and implementation of EAC and
COMESA common quality standards and enactment of the EAC
Anti-Counterfeit Bill.

Fast track the enactment of Kenya’s Trade Remedy Bill, 2011.

Restructure dnd strengthen the Intellectual Property Tribunal and
Standards Tribunal to enhance their effectiveness.
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4. Strengthen the Anti-Counterfeit Agency and other instituuuvas
involved in the fight against counterfeit goods.

5. Develop a National Quality, Standards ‘and Anti-counterfeit Policy
to address the following:

(i) the responsibilities of importer, exporting countries, shipping
lines, clearing and forwarding agents-and government agents
with respect to sub-standard, counterfeit and, fllegal goods
imported into Kenya.

(i) graduated and progressive standards conformity for local
Small and Medium Industries; and

(iii) Harmonize and streamline levies charged by the regulatory
agencies.

Fast track the enactment of a National Intellectual Property Policy.

7. Strengthen institutional capacity for IPR and increase knowledge
and awareness of IPR issues and its importance to industrial
investors.

Timeframe: Short-Medium-term
4.8 Industrial Research, Development and innovation

Industrial Research and Development (R&D) as well as innovation all
play an important role in a modern economy where new knowledge is
central in product development and new technologies. Resource Efficient
and Cleaner Production (RECP) is an integral part of sustainable industrial
development and ensures cleaner production practices in industries and
environmental conservation. The government will pursue the following
policy measures aimed at enhancing industrial research and development
as welk as innovation:

1. Develop a policy framework to support commercialization of
research findings;

2. Strengthen the linkages between Universities, R&D institutions,
middle level colleges, polytechnics, other training institutions and
dgpartment of state responsible for industrialization to undertake
joint-market driven research for commercialization.

3. Formulate mechanisms to facilitate collaboration with the private
sector in research, technology-transfer and-development.

Mobitize resources for Research and Development.

5. Develop a National Resource Efficiency and Cleaner Production
Policy, and the institutional framework to mainstream RECP.
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6. Promote pilot projects that demonstrate costs and benefits of
investment in cleaner production technologies.

Timeframe: Medium-long-term
4.9 MSMiIs Growth and Graduation for Industrial Expansion

The Micro, Small and Medium Industries (MSMIs) sector is recognised as
the foundation of Kenya’s industrial development. The potential of the
sector has not been fully realised due to challenges such as limited access
td appropriate finance and access to markets; poor infrastructure, limited
technology uptake, weak management structures, weak linkages with
research institutions, poor product quality, and lack of access to skilled
labour. In order to continue unlocking the potential of MSMIs so that they
play their role in contributing to Kenya’s industrial development, the
following policy measures will be pursued:

1. Fast track the enactment of the Micro and Small Enterprises Bill.
2. Establish an Industrial Development Fund (IDF).

3. Fast track the enactment of the National Industrial Incubation; and
National Industrial Sub-contracting Policies.

4. Develop a ‘One-Stop-Shop’ for business registration for MSMIs;
and

5. Mainstream Business Development Services (BDS) and Technical
Assistance (TA) to support graduation of MSMIs.

Timeframe: Medium-term
4.10 Access to Finance

Access to affordable and appropriate financial services is critical to the
acceleration of industrial development and its decentralization is important
to ensure equitable geographic access by enterprises. The different levels
of enterprises, that is large, medium, small and micro, have unique
financial needs. The financial sector in Kenya is relatively well-developed.
However, there is limited access to long term financing which inhibits the
growth and competitiveness of the industrial sector.

To increase the access to financial services, the government will:

1. Provide incentives for establishment of venture capital supportive
of industrial investment.

2. .Establish an Industrial Development Fund (IDF) to provide.
appropriate funding mechanisms for strategic industries and joint
ventures.
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3. Review and restructure the existing DFls with a view to re-v.
capitalization and strengthening their financing capacity for
indusfrializafion.

4. Encourage Co-operatives and Pension funds to invest in industrial
development; and

5. Provide incéntives to encourage Kenyans in the Diaspora to invest
in industrial development.

Timeframe: Short-Medium-term
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CHAPTER 5

POLICY IMPLEMENTATION, MONITORING AND
EVALUATION

5.1 Institutional framework

The existing framework for the development of the industrial sector in
Kenya cuts across various institutional arrangements and has resultéd in a
rather inefficient resource allocation as well noted cases of duplication of
responsibilities and efforts. To address this and ensure effective
coordination arrangements, the proposed institutional arrangements have
been made with three objectives in mind, including:

1. The need to ensure decentralization while also facilitating the
delivery of efficient and cost effective services.

2. The need to facilitate Public Private Partnerships (PPPs) in policy
formulation and implementation and ehsure the involvement of all
stakeholders, andThe need to facilitate adequate access to
infrastructure for industrial development.

It is also to be noted that the institutiqnal,f_ramework has been designed to
take into consideration the factors that have hindered-a more robust
industrial growth and development in Kenya. The success of
implementation will therefore largely depend on strong political will and
commitment by the top policy making organs of the government who are
in turn expected to take firm and resolute decisions on the sector’s
development issues and priorities.

In view of these factors, it has been considered that the National Industrial
Development Commission, (NIDC) be established to provide leadership
and vision; ‘allocate resources,* set targets as well as oversee and
synchronize the activities of all the different stakeholders as further
elaborated in this chapter. This proposed institutional framework provides
for both top-down and bottom-up approach to issues that would arise
during the implementation of the policy, and for an all-inclusive
participation by the public and private sector as well as universities and
other research institutions as well as the civil society and other
stakeholders. Ovérall, the Commission will be expected to perform the
following functions:

I. Generate policy innovations that will accelerate the pace of
industrialization.

2 Advice the Government on the strategic industrial development
models to pursue in light of the dynamics in the international
business drena.
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3. Through the relevant specialized agencies, direct research on
thematic issues affecting industrial development and propose
appropriate interventions.

4. Provide routine advice and policy direction on the administration
of the Industrial Development Fund.

5. Receive, synthesize and evaluate policy proposals from the
Industry  Consultative ~Forum and  make appropriate
recommendations that can be passed on to the Cabinet.




Figure 5.1 below provides the new institutional framework.
Figure 5.1  National Industrialization: The new Institutional

Framework
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Through the commission, the roles of the public, private and PPP
arramgements have been defined as follows:
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5.1.1 Role of Government

The Government will provide the policy direction, support and monitor
implementation of the National Policy framework. Policy implementation
will -include the facilitation of a conducive business environment for
industries to strive as the country moves towards being the investment
destination of choice.

For strategic industries that require large financial outlays, the government
--will seek strategic partners or enter into joint ventures. Financial support
will also be provided in areas where seed money will be required, through
institutions such as the DFlIs, to stimulate the growth of selected industrial
sub-sectors especially those that have substantial social and economic
potential including MSEs.

The Government will also play a féading role in promoting strategic
industries with comparative and competitive and high investment potential
for expansion; for exploitation by ‘both local and foreign investors. An
institutional framework will be developed to facilitate effective
coordination of industrial activities for the sustainable growth of the
industry.

The government’s overall responsibility will therefore be to provide an
enabling policy environment to facilitate the creation of a competitive
industrial base that will spur industrialization and investment expansion.

-5.1.2 Role of the Private Sector

The private sector will also be expected to play a key role in mobilize
resources and invest in industrial and infrastructural development. The
Private Sector, through its umbrella associations, will be encouraged to
mobilize and engage in partnership with government in policy formulation
and implementation.

5.1.3 Public Private Partnerships

Public Private Partnerships (PPPs) are effective mechanisms for
development acfivities, especially infrastructure projects, Undertaking
R&D activities including commercialization of research findings; joint
ventures; capacity building for institutional development and financing.
The availability of development finance is considered an important
ingredient in ensuring: materialization of such PPP initiatives, developing
PPP projects; undertaking financial structuring and packaging of projects
- and mitigating the risks confronting PPP activities and projects.

" Through- PPPs, the policy strategies such as development of SEZs,
Industrial and Science Parks; Industrial Clustering and development of
Incubations facilities can be undertaken. These can be done through:
Build-Operate-Transfer or Build-O‘vtvzn-Transfer (BOT); Corporatization;




Lease and/or management Contracts; and Concessions. Other specific
roles of PPP arrangements include:

1. Development and harmonization of existing PPP policies,
strategies and regulatory frameworks.

2. Promotion of Public Private Partnerships’ in the provision of
infrastructure and other services. :

3. Capacity Building for PPP development. .
5.2 Financial Requirements

The realisation of sustainable and meaningful Industrial development in
the country requires' access to affordable long-term' finance and credit
facilities. Indeed, accessibility and affordability of financial services is
most critical to the acceleration of industrial growth. Though the financial
sector in Kenya is relatively well-developed, the limited access to formal
financial products and services, particularly for long term financing, has
“inhibited the competitiveness and growth of the industrial sector.

Similarly, the finqncial institutions insist on collateral; have high interest
rate s'p&eads and inflexible securitization.

The government through various Development Finance Institutions (DFIs)
has focused on stimulating growth in the industrial sector. The role of the
DFIs has been to provide loans, equity investment, loan guarantees,
venture capital and other financial services to various sectors of the
economy. However, over the years, there has been declining funding to "
these institutions - resulting in reduced capital. base for lending. The
scenario has been worsened by rigid management structures and systems
that did not respond to the changing times and trends in-the financial
sector. To address the financial requirements, the following" critical
activities will be undertaken:

1. Establishment ~of an Industrial Development Fund (IDF) and
mechanisms for provision of appropriate commercial lodns to
strategic industries for sustainable industrial development.

2. Re-structuring and re-capitalization of DFIs.
3. Fast tracking the enactment of the insolvency bill. »

. L % . . . ‘8:".'?
4. Provision of globally competitive fiscal incentives “for new.
industrial investments.

5.3 Monitoring and Evaluation

The Government recognizes the importance of initiating an effective

Monitoring.and Evaluation (M&E) system for successful implementation

of this Policy Paper and will work closely with the private sector and
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development partners in developing M&E systems. A comprehensive
monitoring and evaluation system facilitates identification of deviations
from set targets and taking corrective measures.

In this Policy Paper, M&E takes place at three levels with clear definition
of roles and expected outputs. At the national level, the Ministry.
responsible for industrialization in collaboration with the NIDC will’
develop a comprehensive logical framework to set the implementation
process of this Policy Paper. The logical framework will spell out the
broad policy objectives, strategic interventions and expected outputs. In
addition, it will contain performance indicators, means of verification and
the time frame. The Ministry responsible for industrialization in
collaboration with the NIDC will further develop M&E tools for each of
the identified interventions and facilitate the development and
institutionalization of an inbuiit mechanism within the systems of other
relevant stakeholders. Joint monitoring and evaluation will be undertaken
by Ministry responsible for industrialization, NIDC, Private sector and the
development partners.  Quarterly and annual progress reports on
implementation will be produced at this level and shared amongst all the
stakeholders.

Capacity building will be undertaken at the sectoral level to equip NIDC
and staff of the Ministry responsible for industrialization with the relevant
skills to ¢ollect and process timely and reliable data necessary for effective
M&E exercise. The product of M&E exercise will in turn be utilized
within the industrial sector for purposes of performance enhancement and
improvement.

At the beneficiary level, the individual enterprises will be the source of
information required for the M&E system. They will be critical in
identifying process constraints and suggesting appropriate mitigation
measures.




CHAPTER 6

RECOMMENDATIONS

The implementation of this Sessional Paper is expected to provide
multiple benefits to the country that include:

e Contribute to the envisaged annual GDP growth rate of 10 per cent
per annum.

e Reduce the current estimated unemployment levels from 53.5 per
cent to single digit levels by 2030.

e Transform the country into a middle income nation offering high
quality of life through increased incomes and quality service from
industrialization.

« Maximization of the Kenya’s natural resources through high value
addition, increased competitiveness and productivity.

e Growth of the other sectors of the economy as it has forward and
backward linkages with many other sectors of the economy such as
agriculture, services, ICT, education, and tourism; and

e Considerable development of Science, Technology and Innovation
leading to significant increase in registered patents and
commercialization of research findings.

The following are the recommendations being proposed to Parliament for
action: '

L

Approval of this Sessional Paper to become the National
Industrialization Policy Framework for Kenya.

Epact the National Industrialization Act to become the legislative
framework for implementation of the policy.

Establish the Indastrial Development Fund.

Vote for budgetary provisions for the development of Kenya’s
Industrial Sector.
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ANNEXES:
Annex 1 - List of potential Industrial Sub-sectors
1) Iron and Steel.
2) Machine Tools and Spares.
3) Agro Machinery and Farm Implements.
4) Automotive and Auto Parts.
3) Agro-processing and Value Addition.
6) Paper and Paper Products.
7) Textiles and Clothing.
8) Milk and Dairy Products.
9) Meat and Meat Products.
10) Leather and Leather Products.
11) Electrical and Electronics.
12) Mining and Quarrying.
13) Ceramics products.
14) Glass products.
15) Pharmaceuticals products.
16) Recycling materials.
17) Packaging Industry.
18) Fish and Fishery Products.
19) Petrochemicals.
20) Green Energy.
21) Biotechnology.
22) Nanotechnology.
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