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EXECUTIVE SUMMARY

The Trade, Tourism and Industry (TTI) sector cosgsiof the following sub-sectors namely
Trade, East African Community, National Heritagel &ulture, Tourism and Industrialization.
The sector contributes significantly to the overaltional development agenda as envisioned by
the Kenya Vision 2030, by overseeing the fast tragkof the EAC regional integration
initiatives, poverty reduction and creation of eayphent opportunities. The Sector also plays a
significant role towards achievement of the Millanm Development Goals (MDGS).

The Sector is expected to spearhead the nationabedc development and contribute towards
overall national goal of increasing the GDP grofwtdm 2.6 % in 2009 to 10% per annum by the
year 2012. This is expected to be achieved throcrglating an enabling environment for
business, investments and industrial developmentmetion of exports; promotion of
sustainable tourism; deepening of the EAC integratand preservation of national heritage and
culture.

In 2009, domestic exports grew marginally by 0.8 gent while re-exports declined by 4.1per
cent. The value of exports stood at 43.8% of ingport2009 compared to 44.8% in 2008. This
is an indication that total exports stagnated exréview period. On the other hand, total imports
grew by 2.3 per cent in 2009 compared to a 27.4qeett growth recorded in 2008. The
stagnation in exports coupled with slow expansiomiports caused the volume of trade to grow
by a paltry 1.6 per cent in 2009 compared to nedditi faster growth of 26.8 per cent in 2008.
This could be attributed mainly to the simultanemduction in aggregate demand for goods and
services across all major world economies followiimg recession in 2008. As a result of these
developments in exports and imports, the tradecllefeteriorated from KSh 425,705 million in
2008 to KSh 443,147 million in 2009, representingy ger cent compared to a deterioration of
28.8 per cent in 2008. Tea, Horticulture, coffed articles of apparels and clothing accessories
were the leading export earners, collectively aatiog for 50.5 per cent of the total domestic
export earnings.

The tourism sub-sector recorded impressive mamebvery gains in 2009/2010. During the
period, the volume of international arrivals ingea significantly by 23.9 per cent from 1.203
million in 2008 to 1.49 million in 2009. Tourisnamings improved from Ksh. 52.7 billion in
2008 to Ksh. 62.5 billion in 2009. This was as sufeof various highly targeted activities such
as familiarization trips for journalists and toysevators, participation in trade fairs and tourism
bourses that were aimed at re-instilling confideacgong consumers. The sector attained a
growth of 42.8 per cent in 2009, the highest reedrdy any sector in a decade. The sub-sector’'s
turnaround can be mainly attributed to successfufism promotion and marketing, improved
security and favourable political climate.

The manufacturing sub-sector registered a decelkkigriowth of 2.0 % in 2009 after registering
an upward growth of 3.6 % in 2008. The areas tbgistered growth include leather and foot
wear, rubber products, plastic products, non metaiinerals and food related products. Value
of manufacturing output rose by 5.1% from Kshs BiiBon in 2008 to Kshs 738.8 billion in

2009, a slower growth compared to 12.2% in 200&pde the sub-sector being identified as a

Vv



key driver of the economy, it faced a myriad ofl#raes ranging from high cost of production,
competition from cheap imports, high taxes and tedits from financial institutions. These
challenges hampered the sub-sector from realizsniglli potential.

In regard to EAC integration initiatives, the swdet®r realized a fully fledged East African
Customs Union on®1January 2010 which ushered in a new intra-regitenéff regime. As a
result tariff levels have dropped from a high oP@n 2005 to as low as 0%. The sub-sector
further continued to work out modalities for iddicttion, reduction and ultimate elimination of
Non-Tariff Barriers (NTBs). In addition, the subeser finalized negotiations on the Common
Market Protocol (CMP). The Protocol was signedh®/EAC Heads of State in November, 2009
and became effective front' Duly, 2010. The CMP avails to the people of EdsicA freedom

of movement of workers, labour, capital, servicgepds and the rights of residence and
establishment. It opens various sectors in trageimices and movement of professionals. Trade
in services is expected to increase trade volumvbde movement of labour and workers is to
address skill deficits within the region.

The Sector has identified five priority programniesimplementation during the MTEF period
2011/12 to 2013/14 namely: Trade Development anddiment; Coordination of East African
Community matters; National Heritage and Culturgufism Development and Marketing;
Industrial Development and Investment. To implem@oigrammes in the medium term, a total
of Kshs119.36billion, Kshs 129.28billion and Kshs138.04billion is required in 2011/2012,
2012/13 and 2013/14 respectively. However, theseuree requirements are far much above the
proposed GOK allocation for the Sector. For ins¢artbe proposed government allocation for
2011/2012 is Kshdl1.67billion against the resource requirements of Ksh@.36billion.

Despite the sector's major role in the implementatnd realization of the flagship projects of
the Vision 2030, its allocation remains at a me&$eérof the total national resource allocation.
There is need for a deliberate and explicit reogion of resource allocation to this sector
which has been identified to lead in Kenya'’s ecoicagnowth.

A number of emerging issues and challenges facedti®r despite the important role it plays in
economic growth and development. These includer alia: inadequate funding from the

exchequer; inefficient and inadequate physicalsthucture; insecurity; influx of sub-standard,
counterfeits and contra-band goods; multiple mestbprto Regional Economic Communities
(RECs); and environmental concerns.

To sustain the Sector’s contribution to the econanyg achievement of the Vision 2030, a
number of interventions and strategies need toutarnpplace to address emerging issues and
challenges in the Sector. Some of the strategieb iaterventions to be implemented in
collaboration with other sectors include: increaderesource allocation; improvement of
security; fast track regional integration initias; development and improvement of the
infrastructure; increasing in investments; streagthg Research, Innovation and Development;
expansion of the product choice and range of toufacilities to include cultural, conference,
sport and community based tourism.

Vi
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CHAPTER ONE

1.0. INTRODUCTION

1.1. Background

The Trade, Tourism and Industry Sector comprisdefSub-sectors namely; Tourism, Trade,
Industrialization, National Heritage and Culture &mast African Community (EAC). The sector
is mandated to provide an enabling environmentiferdevelopment and promotion of tourism,
trade, investment, industrialization and to enharaténal cohesion for improved livelihood of
all Kenyans.

The sector contributes significantly to the ovenational development agenda, oversees the fast
tracking of the EAC regional integration initiatsvevhich include East African Customs Union,
Common Market, Monetary Union and eventually PdditiFederation. It also provides a

platform for a robust and competitive manufactutiege.

In 2009, domestic exports grew marginally by 0.8 gent while re-exports declined by 4.1per
cent. The value of exports stood at 43.8% of ingport2009 compared to 44.8% in 2008. This
is an indication that total exports stagnated exrgview period. On the other hand, total imports
grew by 2.3 per cent in 2009 compared to a 27.4geett growth recorded in 2008. The
stagnation in exports coupled with slow expansiomiports caused the volume of trade to grow
by a paltry 1.6 per cent in 2009 compared to nebhi faster growth of 26.8 per cent in 2008.
This could be attributed mainly to the simultanemduction in aggregate demand for goods and
services across all major world economies followtimg recession in 2008. As a result of these
developments in exports and imports, the tradeciefeteriorated from KSh 425,705 million in
2008 to KSh 443,147 million in 2009, representingy gder cent compared to a deterioration of
28.8 per cent in 2008. Tea, Horticulture, coffed articles of apparels and clothing accessories
were the leading export earners, collectively aotiog for 50.5 per cent of the total domestic
export earnings.

The tourism sub-sector recorded impressive mam@bvery gains in 2009/2010. During the
period, the volume of international arrivals in@ed significantly by 23.9 per cent from 1.203
million in 2008 to 1.49 million in 2009. Tourismamings improved from Ksh. 52.7 billion in
2008 to Ksh. 62.5 billion in 2009. This was as suteof various highly targeted activities such
as familiarization trips for journalists and toysevators, participation in trade fairs and tourism
bourses that were aimed at re-instilling confideaoeong consumers. The sector attained a
growth of 42.8 per cent in 2009, the highest reedrdy any sector in a decade. The sub-sector’s
turnaround can be mainly attributed to successfufism promotion and marketing, improved
security and favourable political climate.



1.2.

1.3.

The manufacturing sub-sector registered a decekkigiowth of 2.0 % in 2009 after registering
an upward growth of 3.6 % in 2008. The areas tbgistered growth include leather and foot
wear, rubber products, plastic products, non metaiinerals and food related products. Value
of manufacturing output rose by 5.1% from Kshs BiiBon in 2008 to Kshs 738.8 billion in
2009, a slower growth compared to 12.2% in 200&pde the sub-sector being identified as a
key driver of the economy, it faced a myriad ofl#r@es ranging from high cost of production,
competition from cheap imports, high taxes and tedits from financial institutions. These
challenges hampered the sub-sector from realizéniglli potential.

In regard to EAC integration initiatives, the sedinalized negotiations on the Common Market
Protocol (CMP). The Protocol was signed by the KezfdState in November, 2009 and became
effective from 1st July, 2010. The CMP avalils te feople of East Africa freedom of movement
of workers, labour, capital, services, goods aral rights of residence and establishment. It
opens various sectors in trade in services and mente of professionals. Trade in services is
expected to increase trade volumes, while movermkfdgbour and workers is to address skill

deficits within the region. Several EAC Sectoralu@cil meetings were held during integration

issues in economic, political, productive, servjcgscial affairs and cross cutting areas were
discussed.

The sector also ratified the 2003 and 2005 UNESG#nvEntions on safeguarding of the
Intangible Cultural heritage and, Protection andniution of the Diversity of Cultural
Expressions respectively.

As envisioned in the first Medium Term Plan (MTR)tlee Vision 2030, the Sector is expected
to spearhead the national economic and social eegand contribute towards overall national
goal of increasing the GDP growth from 2.6 % in 2@0 10% by 2012. This will be achieved
through expansion of tourism earnings by increaseanational tourists’ arrivals from about 1.2
million in 2008 to 3 million as well as increasgeeading per visitor from current Kshs 43,916 in
2008 to Kshs 70,000 by 2012. In addition the seictiends to set up special economic clusters
and zones as well as wholesale and retail marketsnaustrial parks.

Sector Vision and Mission

Vision

A harmonious and globally competitive society tthatves as a destination of choice for trade,
tourism, investment and industrial development witlzens operating freely across borders.
Mission

To facilitate sustainable trade, investment andrisoy vibrant industrial base, regional
integration and preservation of national heritage eulture for sustainable development.

Strategic goals and objectives of the Sector
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Strategic Goals

i
ii.
iii.
V.
V.

Facilitate trade and investment;

Fast track EAC regional integration;

Promote and preserve national heritage and culture;
Promote sustainable tourism

Promote industrial development and entrepreneurship

Strategic objectives

i.
ii.
iii.
iv.
V.
Vi.
Vii.

Undertake policy, legal and institutional reforms the development of the sector;
Improve business environment for trade, tourismiaadstment

Support entrepreneurship and industrial development

Establish an effective coordination mechanism fACHrogrammes

Promote Kenya'’s cultural and natural heritage

Improve records and archives management and atcpsslic library services
Make Kenya a leading tourist destination with déeeand high quality products

Sub-sectors and their mandates

The following are the mandates of the sub-sectors:-

1.4.1. Trade

Trade development policy

Promotion of retail and wholesale trade
Development of micro and small business
Fair trade practices and consumer protection
Private sector development

International trade affairs

1.4.2. East African Community

Formulation of policy on the East African Community

Coordination of government participation in the EaAfican Community meetings and
institutions;

Coordination of the implementation of the East édn Community regional
programmes;

Implementation of the East African Treaty; and

Promotion and fast tracking of East African integna

1.4.3. National Heritage and Culture
National Heritage Policy

National Culture Policy
National Archives/Public Records



1.5.

iv.  National Museums and Monuments
v. Historical Sites
vi. NGO Co-ordination
vii.  Promotion of Culture
viii.  Development of Fine, Creative and Performing Arts
ix. Permanent Presidential Commission on Music
X.  National Library Services

1.4.4. Tourism
I.  Formulation, coordination and administration ofrtemn policy

ii.  Development and promotion of tourism
iii.  Tourism and hospitality training
iv.  Development and enforcement of tourism standards

1.4.5. Industrialization

I.  Industrialization Policy
ii.  Industrial Property Rights Policy and Settlementnafustrial Property Rights Disputes
iii.  Quality Control and Standardization
Iv.  Industrial Training and Capacity Building
v. Training, Infrastructure and Business DevelopmestviBes for Micro, Small and
Medium Industries
vi.  Cement Production, Industrial Tooling and Machining
vii.  Industrial Research and Development
viii.  Finances and Venture Capital for Industrial Develept
ix. Development of Micro, Small and Medium Industries
X.  Provision of Market Linkages and Access to FinafareMicro, Small and Medium
Industries

Autonomous and Semi-Autonomous Government Agencies

The sector has the following Autonomous and SenteAomous Government Agencies:

1.5.1. Autonomous Government Agencies (AGAS)

* Industrial and Commercial Development Corporation (CDC)
ICDC is charged with the mandate of providing fioarand equity capital for expansion and
development of new and existing medium size intalsind commercial enterprises in Kenya.

* Kenya National Trading Corporation (KNTC)
KNTC is mandated to distribute essential goods sxcithe country with a view to promote
domestic trade.

» Kenya Wines Agencies Ltd (KWAL)
KWAL is mandated to produce and distribute wined apirits to both domestic and
international markets hence promoting domesticiatainational trade.



» East African Portland Cement Company (EAPCC)
EAPCC is responsible for manufacturing and market@ment and cement—based products both
locally and internationally.

» |DB Capital Ltd
IDB Capital provides medium and long-term finanogl accompanying financial and corporate
advisory services to medium and large-scale intiginterprises, and the provision of working
capital, machinery, and finance.

1.5.2. Semi-Autonomous Government Agencies (SAGAS)

» Export Promotion Council (EPC)
EPC is mandated to promote and diversify Kenyarodgmnd provide information on potential
market opportunities hence improving access tattosmal and new markets of Kenyan products.

» Export Processing Zones Authority (EPZA)
EPZA is charged with the mandate of promoting itmests in the Export Processing Zones by
both local and foreign investors.

* Non-Governmental Organizations Coordination Board
The NGO Co-ordination Board is established underNon-Governmental Organizations Co-
ordination Act, 1990. The Act spells out the ad¢ids and roles to be played by the Board as
registration, Coordination, facilitation and momitg of the NGOs sector in Kenya.

* National Museums of Kenya (NMK)
NMK is charged with the mission of collecting, dawenting, preserving, studying and
presenting our past and present cultural and redtiberitage. It is also required to enhance
knowledge, appreciation, respect, management aadofishese resources for the benefit of
Kenya and the world at large. National MuseumKerfiya also engages in crucial researches at
the Institute of Primate Research (IPR), which piss$ valuable research outcomes.

* Kenya National Library Service (KNLS)
This is a semi-autonomous government agency estedaliby an Act of Parliament, Cap 225 of
the Laws of Kenya. The objective of the Board isdevelop and promote a reading culture
through the provision of library and informatiomgees countrywide.

» Kenya Cultural Centre (KCC)
The Kenya Cultural Centre was established by anofABtarliament in 1956. The main objective
of the Centre is to provide an avenue for develppaxpressing and enjoyment of culture in all
its forms. The SAGA owns the Kenya National Theatre

» Kenya Tourist Board (KTB)
The Kenya Tourist Board was created under legatedo. 14 of 17th February 1997 with the
mandate to market Kenya as a tourist destinatidin logally and internationally.

» Kenya Tourist Development Corporation (KTDC)
It was established through an Act of parliament.CGG82 of November 1965 to provide venture
capital to the tourism sector through its equitpgrpamme, funding interventions through a
commercial and revolving fund programmes and bgsiredvisory services to private sector
enterprises involved in tourism.

* Kenya Utalii College (KUC)



KUC was established in 1975 through the Hotels Redtaurants Act Cap 494. The main
objective of the Kenya Utalii College is to enhapeefessionalism in tourism and improvement
of standards of services in the tourism industnpugh excellence training, Tourism research
and Consultancy services and innovation.

» Catering and Tourism Development Levy Trustees (CTDT)
It was established in 1972 as a body corporateruheéeHotels and Restaurants Act, Cap.494 of
the Laws of Kenya. In 1997, through the Finance A name of the organization was changed
to Catering and Tourism Development Levy Trust€EEOLT), to accommodate new mandates.
Parliament enacted this law to enable CTDLT finaspecific activities for the training,
marketing, promotion and development of tourisnustdy.

* Bomas of Kenya
Bomas was established in 1971 under the Comparie$GRP 486) as a subsidiary of Kenya
Tourist Development Corporation. Its mandate ipr@serve, maintain and promote the rich and
diverse culture of the various ethnic groups of y&n

» Kenyatta International Conference Centre (KICC)
It was established as a state corporation througg@al Notice No.77 of 9th July 2004. Its
mandate is to rehabilitate, manage, maintain KliQ@dmg and its facilities effectively and
efficiently and market the available conferencelitaes both locally and internationally so as to
promote conference tourism.

* Kenya Safaris Lodges and Hotels Limited
KSLH Ltd is a limited liability (by shares) comparmycorporated under Companies Act Cap
486, on 12 October 1966. Its shareholders are Kehgarist Development Corporation
(63.44%), CDC (19.03%), Mt. Lodges Ltd (17.53%) &w/.S (0.02%). The company manages
Mombasa Beach Hotel, Ngulia Safari Lodge and Vdasaodge.

* Hotels and Restaurants Authority
The Hotels and Restaurants Authority is establisneder Section 3 of the Hotels and
Restaurants Act Cap 494 Laws of Kenya. The Mandatee Organization is to regulate and
standardize the Hotels and hospitality industry.

e Tourism Trust Fund (TTF)
The Tourism Trust Fund was founded as a joint atite of the European Union and the
Government of Kenya. It was established in Decern20@l and officially launched in January
2003.

* Kenya Industrial Research and Development Institut§ KIRDI)
KIRDI conducts research and development in all #tdal and allied technologies including
mechanical, civil, electronics, chemical enginegrienergy, environment, and commodity
technologies. The execution of this mandate wildldo technological advancement through
research and development and this contribute teatie country industrialization process.

* Kenya Industrial Estates (KIE)
KIE is mandated to provide finances, work spacesimBess Development Services (BDS) and
promotion of subcontracting linkages to MSMiIs inl@rto foster the development of indigenous
MSMIs countrywide.

» Kenya Bureau of Standards (KEBS)
KEBS is mandated to develop and enforce the stdsdaf industrial products in order to
achieve production of goods and services that mkedial demands. This enhances quality of
Kenyan products and improves access to both loxhirdernational markets.
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* Kenya Industrial Property Institute (KIPI)
KIPI is charged with the mandate to administer Btdal Property Rights (IPR), provide
technological information and training in IPR ancbipote inventiveness and innovativeness.
This will foster protection of innovations and iliéetual property to catalyze technological
development.

* Numerical Machining Complex (NMC)
NMC is charged with the mandate to manufacture Wieeteomponents and other industrial
products to promote industrial development.

* Anti-counterfeit Agency (ACA)
The Agency is mandated to enlighten and informpthiglic on matters relating to counterfeiting;
combat counterfeiting trade and other dealingsoumeerfeit goods in Kenya in accordance with
the Act; devise and promote training programmesambating counterfeiting; collaborate with
national, regional or international organizationgalved in combating counterfeiting; carry out
any other functions prescribed for it under anythaf provisions of the Act or under any other
written law; and perform any other duty that mayedily or indirectly contribute to the
attainment of the foregoing.

» Kenya National Accreditation Service - KENAS
Kenya National Accreditation Service - KENAS watabtished vide Legal Notice No. 26/2005.
The agency has the mandate to provide accreditaéinnices to conformity assessment bodies in
the country.

The Role of the Sector Stakeholders

The sector has strong linkages with a wide rangaakeholders whose operations have an effect
on the execution of her mandate. These are indnsdigroups, organizations and institutions
that have interest in the sector or are impactethéector’s activities.

The key stakeholders with whom the sector collatesraith are:

i) Government Ministries and Departments
Their roles are: provision of public security; @yliformulation and generation of
national development agenda; human resource mamagerand development;
development of enabling legal and regulatory fraomywdevelopment of infrastructure;
and resource mobilization.

i) State corporations
They develop and ensure conformity to standardsjaisce of certificates of origin;
classification, licensing and provision of permitssearch and development; promotion
of marketing and investment; provision of vitala@aind information and promotion; and
preservation of diverse cultures and national hget

iii) Regional Economic and Trading Blocs
They provide accessibility to a wider range of pratd and services; offer wider markets;
and free movement of factors of production.

iv) Partner States



vi)

The role of partner states is to ratify appropridteaties and Protocols and ensure
consistency and clarity on policy issues.

Development Partners
Development Partners provides technical, finaremal other resources; capacity building
and create synergies.

Private Sector

The role of the Private sector involves the advgcan improvement of business
environment; creation of wealth and employment;lat@ration in formulation and
implementation of various sectoral polices; coli@e in industrial development;
participate in joint Public-Private investments;oysion of business information;
provision of quality goods and services; and sefutation within the business
community.

vii) Civil Society

viii)

Xi)

Civil Society collaborates in creation of consunmgghts awareness and protection;
contributes to policy formulation; participates amtipports the sensitization and
advocacy on various sub- sectoral matters.

Kenyan communities

Kenyan communities are creators and custodianseai/&s diverse cultural and national
heritage; and provide human capital, market; andmpte cultural diversity and
cohesion.

Education and Research Institutions

Provide information to guide policy formulation;omde skills and knowledge; provide
market intelligence; broaden product base; andviations and technologies for value
addition.

Media
The role of the media is to advocate and dissemimdbrmation on sectoral affairs; and
provide constructive third party opinion.

National Parliament

Its role is to harmonize national laws with, ap@oef funding and enactment of relevant
legislation.



CHAPTER TWO

2.0. PERFORMANCE AND ACHIEVEMENTS OF THE SECTOR DURING T HE
PERIOD 2007/08 — 2009/10

2.1. Performance of Programmes
The Sector has made various achievements as Higgdidpelow:

2.1.1. Trade Sub-sector

I.  Domestic trade
The ministry facilitates and promotes domesticartdough;

» Provision of credit to small scale traders
The Ministry administers a Joint Loan Board SchgdleBS) to provide affordable credit to
small scale traders. Over the review period, thee@unent advanced Kshs. 62 million to the
revolving fund of the scheme.

Table 2. 1: Performance of Joint Loans Board Scheme

Financial Year 2007/08 2008/09 2009/10 Totals

Grant from government 11,000,000 11,000,000  40,000,00062,000,000
in (Kshs)

Amount Joint Board
Loans disbursed to 45,615,000 47,030,000 113,014,00@05,659,000
traders (Kshs)

Number of beneficiaries 1,163 1,059 2 023 4,245

Source: Department of Internal Trade

It can be noted from table 2.1 above that durimgpériod under review, grants from government
increased from Kshs 11 million in 2007/08 FY to K<t million in 2009/10 FY. This increase
has had improved performance in the amounts disdurem grants and the revolving fund to
traders from Kshs 45.6 million in 2007/08 FY to IKsR05.7 million in 2009/10 FY. This
reflects a 351% increase in disbursements. Coesgiguthe number of beneficiaries has also
increased from 1,163 in 2007/08 FY to 4,245 in 200FY an increase of 265%.



* Promotion of cross border trade
To promote cross border trade between Kenya anghbeiing countries, the sub-sector held
cross border meetings in Lunga Lunga, Taveta, HajidBusia and Malaba to resolve trade
issues that hinder MSMEs trade across bordersddiitian the sub-sector organized a trade
exhibition at the Busia border post to sensitizeMIES on available goods for trade. These
activities have contributed to an increase of 58&¥wveen 2006 and 2009 in exports to the EAC
region.

* Promoting Women in Business and Investment in Kenya
The project funded a training program where 300 Wioraperating MSMESs enterprises were
trained on entrepreneurship. In addition, the mtojelentified 5 enterprise trainers who
undertook a Training of Trainers course in entrepueship.

» District Business Solution Centres
Over the review period the sub-sector established aperationalized 8 District Business
Solution Centres. The centres were establishedunaMy’a, Siaya, Bungoma, Kitale, Nakuru,
Eldoret, Kisumu, and Bondo.

* Improving Business Environment for Domestic Trade ad Investment
To improve the business environment the sub-seldeeloped the National Trade Policy which
is at the cabinet level for consideration.

* Development of Wholesale and Retail Hubs/Markets

In the MTP of the Kenya Vision 2030, the sub-sestas mandated with the promotion and
development of the wholesale and retail trade ®adws. To coordinate the process of
construction of Whole and Retail Hubs/Markets, sub-sector formed a Steering Committee
that comprises members from both the public andhpgisector. An indicative concept paper for
the wholesale and retail hubs was developed folbygbe steering committee. In addition, the
sub-sector requested the Ministries of Land andaL@overnment to provide suitable land for
construction of the Wholesale and Retail Hubs/M&rke the identified areas.

The ministry has advertised for consultancy sesvitee develop a business oriented concept
paper for the Wholesale and Retail Hubs/Marketswlilaprovide a clear exit strategy.

» Creation of Producer Business Groups

The sub-sector carried out a situation analysighef Producer Business Groups (PBGS) in
Central and Eastern Province. The needs of ondradn(100) PBGs were identified with a
view of addressing the problem of a fragmented uppain in the wholesale and retail sub-
sector. Once the problem of the supply chain isected, more PBGs will be created as
envisioned in Vision 2030.
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ii.  Regional Integration Initiatives
One of the mandates of the sub-sector is to desggganal integration with a view of creating
wider markets for locally produced goods whereffarand non-tariff barriers are virtually
eliminated to facilitate cross border trade leadtngefficient utilization of scarce regional
resources.

The sub-sector participated in East African Comnyu(itAC) negotiations to clear outstanding
issues before the full operationalization of thetEBommon Market in July 2010.

Over the review period, the sub-sector participatechegotiations that led to the launch of
COMESA Customs Union in June 2009. The COMESA merstste were allowed a transition
period of five years before joining the Custom Unio

Table 2. 2: Value of exports to EAC, COMESA (KshsMillion)

Region 2006 2007 2008 2009
EAC 53,050 64,121 83,942 90,459
COMESA 75,115 86,516 111,131 112,894
Total 128,165 150,637 195,073 203,353

Source: Economic Survey 2010

Through the EAC and COMESA, the value of exports inareased from KSh. 128.2 billion in
2006 to Ksh. 203.4 billion in 2009. This steady @&xgion of exports has largely occurred due to
maintaining leadership and strong negotiation pwsstat the EAC and COMESA levels. This
has created the enabling environment for the prigattor growth.

iii. External Trade
Achievements related to international trade issoielsided;

» Bilateral trade
The sub-sector initiated bilateral trade agreemenrits Democratic Republic of Congo and Cuba
which are still ongoing. Over the same period, &tdsilateral trade agreement between Kenya
and Djibouti was negotiated and is awaiting to igaeex.
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» Trade Dispute Resolution
During the period under review, the sub-sectorluvesbtrade disputes with Pakistan and Zambia
on rice and milk products respectively. Other dispwnder negotiation are exports of avocado
and soda ash, meat products to South Africa, chipkeducts and milk to Uganda.

» Joint Permanent Commission on Economic Co-operation
In 2009/10 FY the sub-sector participated in jop@rmanent commission on economic co-
operation (JPC) with Zambia, Tanzania, Burundi, Raea Botswana, Cuba, Pakistan, Iran,
India, South Africa, Egypt and Libya.

» Trade Missions and Business Fora
During the period under review, the sub-sector wigd trade missions and business fora;
between Kenya and South Africa in Nairobi and Rrafobetween Kenya and Democratic
Republic of Congo in Kinshasa, between Kenya amfialin New Delhi, between Kenya and
Iran in Nairobi , Kenya and Singapore and Kenya @&mtha in Nairobi. These fora brought
together business communities to exchange idedabeobusiness opportunities, challenges and
how to address these challenges, in order to strendrade between them.

» Kenya Post-Lome Trade Negotiations
The overall objective of the programme is to faatk Kenya's integration into regional and
multilateral trading blocks, through funding of &mteal studies in different sectors of the
economy and developing position papers for negotiatin WTO, COMESA, EAC, EU and
EPAs.

» Africa Growth Opportunity Act (AGOA)
Kenya exported goods worth Kshs 17.4 billion to tH®A mainly under AGOA arrangement. In
August 2009 the country successfully hosted the AG&@um in Nairobi whose objectives were
to evaluate the implementation of AGOA, identifyceesses and challenges and map out future
strategies to enable AGOA eligible countries tdyfutilize the benefits of AGOA.

* World Trade Organization
Over the review period, the sub-sector participaledWTO Doha Development Round
Negotiation and the Seventh WTO Ministerial Coefeee in Geneva. In addition, position
papers on WTO Doha Development Round Negotiationering agriculture, Non-Agricultural
market access and trade facilitation and enviroriwene prepared.

The sub-sector is currently engaged in intensigotiations on the Doha round of negotiations
and preparations for the 8th WTO Ministerial Coafere to be held Geneva in the year 2011.

iv.  Export Processing Zones (EPZs) Investments
The strategic objective of this Sub-programme isptomote and facilitate Export oriented
investment by creating an enabling environmenirfeestments in the export processing zones.
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The EPZs gives incentives to foreign investors mufacture goods for exports, bring Foreign
Direct Investment (FDI) and create employment. OWer review period the performance of

EPZs is as shown in table 2.3 below.

Table 2. 3: EPZs performance indicators

Performance indicators 2007 2008 2009
No. of enterprises operating 72 74 83
Employment created 34,452 30,183 30,115
Value of exports (Kshs. Million) 27,308 28,052 23,351
Value of Direct investments (Kshs.

Million) 19,103 20,122 21,366
Local purchases (Kshs. Million) 3,454 4,476 3,942
No. of Zones 41 38 41

Source: Economic Survey 2010

The EPZs will be part of the special economic zahes will be established. A draft policy for
establishing the Special Economic Zones (SEZshbkas prepared. In addition, a draft Bill was
forwarded to the State law office for final draffibefore presentation to the Cabinet.

v. Development and Promotion of Kenya’'s Export

The Export Promotion Council (EPC) is charged wirdsponsibility of developing and
promoting Kenya goods and services exports botlomadly and internationally. The following
is the performance of this programme.

* Market development and diversification
In 2009/10 financial year 15 trade fairs were aaridd in Uganda, Rwanda, Sudan, DRC,
Zimbabwe, Malawi, Tanzania, China, USA, Egypt amotdé Zaragoza in Spain and Germany.
In addition, product catalogues were developed diagnostic studies on supply chains were
conducted on all sectors.

* Small and Medium Enterprise Export Assistance
During the review period the sub-sector providetegrise support services to integrate SMEs
into export business in the following areas; prdduarket and adaptation, clustering SMESs in to
producer groups, linking SMEs to export supply ored quality and standard improvement.

13



» Export Trade information services
Through the Export Promotion Council the sub-segi@mvided trade information to business
enquiries through business counseling, issuingaifet alerts via internet, export news letter,
dissemination workshops and seminars and onsitehaogt

* Policy and Research
This focuses on regular identification and elimimatof barriers of export business through
policy reviews, market research and advocacy.

Table 2. 4: EPC Performance indicators

Performance indicators 2007/08| 2008/09| 2009/10

No. of trade promotional events- trade fairs and 26 15 15
exhibitions held

Market Research- Country Reports/Products - - 20
Opportunity Reports

No. of websites for SME exporters 21 60 21
Export Production Villages 16
SME exporters training including introduction to 1,500 709 1,047

Export Training for SMEs (Youth, Women and
marginalized groups

No. of outreach progammes/field visits to 192 709 150
exporters conducted

Product Design and development - - 10
Providing Business counseling/Market 7 12 6,036

Intelligence services

Source: EPC

* Improve Product Quality and Branding
The Trade Sector aims at improving quality of prdduand undertakes branding of the locally
manufactured export products. This will help itancing the capability of Kenya’'s enterprises
to penetrate international markets. Through Exportnotion Council (EPC) the sub-sector has
prepared a proposal requesting for financial emst& from various development partners to
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support setting up of a product design and devetoproentre. The council is awaiting feedback
from the development partners that have so far bpproached.

In the last FY, the Ministry trained producers ahtdcrafts in product design and development.
This will enable these producers improve on thdityuaf their products for the export market.

» Deepen Kenya's Traditional markets and pursue newmes
The sub-sector through EPC is undertaking a madssarch project. The key export markets
targeted in this research include COMESA, ASIA agothers.

In collaboration with export stakeholders, the sebtor developed a Market Privatization
Framework that will guide the country’s trade prdimo programmes over the MTP period. The
framework has segmented markets into regions na@@MESA, EU, North America, Asia and
pacific Middle East among others to assist in fdation of targeted promotion strategies. In
preparation for a full market research in somehef selected markets in these regions, the sub-
sector conducted a trade flow analysis for sevayahtries which include Japan, Spain, German,
India and South Africa among others.

* Promotion of value addition of Kenya Exports and Dversify Export Base
Studies are still being undertaken in Samburu anajin\Districts to enable profiling of
production of handcrafts by the women and youtlthat area. This is a preliminary stage of
assessing the need for organizing them into comiyusased production clusters (export
production villages) targeting the export markets.

Specialists have been contracted to work with thedycer Business groups to help them
develop products that meet the export standard® diVersify the export base, EPC in

collaboration with stakeholders has developed ategly for promoting export of professional

services, through technical and financial suppormfCommon Wealth Secretariat. The strategy
has prioritized accounting, insurance, BPO, shigpamd non-banking financial services for

immediate export promotion. Full implementationtbé strategy is expected to lead to an
annual export increase valued at US$500 Million sungbort creation of further 50,000 jobs.

The sub-sector is also facilitating the establishinod export consortium for targeted services in
the sub-sector. An implementation steering conamittas been constituted to coordinate and
oversee the implementation of strategy for prongpérport of professional services.

» Trade Financing for Export Promotion
The sub-sector has made steps in establishing porERevelopment Fund. A concept note for
the fund has been prepared drawing lessons fromtiges that have successfully implemented
such programmes. A Cabinet Memo seeking to estalie fund has been prepared and is
awaiting Cabinet approval.
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» Creating of External Market Linkages
The sub-sector through the Export Promotion CouifC) has participated in linking Kenyan
exporters with the COMESA, EAC, Asian and USA m&skeThe sub-sector participated in the
trade promotion events in Uganda, Tanzania, Maldaimbia, Rwanda, Congo, China, America,
Egypt, Korea and Sudan.

vi.  Provision of entrepreneurial and management skillsto Small and Medium

Enterprises (SMES)
Through the Kenya Institute of Business TrainingIBK) the sub-sector conducted

entrepreneurial and management training of SME sabqes.

Table 2. 5: Entrepreneurial and management skills erformance Indicators

Performance Indicators 2007/08| 2008/09 2009/10
No. of SME operators trained 1,206 2,107 1,837
No. of SMEs counseled 2,697 3,782 5,984
No. of past trainees followed up 308 278 1,324
Source: KIBT
vii.  Fair Trade Practices and Consumer Protection

The sub-sector ensures fair trade practices andgtion of consumers.

Table 2. 6: Fair trade practices and consumer protgtion performance indicators

Performance indicators 2007/08 2008/09 2009/10
No. of weighing and measuring
equipments verified 240,000 221,012 235,175
No. Of equipments calibrated 22,000 23,000 17,940
No. Of cases investigated and prosecuted
prosecution 122 87 200
No. Of new trade tested and equipments
approved 17 19 30
No. Of business premises inspected 11,827 17,146
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AlA collection 27 28

Source: Department of Weights and Measures

viii.  Business Premises Rent Tribunal Services

The sub-sector through Business Premises Rent maibis mandated to administer the
“Landlord and Tenant (Shops, Hotels, and Cateristplilishments) Act, Cap.301. The main
objective of the tribunal is to offer legal protect to landlords and tenants in controlled
tenancies and ensure good relations between paxieserned. Over the review period, the
tribunal achieved the following:

Table 2. 7: Performance indicators for business praises rent tribunal services

Function/Objective Key Achievements (millions)
2007/08 2008/09 2009/10
1. | Conducting of circuit 28 28 28
sitting sessions
2. | Filing of references 2,06b 2,534 2,209
3 | Inspection of suit 86 103 101
business premises
4. | Delivery of judgments 1821 3,398 3,405
5. | AlA Collection 8 8 10

Source: BPRT

2.1.2. East Africa Community
During the review period, the sub-sector undertilvgkfollowing sub programmes whose outputs

and achievements are outlined in below;
i.  Coordination and implementation EAC Regional Integmation decisions in Kenya
Output: Coordinated implementation of EAC integration deams

Achievements:The sub sector coordinated and monitored impleatiemt of EAC decisions by
line Ministries/ Departments and the following amlements were realized,;

* The Customs Union became fully fledged in Janu2®y0;

 Common External Tariff (CET) and Tariff reductioave been implemented. As a result
tariff levels have dropped from about 45% in 200%$ low as 0%. The CET has also
been used to regulate the imports frdfhp@rty countries;
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« The Common Market Protocol was signed in NovemBefA9, and became effective
from July, 2010. The Protocol provides for free miment of factors of production and
the rights of establishment and residence. Thexsected to increase trade volumes and
Foreign Direct Investment;

* Protocols on EA Science and Technology Commis&@nHealth Commission and Inter
University Council of East Africa were negotiatetissigned;

» Inter Parliamentary Committee on Gender Mainstregmas established, and

» Framework for engagement of Civil Society was deped.

ii. National publicity and advocacy of EAC Regionalintegration initiatives
Output: increased utilization of EAC opportunities by Kang

Achievements:the sub sector developed a Communications StrdteggAC activities which
guides publicity and awareness creation activitiedine with the strategy, the sub sector;

* Regularly published and distributed Ministerial dnares,

* Published the quarterly “Jumuiya” newsletter,

* Re-Branded the Ministry’s website and maintainal tiene updates, and
* Held press briefings on major EAC activities.

iii. Establishment and operationalization of a Naibnal EAC Resource Center
Output: National EAC Resource Center established

Achievements: The National EAC Resource Center will be a cenbrase for EAC data,
documents and information. During the review petitoel sub sector introduced a Development
vote for establishment of the resource center. Aeliae survey for the Center was also
conducted. The sub sector further identified offispace for establishment of Regional
Integration Centers (RICs) in four major borgheints of Namanga, Lunga Lunga, Busia and
Isebania were also identified. The RICs will be @tep points where EAC policies can be
accessed by traders and cross border NTBs mitigated

iv. Enhanced negotiation capacity
Output: Effective articulation of Kenya’s Position durigghC negotiations

Achievements: During the review period, the sub sector enhartbedcapacity for negotiation
by recruiting thirty four (34) Regional Integrati@fficers. The sub sector in collaboration with
line Ministries/ Departments identified Focal Poificers who are tasked with initiation and
implementation of policies. The enhanced capdcédy enabled the sub sector to effectively
coordinate pre-negotiation meetings to harmonizentty position.

v. Monitoring of Non Tariff Barriers at the entry points
Output: Smooth cross border trade in EAC
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Achievement: To facilitate implementation of EAC Customs Unittre sub sector put in place
the following mechanisms for physical monitoringNn-Tariff Barriers (NTBS),

Established a National Monitoring Committee foe identification and elimination of
NTBs,

Physically monitored status of identification aedioval of NTBs , and

Held quarterly meetings of the NTB National Monitgy Committee.

2.1.3. National Heritage and Culture

Research, preservation and promotion of National Hétage

Heroes and heroines corner developed at the Uhardegs and 5 monuments and
mausoleums constructed in honour of heroes andnes;o

Draft Heroes and Heroines Bill to guide in honogriteroes and Heroines

16 museums and heritage sites constructed andigtfed

Developed infrastructure and public programmes MKNheadquarters funded by the
European Union (EU) completed in December 2009

A Heritage and Cultural policy Developed

Published a Heritage book in 2009

National Cultural Services
Developed 17 Cultural Centres across the countrgp@munity cultural centres were
Operationalized ilKwale, Mumias, Kisumu, Busia, Embu, Nyeri, Gariasa Siaya
12 cultural exchange protocols with foreign frigntllations negotiated. These were Kenya
— Idonesia, Kenya — Rwanda, Kenya - Egypt, Kengrazil and Kenya - Thailand
27 visual arts exhibitions and capacity buildingrkaimops held.
20 seminars for language committees held to pronmeeof indigenous languages.
Two elements of intangible cultural heritage docoted for safeguarding. These are
Kayas in their sacred forests of the Mijikenda &mkipaata, Eunoto and Olngesherr rites
of passage of the Maasai community
Research carried out on sacred sites to documemit tkligious influence to the
communities and historical importance for posterityLuhya, Mijikenda and Maasai
communities)
1500 cultural practitioners registered and a caltuwlatabank on all registered cultural
practitioners established
Socio-cultural profile of 2 communities (Digo andifidma) produced
134 community cultural festivals coordinated
27 workshops and festivals on Kenya Music coordidat
45 Cultural exchange programmes coordinated. (Kenghina, Kenya — ltaly, Kenya —
South Africa, Meru — Maasai communities, Kenya -Altsiltural exchange programmes
12 traditional food cooking/exhibitions held
- Mwea traditional food festival in April 2010 in Makni district
- Traditional food exhibition at National Museumskanya in October, 2010.
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- Thika district traditional foods festival held atika in 2009

- Amaica traditional foods festival/exhibitions hetdAMAICA restaurant in Nairobi
African Traditional Medicine Day coordinated antyan 31* of August
200 Cultural practitioners empowered through caltgrants
Ratified the UNESCO conventions on safeguardindgntdngible Cultural Heritage and
Promotion of cultural diversities.
Music of National, Cultural, Educational and artistalue prepared and presented to the
public during 651 State, National Days and othdsliedunctions around the country
Over 2400 performing groups presented during pudbhctions to promote local music
Phase | of the Music Commission offices completiee Btructure will accommodate a
music archive and a recording studio that will deahe music Commission to record
music by various artists
3 National symposia on Kenyan music for 330 paénis with 63 research papers
presented and research findings discussed
6 audiovisual documentaries on the music and dahkenya developed
17000 music and dance practitioners from 451 pevifoy groups given ad hoc training in
music and dance performances.
200 out of school youth trained in proficiency kkiln the various aspects of music
composition, performance and reading and writingimuFive best youths from the camp
facilitated to record a CD of their music.
50 practicing musicians prepared and presentedht@mational music examinations

Public records and archives management

776 and 781 record surveys and appraisals respictivere conducted in public offices
countrywide

35 records management seminars conducted

Acquire and transferred records identified for preation in national archives.

Draft National Records Management policy formulated

2.5 million documents digitized for preservation

300,000 documents microfilmed for preservation

2,232 Government monographs and other publicafogsired

Established 20 documentation link centres

Enhanced records storage space for archival mista@ridlairobi, Kakamega and Mombasa

Public library services

100 % collection of legal deposits for every boalblshed in Kenya or about Kenya and
publication of the Kenya national bibliography

Established 12 libraries and expanded 2 librahas tn Karatina and Kisumu

Acquired 4 mobile library vans

Hosted the national book week event annually

organised 60 community/children reading events
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. Incorporated library services for visual impaireztgpns(VIPs) in all the libraries

Coordination and Regulation of the NGOs Sector
. National validation survey of NGOs conducted
. Tracked 100% annual returns of NGOs on theirrdmution to the national development
. Linkage between the NGOs and the general publautiir hosting NGO week annually
. 100% registration of NGOs applicants
. 24 NGO field review visits country wide

2.1.4. Tourism sub-sector

During the review period the following was achieved

i. International Tourism Promotion and Marketing
In 2009/2010, tremendous gains were made in reg@fdourism sub-sector.

* The volume of international arrivals increased gigantly by 23.9 per cent from 1.203
million in 2008 to 1.49 million in 2009. This was a result of various highly targeted
activities such as familiarization trips for joulisés and tour operators, participation in
trade fairs and tourism bourses that were aimedeahstilling confidence among
consumers. Some of the activities engaged inghadcipation in World Travel Market
and Dubai Tourism Fair.

» Tourism earnings improved from Kshs 52.7 billion2@08 to Kshs 62.5 billion in 2009.
This was however short of Kshs 65.2 billion recarde 2007. The downward trend was
due to spillover effect of the post-election viaten high cost of fuel, global financial
meltdown, rise in commodity prices and exchange flattuations.

* The arrivals from the new and emerging markets tosE27,464 in 2009 from 55,540 in
2008 which was an improvement of 130%. This camtb@buted to intensified market
recovery efforts as well as the gradual diversiftrastrategy adopted by the Sub-sector
through investing more in the new markets of Asiastralia and Scandinavian countries.

» The sub-sector was also involved in various muéria and bilateral relations with a
view of strengthening relations with some of thg t@urist source markets. Key of these
are participation in United Nations World Tourismig@nization (UNWTOQO) activities,
prepared and signed Memorandum of UnderstandingUMah tourism relations with
South Africa, Mozambique, Morocco, and Czech Republ

ii. Domestic Tourism Promotion and Marketing
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To guide the promotion of domestic tourism in Kentyge sub-sector through the Kenya
Tourism Board developed a domestic tourism strategych formed the basis of
domestic tourism campaigns.

The sub-sector in partnership with other stakehsldmgaged in activities aimed at
increasing domestic tourism participation. Thesasied of television advertising,
radio, print, online, and outdoor advertising irtthg in-store promotions.

The sub-sector also participated in key eventsetath at specific segments of the
domestic consumer such as the Kenya Open golf, ddhéfienya Expos (Sarit Centre
Exhibition), various domestic media product fanmiation, joint promotions with
tourism trade, participation at ASK shows and tlemya Tourism Week/ World Tourism
Day celebrations were held in North Eastern Keaya, Lake Victoria Tourism Fair.

* Bed-nights domestic tourists increased by 37% ftoB7 million in 2008 to 2.15 million

in 2009.

iii. Conference Tourism Development and Promotion
The sub-sector hosted a humber of conferenceslasiad in table 2.8 below:

Table 2. 8: No of conference tourism hosted

2007/2008 2008/09 2009/2010
No of No. of No. of No. of No. of No. of
Delegates| Events | delegates| events | delegates| events
International 10,800 8 10,210 13
conference 19,695 20
Domestic/National 18,000 15 6,650 8
Conferences 6,250 13
Trade fairs - 9 275 7 1,670 10
Exhibitions - 13 2,214 16 4,334 28
Corporate 58,015 84 85,5717 164 70,910 74
NGO & Special 47,170 76 20,640 83 15,554 64
Ministries 29,910 170 44,180 344 42,375 178
Parastatals 34,600 62 18,742 2,81 18,525 91
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Banquets 19,280 22 14,804 35 20,920 34

Source KICC

Vi.

Cultural tourism development

Developed Cultural Tourism Strategy and action plan

Three cultural festivals were held in Meru, Turkama Mijikenda;
Five cultures were researched and published;

Three local promotional tours were held in .

Product Standardization and Classification

1,509 hotels, restaurants and regulated touristenges were inspected,;

Trained and certified 19 hotel assessors from peiwad public sector as EAC Hotel
Assessors;

Licensed 3245 tourists’ establishments during #@od under review;

Coordinated activities of Task Force on Sustainderism Development in Maasai
Mara and Amboseli Ecosystems; assessment and ajgebp recommended to NEMA
tourism related projects;

Participated in climate change negotiations andeldgwment of country’s Climate
Change Response Strategy;

Kenya Utalii College (KUC) in collaboration withrliversity of Nairobi introduced two
degree programmes in Hospitality, and Tours andélnmanagement;

A satellite campus of KUC was established in Morabagh first intake in May 2010;
Developed architectural design for the Ronald Ngi#&dii College in coast region;

9160 students trained in hospitality courses at KUC

Tourism Infrastructure Development

* The pre-feasibility study was undertaken and thenidiy of Tourism advertised for
Expression of Interest (EOI) for consultancy stémtythe development of Isiolo Resort City.
Five bidders were prequalified. The firms were hesvenot invited to collect the tender
documents due to insufficiency of the funds alledatAn Inter-Ministerial Taskforce to
conceptualize the Isiolo Resort City has also dgwedl Terms of Reference for the
consultancy study.

* In respect to the Diani and Kilifi Resort citiegtfollowing has been achieved:-

» Land use plans have been formulated by the Mingtiyands;
Concept papers prepared for the two cities;

Preparation for award of aerial mapping tender done

Land use plans prepared,;

Preliminary delineation (marking of boundaries dosed;
Some key stakeholders identified.

YV VYV VYV
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The sub-sector continued to facilitate the applcest for VAT and Duty exemptions for
tourist establishments. A total of 64 facilitiesvhaeceived the VAT and duty waver since
the commencement of the programme.
KTDC provided business advisory services to 51 miE investors and loanees in the
tourism industry including its subsidiaries. It@lscilitated the implementation of business
development projects and sensitized over 40 peatemvestors in the tourism industry
through two symposiums organized at

» Sarova Whitesands Beach Resort & Spa, Mombasa;

» Lake Victoria Tourism Fair, held in Kisumu
KTDC initiated negotiations with National Oil Con@dion of Kenya (NOCK) for a joint
partnership in the development of Roadside Rest#\re
Negotiations were initiated with the Bamburi PardlaCompany for the development of a
Conventional centre in Mombasa, where approximaldlyacres land has already been
identified.
KTDC in consultation with Kenya Ports Authority iédied two sites for the development of
Marina in Shimoni and Kilifi. (These are dockingrga for the yachts — high-end water
based- tourist activity).
Tourism Trust Fund (TTF) has been supporting theabdishment and development of
Tourism Circuit Associations. The associations dpringether tourism stake holders in an
effort to support, strengthen, develop and imprmwgism related activities and products in
the various regions.

vii. Products development and diversification

» Agro-tourism draft strategy and work plan was depel;

* Inventory of sport tourism facilities was undertake the North Rift;

* Inventory and sensitization workshops on home stascarried out;

* Under UNWTO Sustainable Tourism for EliminationRdverty (ST-EP) programme 22
community based tourism (CBOs) organizations waepperted;

* Developed a National Framework for Community BaSedrism in Kenya with support
of Commonwealth Secretariat

* Inventory of tourism establishments in 100 dissrigtas undertaken and 1399 tourist
establishments and service providers enlisted.

2.15. Industrialization

i. Promotion of Industrial development
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The value of manufacturing output rose by 18% fi¥sh. 626.2 billion in 2007 to KSh
738.8 hillion in 2009. Value added increased by618 stand at KSh 216,009 million in
2009.

The MSME competitiveness project has three compsrfecusing on capacity building,
access to finance and provision of Business Devedop Services (BDS). Its activities
resulted to 97% increase in employment from MSME&s2008. Disbursed Ksh. 26
million to MSMEs as technical assistance, 2000 rme&s plans submitted for
consideration under Jitihada Competition. Provinaral National Awards done.
Construction of Constituency Industrial Developmé&éntres (CIDC) commenced in
2009/10 and is ongoing in 179 constituencies.

During the financial year 2009/10 the sub-sectoalfzed the strengthened institutional
framework for implementation of OVOP through esstihent of OVOP National
Coordinating Committee, District OVOP committeeslih districts, finalized project
selection in the 11 pilot districts identified i0@8/09, identified the areas of intervention
for the selected projects in the 11 districts, nigad OVOP exhibition, published OVOP
promotional materials and carried out capacityding for selected projects in branding
and packaging.

The 4K initiative supported by Business Sector Paogne Support project has
developed and commercialized an arc wielding machirhich meets international
standards. In collaboration with handicraft groupsCoast, Turkana and Kisumu, it
engaged in product development and marketing ofliceadt products both locally and
internationally. The project also developed a héwain prototype that is ready for
commercialization.

The Anti-Counterfeit Bill was enacted in Decemb8608 and became operational in June
2010

The implementation of the Industrial Master Plaongoing having been incorporated in
the performance contract of the Ministry of Indigization.

Provision of Industrial Training

KITI has provided specialized technical training 1¢g000 people, introduced three
training programmes and increased the number dbfirfes. The number of students
enrolled increased from 600 to 800.

KITI initiated the rehabilitation of stalled buildy projects

Standardization, Metrology and conformity assessmen

The sub-sector

Facilitated the establishment of Kenya AccreditatBervice - KENAS vide Legal Notice
No. 26/2005 thus becoming an independent entity ikiEBS
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iv.

Participated in various international technical cattees of the IEC, ISO, ITU and
Codex Alimentarius Commission and in October 20@3tessfully hosted ISO TC 45 on
Rubber and Rubber products

Expanded the measurement scope in ionizing radiafitnis enhanced capacity and
competence for calibration of hospital diagnosticl dreatment equipment, such as x-
rays, thus offering measurement traceability atgmtion and diagnostic level.

Trained and certified on ISO 9001:2000 Quality Mggraent System for the industry,
government, state corporations and local autheritie

Support for business incubation for MSMEs

The sub-sector

V.

Disbursed Kshs. 37.09 million to 4,000 SMIs

Trained over 5,040 entrepreneurs on business dawelot services

Acquired 33.8 hectares of land for industrial depahent across the country. This can
accommodate 3,000 sheds in 38 locations

Oversaw the implementation of one core poverty gutoprogramme, the small scale
industries loans scheme. The programme is admiadtby Kenya Industrial Estates

which is a Parastatal under the sub-sector. Tiismse has two lending programmes (the
Small and Medium Scale Industries, and the Micemg). The Micro loan scheme offers
loans ranging Kshs.50,000 to Kshs.500,000. On therdhand, the Small and Medium

Scale Industries loan scheme offers loan rangimig iKshs.500, 000 to Kshs.20 million.

The programme provides credit to Micro, Small anddMm enterprises with a view to

alleviate poverty through employment and wealtlatos.

Promotion of industrial products

The sub-sector

Vii.

Developed a prototype horse power pump for irr@gatiand is ready for
commercialization.

Revived operations in the Foundry & Computer NucarControlled (CNC) factory that
stalled in 2002 and trained skilled foundry opersito

i. Promotion of Industrial Research and Development

KIRDI transferred 4 technologies to MSMIs

Over 200 new MSMIs were formed due to the technekdeveloped and were assisted
in value addition

30 MSMEs graduated

Promotion of Industrial Property Rights
2067 Industrial Property Rights registered
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2.2. Key Indicators of Sector and Sub- Sector Performare

The Sector measures its performance by the follgwey indicators as shown in Table 2.9

Table 2. 9: Key indicators of Sector Performance

Sub-Sector

Key indicators of Sector Performance

Trade

Percentage increase in volume of exports

Percentage increase in contribution of Trade to GDP

Percentage increase in the amount of loans disBuhsough the credit

schemes

Number of beneficiaries of the credit schemes

Number of weighing and measuring equipments starapddrerified

Number of MSMESs operators trained

Number of bilateral trade agreements signed

Percentage increase in value of investment in EPZs

East Africa
Community

Reduction of EAC internal tariff structure from higgst of over 25% to
zero rated.

EAC Common Market Protocol signed and ratified.

Percentage of implementation of East African roativork

Number of projects implemented in the East Afri€awer Master plar]

Civil aviation project formulated

Number of capital controls removed within EAC

Implementation Status on the EAC Time bound Prognaron the
reduction and eventual elimination of Non-TariffrBars

Percentage increase in volume of exports to EAC

Foundation laid for negotiations of the EAC Mongtainion

Number of additional technical staff recruited €mpacity
enhancement

Developed and rolled out a Communications and &jyaHandbook

National
Heritage and
Culture

Number of public offices where records managemetinities were
undertaken

Percentage of submissions of annual returns of NGOs

Percentage of digitized public records and archives

Number of authenticated NGOs operating in the agunt

Number of new NGOs Coordination Board services edayutside
Nairobi

Number of completed regional museums and sites

Number of heroes and heroines identified and hatbur

Number of mausoleums constructed

Number of cultural groups and practitioners regeste

Number of cultural centers constructed and operatived.
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Sub-Sector

Key indicators of Sector Performance

Number of public offices where records managemetinities were
undertaken

Tourism

Number of bed-nights occupied by Kenyans

Number of tourist establishments inspected

Number of new tourist products developed

Number of new source markets established

Percentage increase in tourism earnings

Percentage increase in international tourist adgiva

Industrialization

Percentage increase in market share

Percentage increase in industrial investment

Number of MSMIs graduating to the next level

Percentage increase in long-term financing to Itréhisector

Number of new industries in the rural areas

Percentage increase in innovations

2.3. Expenditure Analysis
The combined approved recurrent and developmergdiuddr the sector over the review period
increased from Kshs. 5.22 billion in 2007/08 to &sh0.70 billion in 2009/10. This was mainly
attributed to general increase in allocation to fleetor. In 2008/09, the sector on average
utilized 93% of its allocation compared to 92 %2i@09/10, indicating a minimum variance in
utilization of voted provision. To achieve the satgets there is need therefore for the sub-
sectors to fully absorb the allocated resources.

Table 2. 10: Comparison between Approved gross budy estimates against the actual
expenditure (Ksh. Millions)

Printed Estimates Approved Figures Actual Figtes

2007/08| 2008/09| 2009/10| 2007/08| 2008/09| 2009/10| 2007/08 2008/09| 2009/10
Trade 2,703 1,383 1,884 1,435 1,916 2,348 1,293 1,854 082,2
East Africa
Community 421 458 1,033 360 455 973 358 453 916
National
Heritage & 1,104 1,807 943 1,712 1,777 924 1,675 1,767
Culture 943
Tourism 2,433 1,700 2,873 1,112 1,945 2,400 1,110 1,897 302,38

- 1,744 2,576 1,348 1,812 3,199 1,165 1,699 2,376
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Industrialization

TOTAL 6,500 6,389 | 10,173 5,197 7,841 10,697 4,8507,579 9,797

2.3.1. Analysis of the Recurrent Expenditure
The recurrent budget for the sector over the reypewod increased from Ksh. 4.28 billion in

2007/08 to Ksh. 7.06 billion in 2009/10 which refie a 65 % increase. The increase was mainly
as a result of re-organization of the Governmenerehthe departments of Culture and
permanent Presidential Music Commission were mdeethe Ministry of State for National
Heritage and Culture. Over the review period, tbet@’s absorption of recurrent funds was on
average 97 %.

Table 2. 11: Comparison between Approved gross rea@nt estimates against the actual
expenditure (Kshs Millions)

Printed Estimates Approved Figures Actual Figures
2007/08| 2008/09| 2009/10| 2007/08| 2008/09| 2009/10 | 2007/08| 2008/ | 2009/1
09 0
Trade 2,110 1,026 1,696 1,231 1,521 1,922 1,135 1,451 061,8
East Africa
Community 421 458 912 360 455 882 358 453 898
National
Heritage &
culture 806 933 1,490 806 1,419 1,501 787 1,415 1,501
Tourism 1,660 1,222 1,604 992 1,50y 1,596 98b 1,474 01,54
Industrializa
tion - 1,008 1,100 890 992 1,16( 834 979 1,117
TOTAL 4,997 4,648 6,802 4,278 5,894 7,061 4,098 ,772 | 6,863
2.3.2. Analysis of the Development Expenditure

The approved development budget for the sector tineereview period increased from Kshs 919
million in 2007/08 to Kshs. 3.6 billion in 2009/ithich reflects a 300% increase. The increase
was mainly as a result of increased allocation tiarrism promotion (Kshs 500 million);
Constituency Industrial Development Centres (Ksh&. billion) and Equity participation for
invigorating operations at Webuye Pan-Paper MKIshs 500 million). Over the review period,
the sector had an average absorption rate of 85 #kewvelopment funds. In 2009/10, the sector
utilized 81% of its allocation compared to 93 %2007/08 indicating a significant drop in
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utilization of voted provision. However, this unddilization is attributed to the logistical issues

in implementation of economic stimulus projects.

Table 2. 12: Comparison between Approved Gross Delepment estimates against the
Actual Expenditure (Kshs Millions)

Printed Estimates Approved Figures Actual Figures

2007/08 | 2008/09 2009/10| 2007/08 | 2008/09 2009/10| 2007/08 | 2008/09 2009/10
Trade 593 357 188 204 395 426 158 403 402
East Africa
Community - - 121 - - 91 - - 17
National
Heritage &
culture 137 171 317 137 293 276 137 26( 266
Tourism 773 478 1,269 120 439 804 126 423 790
Industrialization - 736 1,476 458 820 2,039 331 721 1,458
Total 1,503 1,742 3,371 919 1,946 3,636 752 1,8062,934

Table 2. 13: Analysis of Total Expenditure Estimate ceilings for 2011/12 for all Sectors

% Share of

Total
Expenditure
Name of the Sector 2010/11
Agriculture and Rural Development 4

Physical Infrastructure 23
Environment Water and Sanitation 6
Human Resource Development 26
Research Innovation and Technology 8
Governance, Justice, Law and Order 11
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Public Administration 8
Special Programmes 5
National Security 7
Total 100

Figure 1: Analysis of Total Expenditure Estimates eilings for 2011/12 for all Sectors

Agriculture and Rural
Development
4%

% Share of Total Expenditure 2011/12

Trade, Tourism
and Industry
Special Programmes 2%
5%

Public Administration
8%

Environment Water
and Sanitation
6%
Research Innovation
and Technology
8%

2.3.3. Analysis of Externally Funded Programmes
Over the review period, the sector received devakag budgetary support of Ksh. 488 million,

Ksh. 961 million and Ksh. 872 million for financiaglears 2007/08, 2008/09 and 2009/10
respectively. In terms of actual expenditures whaterialized the respective years were KSH.
373 million, Ksh. 807 million, and Ksh. 727 milliomhe donor funded projects by name and the
respective development partners are as shown ile Pab3 below.
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Table 2. 14: Donor funded project (Kshs Millions)

Approved Estimates

Actual Expenditure

Project Name

Name of
Donor

2007/08

2008/09

2009/1

2007/d

8

2008/

09 2009

Kenya Post-
Lome Trade
Negotiation

EEC/EDF

117

168

113

117

168

91

Export
Development
Programme

USAID

40

40

40

40

Assistance to
Micro and Small
enterprise
Programme(AS
MEP)

EEC/EDF

41

14

Trade Training
Programme for
SME exporters

JICA

11

District Businesg
Solution Centre

UNDP

35

35

Promoting
Women in
Business and
Investment in
Kenya

UNDP

Modernisation
Of Nairobi
Museum

EEC/EDF

119

209

Kipepeo Project
Malindi

USAID

16

30.8

30.8
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Tourism

Diversification
& sustainable
Development EEC/EDR 12 8 0 7 9 0

MSME 100 265 265 0 253 250
competitive
project IDA/WB

Business Sector
Programme
support DANIDA | 100 414 414 0 281 330

Total For The
Sector 488 961 872 373 807 727

2.4. Review of Pending Bills/Claims

As at 30th June 2010 the sector had accumulatedingebills/claims of Ksh. 264 million and
Ksh. 400 million for recurrent and development gatespectively.

2.4.1. Recurrent
The trade sub sector had accrued Ksh. 138 milhopeinding bills as a result Ksh. 12 million

which was for export promotion services on inteiorel media, Ksh. 15 million and Ksh. 92
million land rates payable to Municipal CouncilMbmbasa relating to landowners by EPZA at
Kipevu and Mavoko County Councils respectivelyatdition the ministry had a pending bill of
Ksh. 19 million for 2009/10 FY. The industry subctor accrued Ksh. 44 million which was
attributed mainly to utility bills at KITI in Nakur. In 2009/10 the EAC subsector had a pending
bill of Kshs. 12 million which was as a result atk of provision. This arose from Legal Task

Force on market protocol (Ksh 8million) and the tirgs of 2'® EAC Investment Conference
(Kshs. 4 million)

Table 2. 15: Showing recurrent pending bills/ claim

Due of lack liquidity Due of lack of provision
2007/08 | 2008/09 2009/10 | 2007/08 2008/09 2009/10
Trade 19 119
East Africa Community 0 0 0 0 0 12
National Heritage And - - - 15 6 24
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Culture

Tourism 18.6 17.73 0.48
Industrialization - - 6.78 21.86 15.8
Total 18.6 36.73 21.78 146.86 40.28
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CHAPTER THREE

3.0. MEDIUM TERM PRIORITIES AND FINANCIAL PLAN FOR THE M TEF
PERIOD 2011/12 — 2013/2014

3.1. Prioritization of Programmes and Sub-Programmes

3.1.1.

Programmes and their objectives

3.1.1.1. Trade Development and Investment
The objective is to facilitate private sector ledeomic growth and globally competitive trade
and investment climate for transformation of Kemyta a regional service hub and expansion of
Kenya Exports.
The Sub-Programmes under this programme are:

I.
il.
iii.
iv.
V.
Vi.
Vii.
viil.
iX.

Administration and financial services
Regional economic integration initiatives
Business premises rent tribunal services
Domestic trade

External trade

Export promotion services

Fair trade and consumer protection

Export Processing Zones

Entrepreneurial and business management

3.1.1.2. Co-ordination of East African Community Matters
The objective is to effectively coordinate and ntonthe implementation of EAC Summit and
Council decisions on all programmes

The Sub-Programmes under this programme are:

Consolidation and sustained implementation of iy fiedged EA Customs
Union;

Operationalization of the EAC Common Market Protpco

Laying the foundation for the EA Monetary Union;

Laying the foundation for the EA Political Fedeaoati

Participation in EAC cross- cutting and regionaédgration activities
Establishment and operationalization of Regiontdration Centers in the major
Border Posts of Namanga, Lunga Lunga, Busia arzhisa.

The allocation the Ministry is requesting for thevdlopment vote during financial year
2011/2012 is ksh. 195 Million. This amount will eafor the following sub programmes:
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(i) Establishment and operationalization of the Regiondntegration Centers.

Rationale: Under the customs union, countries agreed to im@f two programmes namely
Common External Tariff (CET) and Tariff reductiomplementation of the two programmes
have progressed well such that tariff levels hawme down significantly from about 45% in
2005 to as low as 0%. The CET has also been usedgtdate the imports from™3party
countries. Rwanda and Burundi have also fully jdi@stoms Union Protocol. The Common
Market Protocol was signed in November, 2009 arwime operational in July, 2010.

In spite of these developments, there are a nuofiddon- Tariff Barriers (NTBs) that adversely
affect the flow of trade in the region. Kenya hakme share of these NTBs which are in the
form of Road Blocks, Multiple Inspection of Tran®f Cargo, Cumbersome and Lengthy
Procedures at Border Points among others. The prireason why these NTBs occur is the lack
of appreciation by other Government Departments ¢ are in the EAC Customs Union
(Annex 8a & Annex 8b)

To fully address the challenges of effectively iempkent the Customs Union and Common
Market Protocol it has become necessary to brieg@Gbmmunity closer to other Government
Departments that cause these problems unknowingtp@wingly. For this reason, the regional
integration centers and regional monitoring andwatson systems have been established. This
will entail developing a monitoring, evaluation atrdcking system, as well as establishing the
physical presence at key border posts with solepgee of assisting to harmonize the
understanding of Customs Union and Common Marlgeteis. The Ministry will also undertake
preliminary activities towards construction of a#s facilities.

(i) Automation of EAC Monitoring and Evaluation Systemfor Kenya

The Ministry through DfID is in the process of depmng an automated Monitoring and
Evaluation System. The purpose of the M& E Systeto
* maintain and update all EAC decisions in the compzed system;
» reveal and access all measurable decisions arstéotain their implementation status;
» Identify performance benchmarks, outputs and ouesomf the Summit andCouncil
decisions and their implications in terms of depehlent in Kenya
» Execute information and data gathering for updatamgl reporting on the status of
SuCouncil decisions in Kenya
» Plan and deploy resources for M& E within the Minjs
» Plan for evaluation and communication of the outesmof the Council decisions

The Ministry therefore requires resources to uradkert
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* Management and computerization of the system (haation)

» Database administration and user support

* Networking with the System in all the line Minigsi

* Maintenance services for the System

* Engagement of a Systems developer for support amaneement of the M&E System
* Providing support for other M&E activities in theilitry

The M&E System will provide regular information awiéta on the implementation status of
Summit and Council decisions

(i) Comprehensive national sensitization programne.

Pursuant to a Summit decision of November, 200@raplified in a special directive by His
Excellency the President orf' Danuary, 2010, The Ministry was obligated to uteder an
elaborate national awareness/ advocacy campaiggntitize Kenyans across the Country on the
benefits and Challenges of the ECAC integrationcg@ss. Implicit in this directive was a
challenge to the Ministry to employ a multi lev@paoach to create buy in among Kenyans in
general and targeted key stakeholders in the iatiegr process to buy in all key stakeholders.
This broad spectrum of projects and programmes ballimplemented as envisaged in the
Ministry’s documented Communications Policy andagtgy Handbook

Implementation of the Ministry’s work plan

* Develop Common Market Awareness campaign strategy

* Develop and implement a national MEAC branding emc

» Sustain editorial coverage of EAC on TV, RadionPand other media outlets

* Produce visual segments for public digital screens

* Prepare and secure newspaper space for supplenméosércials

* Produce enough features and photographs for ‘Juahand other IEC materials

* Produce and secure broadcast of TV documentargsser

» Coordinate production of radio features

* Organize TV and radio interviews, talk shows argtdssions

* Organize public lectures and workshops

* Produce and distribute IEC materials- brochurg®gré, FAQs, posters, calendar, diaries
& TShirts, G Cards, posters, CMP information Kittg
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Sub programmes under development vote

Regional Integration Centers Ksh120 Million
Regional Monitoring and Evaluation System Ksh 10libh
Research and Development Ksh 20 Million
Comprehensive National Sensitization Programme Rehdlillion
DfID Capacity Development — GOK Component Kshs 1iidh

3.1.1.3. National Heritage and Culture

The objective is to harness, develop, preservepamuote Kenya'’s cultural and national heritage and
provide appropriate reading and information maketiaall communities in Kenya

The Sub-Programmes under this programme are:

I. Research, preservation and promotion of Nationaitétge
ii.  National Cultural services

lii.  Public records and archives management

iv.  Public library services

v.  Coordination and Regulation of the NGOs Sector

3.1.1.4. Tourism Development and Marketing
The objective is to ensure sustainable developieiaurism.
The Sub-Programmes under this programme are:
I International tourism promotion and marketing
ii.  Domestic tourism promotion and marketing
iii. Conference tourism development
iv.  Cultural tourism development
v.  Product standardization and classification
vi.  Tourism Product Diversification
vii. Tourism infrastructure development
viii. General Planning and administration

3.1.1.5. Industrial development and investment

The programme objective is to stimulate industéahnological activities that will enhance produalue
addition and diversification to ensure product cetitjveness and create enabling environment for

investment.
The Sub-Programmes under this programme are:

I.  Promotion of Industrial development
ii.  Provision of Industrial Training
iii.  Standardization, Metrology and conformity assessmen
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Development of industrial tooling and machining
Promotion of Industrial Property Rights and addityn

iv.
for MSMIs
V.
Vi.
3.1.2.

Performance Indicators for the Sector

Promotion of industrial incubation, provision oflumstrial sheds and financing support

Programmes, Sub-Programmes, Expected Outcomes, Ouits and Key

Table 3. 1: Programmes, Sub-Programmes, Expected @omes, Outputs and Key
Performance Indicators for the Sector

Sub-Programme

Expected Outputs

Performance Indicato

Programme 1 - Trade Development and Investment
Outcome — Increased volume of exports

1. Regional » COMESA policy organs meetings held = List of sensitive products
Economic developed.
Integration » Realigned national tariffs to
Initiatives COMESA common external tariff
» 9% of divergence and convergence
of national tariff to COMESA CET
= COMESA and EAC exports earnings » Increase export earnings from
increased. COMESA from Kshs 112,893M in
2009 to 140,000M in 2011
» Increase export earnings from Ks
90,459M in 2009 to 110,000 M in
2011 from EAC
2. Business Business premises Rent disputes cases heard and 3,600 cases heard and determine
Premises Rent | determined
Tribunal
Services Circuit sitting sessions conducted = 28 circuit sitting sessions conduct

AlA collected

Ksh.9.0 millions AIA collected

Court references filed

2,800 cases filed

3.Domestic Trade

Loans disbursed and recovered under Joint

Loan Board Scheme

Kshs.70 million disbursed through
Joint Loans Board scheme

Kshs.47 million recovered from JLB
loans

Inspections of joint loans board (JLBs) carried ou

tm

40 Joint Loans Board inspection

carried out
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Number of Joint Loans Board beneficiaries trained= 1500 beneficiaries of Joint Loan
Board loan trained

Amount of grants given to District & Municipal | = Kshs 60 million given to District &

Joint Loan Board Municipal Joint Loan Board as grants
Number of cross border trade meetings held = 8 cross border meetings held

Number of producer Business Groups = 1000 PBGs facilitated

facilitated

Percentage contribution of wholesale & retail » 33% increase in contribution of

wholesale & retail trade to GDP
trade activities to GDP

4 External Trade Increased exports earnings to EU markets » |ncreased export earnings from
Kshs 90,802 M in 2009 to 100,800
Min 2011

Increased exports earnings under AGOA framewprk Increased export earnings from
Kshs 18,890 M in 2009 to 25,870 M

in 2011
Number of Trade agreements negotiated and » 4 bilateral trade agreements signed
signed » Interim multilateral trade

agreement signed (EPAS)

5. Export Promotion | Number of international trade fairs and bilateral | = 16 international trade fairs in
Services visits made. Uganda, Tanzania, DR Congo,
Spain, Rwanda, Sudan, Zimbabwe
USA (Super Floral Show and New
York Gift Fair) German(Ambiente
Gift Fair and Fruits Logistica),
Nairobi (AGOA), China (Shanghai
Expo 2010) UK (International
Spring Fair and Royal Agricultural
Show), Malawi, Egypt and Zambia.

Number of markets/country export = 16 markets/country Export
opportunity reports prepared opportunity reports prepared.
Number of exporters trained = Qutreach programme to 200

exporters and producers of export
goods and services conducted

» Training and marketing manuals
developed and 500 SMEs trained
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6. Fair trade
practices and
Consumer
protection

Number of Zones where Legal Metrology &
Testing Equipments have been calibrated &
verified

equipment verified across the
country

= 11,000 new equipment verified

All standards in 21 Zones verified
= 250,000 weights and measures

Number of weights and measures cases
investigated and prosecuted

= 600 cases of trade malpractices

investigated and prosecuted

Amount of AIA collected

= Kshs.24 million AIA revenue

collected

7. Export Processing
Zones

Value of investments in EPZs increased

to 22,377 in 2011

Increased value of investments in
EPZs from Kshs.21,366 M in 2009

Number of jobs created in EPZs

in 2009 to 34,227M in 2011

Jobs created in EPZs from 30,623

M

Number of enterprises established

» Increased number of enterprises
operating in EPZs from 83 in 2009

to 93 in 2011

Value of exports from EPZs increased

» |ncreased export earnings from
EPZs from Kshs. 26,159M in 2009

to 33,400M in 2010.

8. Entrepreneurial

Number of MSMESs operators trained

= 2,400 MSMESs operators trained

and Business
Management

Number of business research, consultancy and

counseling services conducted

through business clinics

4000 MSMEs operators counselec

)

Number of follow-ups made on past KIBT
trainees

350 past MSMEs trainees contact

Sub Programme

Expected Outputs

Performance Indicator

Programme II- Co-ordination of East African ComntyiMatters
Outcome —Deepened and Widened EAC Integration

Consolidation and
Sustained
implementation of a
fully fledged EAC
Customs Union and
operationalization of
the EAC Common

Increased Trade and Cross Border Investment
Opportunities through Free Movement of Persons
Labour, Capital, Goods, Services, right of
establishment and residence.

-Percentage increase in trade volume

- Percentage increase in foreign
investments

Market.

Operational Regional Integration Centers

Four border posts/integration centers

operationalized for effective and efficie

trade facilitation

Laying the foundation
for the EAC Monetary
Union and Political
Federation

EAC Political Federation fast tracked

Three AnrRRaports and Surveys

Research findings Reports
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High Level Taskforce on Monetary Union

established and Working towards harmonization ¢
exchange rates, fiscal and monetary policies, and
eventual establishment of one EAC Central Bank

Monetary Union established
Df

Participation in EAGC
Cross- cutting regiong

Trade Agreement in line with EAC framework
lidentified

No. of Agreements & Protocols

Bilateral and multilateral political and social
engagements

No. of bilateral and multi lateral
engagements

integration  activities
including
harmonization of
EAC-SADC-
COMESA Trade
Regimes.

Stakeholder engagement in integration process

editand Private Sector driven
integration process

Programme :lIl National Heritage and Culture

Outcome: Increased

sense of national identity, ©ioheand patriotism

Name of Sub-
Programme

Key output

Key performance indicators

1Public records and
archives
management

Preservation of records for posterity enhanced

» Archival materials acquired from 390
public offices

» 7.5 million Pages of documents digitize
» Documents microfilmed.

» 3000 documents restored

o

Records management best practices in public offi

ICB2cords management policy dissemina
» Records management activities includin
records survey, records appraisal,
sensitization workshops undertaken in
890 offices.

» 15 public offices advised on the
establishment of documentation link
centres.

ted
g

and members of the public.

Access of archival materials enabled to researche

brdsers served at the Kenya National
Archives.

Additional records and archives storage space
provided.

Construction of purpose built Archives
Building

Installation of Mobile shelves in all the
records storage areas

Open Records Centres in Central,
Eastern and North Eastern Provinces
Provision of off- site storage for archiv
materials microfilm and digitized copie
for security.

Installation of an automatic fire

n
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suppression system for security of
archival material

2 Researct
preservation and
promotion of
National Heritage

Heritage sites developed

Developed Heroes corner at Uhuru
Gardens

A developed Mausoleum of Koitalel
Arap Samoei in Nandi

Rehabilitated old buildings in Shimoni
Rehabilitated monuments and buildings
in Lamu

Rehabilitated old DC house in
Machakos

Stabilized Vasco Da Gama pillar in
Malindi

Museums and Exhibitions developed

A built and developed Garissa museum
A rehabilitated Kitale Museum
Exhibitions developed and mounted in
the third gallery in Kisumu Museum
Exhibitions developed and mounted fo
Jomo Kenyatta house in Maralal
Exhibitions developed at Nairobi
National Museum

Exhibitions developed for Kabarnet
Museum

A built and equipped Narok museum

=

Biomedical research infrastructure developed

A built Research materials collection
Centre at NMK

Rehabilitated and developed research
facilities at Institute of Primate research

National Cultura
Services

Developed structures and mechanisms for
strengthening cultural / creative industries.

An established International Centre for
Arts and Culture
17 Cultural centres developed across the
country

100 cultural groups, Institutions and
Individuals benefit from cultural grants,
200 youths trained on music and dance
annually.

13 cultural exchange protocols
negotiated

33 cultural exchange programmes
cordinated

600 cultural practitioners registered and
the Cultural databank updated

Draft Act to ensure that communities
receive compensation or royalties for the
use of their cultures and cultural
heritage
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Visual arts and oral traditions promoted

9 visual arts capacity building
workshops and art exhibitions held
One ICH element nominated for
safeguarding

4 Intangible Cultural Heritage element
documented

8 workshops and seminars for provinc
language committees coordinated

72

al

Performing arts and artist developed and promotg

45 community cultural festivals
coordinated

9 capacity building workshops for
performing artists held.

9 Kenyan music and cultural festivals
held.

Indigenous health practices and nutrition promote

8 capacity building workshops for
cultural practitioners held across the
country.

Annual traditional Medicine (ATM) day
organized and marked in 8 regional
areas.

3 Traditional foods cooking
competitions organized

Draft a Bill to recognize and protect th
ownership of indigenous seeds and pl
varieties, their genetic and diverse
characteristics and their use by the
communities of Kenya.

D

ANt

Kenyan music and dance developed and promotsd

yd.

National Music policy finalized
Volume 2 bulletin of Kenyan musician
Biographies published

Four educational documentaries
developed on Kenyan music

600 music and dance practices of Ken
recorded annually for reference and
posterity

50 music scores on Kenyan music bot
traditional and contemporary publishe
National symposium for 200
participants on Kenyan Music held to
discuss research findings on Kenyan
music and dance .30 research papers
disseminated and discussed during th
symposium.

300 talented youth musicians identifig
and empowered with music skills

600 performing groups trained and

1°2}

ya

=

D

d

presented during State, National Days
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and other public fora.

Launch county music and dance
development programmes in 10
counties.

Complete the 8 phase of Permanent
Presidential Commission on Music
administration block

2.Public library
services

A comprehensive database on all Kenyan autho

and their works

¥S National bibliography information

collected, maintained and ISBN issued
Lobby publishers for timely submission
of legal deposit copies to the National
Library

Digitization of Kenya National
Bibliography

library network in Kenya expanded

National Library of Kenya upgraded
Conduct a Library and information
services needs’ analysis and
implementation
Compliance with KNLS Community
Library Development Policy
Extension Services provided in
marginalized areas through mobile
library services
Automation and integration of all library
services to improve access

Provision of additional library information matdsa

120,000 additional book stocks made
available

Coordination and
Regulation of the
NGOs Sector

Improved policy, legal and regulatory framework

Review the NGOs Coordination Act
1990

Review Code of conduct for NGOs

Develop Audit guidelines for NGOs

Improved service delivery and compliance

Decentralize Services to 2 regional
offices

Streamline registration and post
registration processes for NGOs
Improve the Board'’s internal capacity
for vetting

Government advised on the state of th
charitable sector

Programme: IV — Tourism Promotion and Marketing

Outcome - Increased tourism Contribution to the GIP

Sub-Programme

Expected Outputs

Performance Indicato

International Tourism

Increase in number of international

promotion and marketing| arrivals

tour

ist International arrivals to increase

from 1.49 million in 2009/10 to |
million in 2011/12.

OO

Increase in tourism earnings

= Tourism earnings to reach Kshs.200
billion in 2011/12from 62.5 billion
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in 2009/10.

Increase in average spending per visitor

= Average spending per visitor to
increase from Kshs 43,758 |n
2009/10 to Kshs 70,000 in
2011/2012.

Increased media coverage of Kenya and
tourism products

her Generate Ksh. 50 million worth ¢

media value

Growth of Kenya's market share of regionad

tourist arrivals

2% growth per year

Launch new circuits/products

Launch 2 circuits
Launch 4 new products

Enhanced PPP with stakeholders, communitiese Hold eight (8) Public Privat
and SME investors in tourism Partnerships Initiatives/consultati
meetings

Branded items such as pens, flash disks, gift
bags, Tourist maps, official attire for the

Ministry, Documentaries, brochures, flyers ang
other promotional materials

Develop 4 types of promotional
materials and promotional materia

Participation in Regional meetings - EAC,
COMESA AND NEPAD

Participate in all regional meetings

Tourism crisis and Safety management Centre

Equipped and operational a crisis
management centre

Domestic Tourism
promotion and marketing

Increased bed-nights by domestic tourists

Bed-nights by domestic touris
increased from 2.15 million i
2009/10 to 3.6 million by 2011/12

=4

1Y%

[S

Conference Tourism
Development

KICC upgraded to a convention centre
Increased MICE capacity

Improved customer satisfaction and Increased

Increase in No.
tourism events

of Confereng

e

Cultural Tourism
Development

revenues * Increase in conference tourism
revenues

State-of-Art International  Arts and Culture 9% level of completion

Centre

Cultural Museum at Bomas * 9% level of completion

Cultural  facilities at Bomas upgraded aneé No. of faciliies upgraded and

renovated renovated

Traditional villages rehabilitated

No. of traditional

rehabilitated

villages

Cultural tourism research undertaken

No. of Research reports

Inventory of market ready products

No. of inventories

Media awareness and familiarization programs

No. of media briefings
No. of familiarization tours
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Participation in local and international shows 4
trade fairs

and

No. of international shows and tra
fairs

de

S

Quality Cultural tourism centre develop * No of -cultural heritage centrég

developed
International & national festivals & events, e No. of Events Held & report
Cultural ambassadors, Cultural centres, Annual  produced

cultural calendar of events

[72)

Product Standardization
and Classification

Expansion of tourism training capacity

Phase 1 of Ronald Ngala Utalii

Academy completed

S

* No. of KUC Satellite training cente
opened.
Capacity building and Human resoufce No. of graduates in hospitalit

development

industry

Tourist establishments, Hotels and Restaur
inspected, licensed, classified and re-classifieq

)

arRts No. of Establishments and Hote

and Restaurants inspected, licens
classified and re-classified

s
ed,

Improved Tourism and hospitality standards

Tourism and hospitality regulation
in force

S

Training of more Classification Assessors e No. of trained Classificatio
Assessors

Operational and effective HRA * No. of HRA resolutions
implemented

Tourism area plans in place

No. of tourism area plans develope

Tourism Product
Diversification

Small and Medium Scale Enterprises identif
and linked to development partners

Identification Criteria developed
No. of SME'’s identified
No. of SME'’s linked

Developed & diversify Tourism product &

No and types of Developed

Tourism Infrastructure
Development (Resort
cities development,
KTDC, TSA, ICT)

Services diversify Tourism product &
Services

Home stay Operational Standards Guidelines in Operational Standards Guidelines|in

Place Place

Promotion of Home stays

Integrated GIS on tourism product mapping| to Web- enabled GIS internet link

facilitate wider access to Kenya tourism produgts

National Tourism Research Strategy & ¢ National Tourism Research Strategy

Tourism research institute in place and operational tourism
research institute.

Clear and visible signage » No. of signs places in different areas

Provide concessional loan funds to tourism ande Number of tourism facilities

tourism related facilities financed

Make equity investments by providing venture| « Number of projects financed

capital in tourism projects

Development of three resort cities (Isiolo, Dianji « 3 Feasibility Study Report, Study

and Kilifi) tour report, Model Designs, Master
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Plan, regional physical developme
plan

Niche tourist products identified as flagship
projects in the vision 2030 developed

» Three (3) flagship projects initiated

tourism supply and on domestic tourism
expenditure

Data on inbound/outbound tourism expenditure,e

TSA Reports and publications

Reviewed/Harmonized Entry/Departure
Declaration Forms and of cross border arrival
data

* Printed
information

cards with promotiona

nt

« Database & Reports on Cross Border

Arrivals

General Planning and

administration

and rules and regulations prepared

Tourism Policy and Bill presented to parliament

Tourism Act in Place

Enhanced service Delivery

* |SO certification

Programme: Industrial Development and Investment
Outcome — Increased contribution of industry to GDP

Sub-Programme

Expected Outputs

Performance Indicator

Promotion of
Industrial
development

Conduct feasibility studies on the development Feasibility studies reports for th

of five SME parks and two special economic
zones

two special economic zones
* Acquisition of land for the two
special economic zones

11°}

Construct phase Il of the constituency industr
development centres

i&hase Il of the Industrial
development centres constructed ir
210 constituencies

Increased funding for MSMIs

Industrialization fund established

Products developed under 4K initiative

Four prodifruit pulper, hand
loom, fish leather, light emitting
diode) developed under 4K initiativ

D

Projects supported under One Village One
Product (OVOP)

Thirty three OVOP projects
supported

Increased industrial investment in local
authorities and municipalities

Twenty investment fora held in loca
authorities and municipalities

|

Improved availability of industrial Information

diustrial Information Centre
established

Reduced incidents of counterfeiting

Operationadiag-counterfeit
Agency

Provision of Industrial Students trained in entrepreneurship

Training

600 studsaitset

Increased number of courses offered

2 new coumgesluced
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Increased revenue collected

Kshs. 9.2 million collected

Standardization,
Metrology and

Standards developed

396 standards developed

conformity assessme

Increased level of conformity to standards

85 %ll@f conformity to
standards

Regional laboratories and offices constructed
Miritini

iRegional laboratory and offices in
Miritini operationalized

Improved radiation testing

Complete radiationitesproject

Support for business
incubation for

Industrial sheds built

10 industrial sheds built

MSMEs

Credit disbursed to MSMEs

Kshs. 100 million to MSME'’s

Business development services provided

Businessa@went services
provided to70 entrepreneurs

MSMiIs linked with large enterprises

30 MSMis linkerith large
enterprises

MSMIs graduated

15 MSMis graduated

Increased MSMIs growth and development

48% capaiigation

Number of jobs created

5000 jobs created

Promotion of
industrial products

Increased Industrial replacement parts and s
parts.

axesorted industrial replacement pa
worth 70 million produced

ts

Increased production of engineering materia
and alloy steels

materials worth 15 million produced

sNon-ferrous and ferrous engineering

Improved skills in the metal sub sector

30 skilbgebrators trained

Increased production of agricultural and
irrigation equipment for value addition.

100 - 5-Horse Power Pumps for
irrigation produced

Increased production of transmission units for

the Industrial sector.

500 transmission units produced

Increase in use of aluminum and copper alloy
castings

12 tons of aluminum and copper
alloy casting worth 12 million
produced

Promotion of
Industrial Research

Increased technologies for value addition
developed

10 prototypes developed

and Development,
Innovation, and

MSMIs graduated

45 MSMiIs graduated
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Technology Transfer| Technologies commercialized

5 technologies comiakzed

Increase in technologies transferred

10 technotagansferred

Promotion of
Industrial Property

Increased IP registration

1800 certificate issued

Rights and arbitrationjudgments delivered

10 judgments made

IP Publications

1299 IP publications

Increase IP public awareness

4 industrial visits
4 seminars held

3.1.3. Analysis of Resource Requirement by Sub-Sector

Table 3. 2: Resource Requirements by Sub-sector (Rarent and Development) - Kshs.

Millions
Su-Sector Estimates Estimate Projected Estimates
2010/11 2011/12
2012/13 2013/14
Trade Sub-Sector 2,412 91,620 96,991 106,016
EAC Sub Sector 1,028 1,500 1,712 2,107
Heritage & Culture Sub-Sector 2,152 5,426 5,383 406,
Tourism Sub-Sector 2,379 7,833 6,818 7,596
Industry Sub- Sector 4,282 12,976 18,374 16,915
TOTAL 12,253 119,355 129,278 138,040
3.1.4. Analysis of Resource Requirement by Programmes amslib-programmes
Table 3. 3: Resource Requirements by Programmes ¢§Ks. Million)
Programme Estimates Estimate Projected Estimates
2010/11 2011/12

2012/13

2013/14
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Trade Development and Investment 2,412 91,620 96,991 106,016

Co-ordination of East African 1,028 1,500 1,712 2.107

Community matters

National Heritage and Culture 2,152 5,426 5,383 5,406

Tourism Development and Marketing 2,379 7,833 6,818 7,596

Industrial development and investment 4,282 12,976 18,374 16,915
TOTAL 12,253 119,355 129,278 138,040

Table 3. 4: Resource requirements by sub-programmesKshs. millions

Programme Estimates Estimate Projected Estimates
2010/11 2011/12

2012/13 2013/14
Sub-Sector 1: Trade
Programme 1: Trade Development
Administration and Financial
Services 537 81,475 81,863 82,622
Regional Economic Integration 187 224 269 323
Domestic Trade and Investment 459 2,309 6,177 6,281
External Trade 419 1,049 3,350 12,066
Business Premises Rent Tribunal
Services 27 97 116 136
Export Market Development &
Diversification 187 954 501 560
Economic and Export Processing
Zones 327 4,908 4,003 3,099
Fair Trade practices and Consumer
Protection 224 402 414 493
Entrepreneurial & Management
skills development for SMES 44 202 297 437
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TOTAL 2,412 91,620 96,991 106,016
Sub-Sector II: EAC
Programme II: Co-ordination of East African Community matters
10.| Operational EA Customs Union and
Common Market 507 697 829 998
11.| EA Monetary Union and Political
Federation 241 309 357 441
12.| Harmonized EAC-SADC-COMESA
Tripartite Trade Regimes. 280 494 526 669
TOTAL 1,028 1,500 1,712 2,107
Sub-Sector IlI: Heritage
Programme llI: National Heritage and Culture
13. Resear.ch, preservatlon ar.ld 806 1,347 1,199 1,235
promotion of National Heritage
14.| National Cultural Services 278 2,233 2,118 2,124
Public records and archives 214 254 369 480
15.| management
16 Public library services 722 1,405 1,477 1,313
Coordination and Regulation of the
17.| NGOSs Sector 132 187 220 254
TOTAL 2,152 5,426 5,383 5,406
Sub-Sector IV: Tourism
Programme [V: Tourism Development and Marketing
18 International Tourism promotion and 721 1,970 2,575 3,762
'| marketing
19 Domestic Tourism promotion and 71 161 171 203
"| marketing
20 Conference Tourism Development 0 630 426.2 63
21 Cultural Tourism Development 326 406 358 410
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22 Product Standardization and 505 899 1,029 787
"| classification
23 Tourism Product Diversification 67 747 180 206
24 Tourism Infrastructure Developmemt 408 2,518 1,532 1,565.5
'| (Resort cities development, KTDC
o5 General Planning and administration 281 502 546.6 99 5
TOTAL 2,379 7,833 6,818 7,596
Sub-Sector V: Industrialization
Programme V: Industrial Development and Investment
Promotion of Industrial Dev
2,745 9,186 14,662 12,570
Prov. of Industrial Training
124 210 112 117
Promotion of Industrial Product
110 810 1178 1,729
Promotion of R & D
773 790 295 347
Promotion of IPR
39 264 674 697
Std & capacity Assess
206 1066 650 650
Support of MSME
285 650 803 805
TOTAL 4,282 12,976 18,374 16,915
3.1.5. Resource Requirement by Economic Classification

Table 3. 5: Resource requirements for the Sector bgconomic classification Kshs. million

Estimates| Estimates Projected Estimates

2010/11 2011/12] 2012/13 2013/14

(1) Current Expenditure 7092 12624.1 16720 27,973
Compensation to Employees 1069 1264 1588 2,050
Use of goods and services 1593.9 3,909 6,715 15,605
Current Transfers Govt. Agencies 4,309 6,769 7,797 9,620
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Other Recurrent 121 682.1 620 698
(2) Capital Expenditure 5160 106,731 112,557 110,067
Acquisition of Non-Financial Assets 1222 87,487 91,233 92,710
Capital Transfers to Government

Agencies 2,433 12,025 9,521 8,223
Other Development 1505 7219 11803 9134
Total Expenditure 12,253 119,355 129,278 138,040

Table 3. 6: Resource requirement for Sub-sectors bgronomic classification Kshs. million

Estimates Estimate Projected Estimates

Expenditure Classification 2010/11 2011/12 2012/13 2013/14
Trade sub-sector

(1) Current Expenditure 1,601 3,424 6,108 14,924
Compensation of Employees 468 562 753 1,061
Use Goods and Services 511 6511, 3,966 12,277
Subsidies, Grants and Othe
Transfers 585 1,169 1,338 1,521
Other Recurrent 36 43 50 63
2) Development
Expenditure 811 88,196 90,883 91,092
Acquisition of Non financial
assets 496 82,789 35,4 87,632
Subsidies, Grants and Othe
Transfers 307 5,407 4,460 3,460
Other development 8 - -
Total Expenditure 2,412 91,620 96,991 106,016
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East African Community

Expenditure Classification Estimates Estimate Projected Estimates
2010/11 2011/12 2012/13 2013/14
1) Current expenditure 1285.3 1456.6 1761.4
Compensation to employees 84 122 171 232.6
Use of goods and services 251.9 460 530.2 670
Current transfers to Govt 585 630.2 661.6 708.4
agencies
Other recurrent 42.1 73.1 93.8 150.4
2) Capital Expenditure 65 215 255.2 346
Acquisitions of non financial 65 215 255 2 346
assets
Capital transfers to 0 0 0 0
government agencies
Other development D 0 0 0
Total 1028 1500 1712 2107
National Heritage and Culture
Expenditure Classification Estimates Estimate Projected Estimates
2010/11 2011/12 2012/13 2013/14
1) Current expenditure 1713 2768 2.699 2872
Compensation to employees 188 191 194 200
Use of goods and services 252 300 300 300
Currer'1t transfers to Govt 1238 1.846 1,868 2.028
agencies
Other recurrent 35 431 337 344
2) Capital Expenditure 439 2,658 2,686 2,534
Acquisitions of non financial 190 1,687 1,779 1.877
assets
Capital transfers to' 249 971 907 657
government agencies
Other development
Total 2152 5426 5383 5406
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Tourism

Economic classification Estimates 2010/11 Estimates Projected Estimates
2011/12 2012/13 2013/14

Current Expenditure 1,379 3,093 3,832 5,174

Compensation to Employees 126 133 137 140

Use of Goods and services 332 934 1,086 1,263

Current Transfers to Govt. Agencies 921 2,026 2,609 3,771

Other Recurrent

Capital Expenditure 1,000 4,740 2,986 2,423

Acquisition of Non Financial Assets D 0 0 0

Grants, Transfers and Subsidies 832 3,811 2,374 1,777

Other Development 168 929 612 646

Total for Programme 2,379 7,833 6,818 7,596

Industrialization

Economic classification Estimates 2010/11 Estimates Projected Estimates

2011/12 2012/13 2013/14
Industry

Current expenditure 1,437 2,052 2,625 3,242

Compensation 203 256 333 414

Use of Goods and services 247 563 833 1,095

Current Transfers 980 1,098 1,320 1,592

Other recurrent 7 135 139 141

Capital Expenditure 2,845 10,924 15,749 13,673

Acquisition of Non Financial Assets 471 2,797 2,777 2,855

Capital Transfers 1,045 1,836 1,781 2,330

Other Development 1,329 6,291 11,191 8,488

TOTAL 4,282 12,976 18,374 16,915
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3.2. Analysis of Resource requirement

Table 3. 7: Gross Resource Requirement Compared ®OPA ceilings - Kshs. million

Resource requirement | BOPA Difference
2011/12 2011/12
Recurrent 12,624 7,109 5,515
Development 106,731 4,584 102,147
Total 119,355 11,673 107,661

Table 3. 8: Recurrent Expenditure

Estimates 2010/11 Estimates 2011/12
Requirement Allocation Requirement Allocation
Trade 5,159 1601 3,424 1,548
EAC 977.6 898.4 1,285.3 967
Heritage 2,373 1713 2,768 1,763
Tourism 3,542 1,379 3,094 1,594
Industry 2,053 1,437 2,053 1,237
TOTAL 14,105 7028.4 12,624 7,109

\

Table 3. 9: Development Expenditure

Estimates 2010/11 Estimate 2011/12
Requirement Allocation Requirement Allocation
Trade 4,808 811 88,196 562
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EAC 140

65 215 142
Heritage 1,651 439 2,658 554
Tourism 3,071 1,000 4,738 1,254
Industry 10,030 2,845 10,924 2,072
TOTAL 19,700 5160 106,731 4584
3.10d. Detailed Resource Allocation by Sub-SectorRecurrent Expenditure
Proposed Resource Allocation Recurrent
Vote Ministry 2010/11 2011/12 2012/13 2013/14
Vote 16 Trade Gross 1,601 1,680
132
A.lLA 105
1,548
Net 1660
480
Salaries 501
430
Transfers 540
770
Others 724
968
Vote 24 EAC Gross 977
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A.lLA 1 1
Net 976 967
Salaries 142 163
Transfers 497 0
Others 338 805
Heritage &

Vote 41 Culture Gross 1840 1784
A.lLA 22 21
Net 1,818 1763
Salaries 21% 194
Transfers 1,256 1220
Others 369 370

Vote 46 Tourism Gross 1,771 1605
A.LLA 271 11
Net 1500 1594
Salaries 125 130
Transfers 1,150 1001
Others 496 474

Industrializa

Vote 60 tion Gross 1,097 1343

ALA 109 106
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Net 088 1237
Salaries 218 210
Transfers 555 697
Others 324 436
Total Net
Estimates
6,942 7109
3.10e. Resource Allocation - Development Expenditar
Vote Ministry 2010/11 2011/12 2012/13 2013/14
Vote 16 Trade Gross 873 937
GOK 550 562
Loans 0 0
Grants 323 375
Vote 24 EAC Gross 155 207
GOK 90 142
Loans 0 0
Grants 63 65
Heritage &
Vote 41 Culture Gross 48] 591
GOK 450 554
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Loans 0 0

Grants 3] 37

Vote 46 Tourism Gross 1,190 1404
GOK 1,190 1254

Loans 0 0

Grants 0 150

Vote 60 Industrialization| Gross 1,586 2,705
GOK 1,070 2072

Loans 265 303

Grants 251 330
Total GOK 3,350 4584

Table 3.10b: Gross Resource Allocation by Sub-Secte Summary — Kshs. million

Sub- Sector Estimates Estimates

2010/11 2011/12
1. | Trade 2,060 2,617
2. | EAC 986 1,175
3 | Heritage &Culture 2,108 2,375
4 | Tourism 2,480 3,009
5 | Industrialization 2,098 4,048
Total 9,732 13,224
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(i)

CHAPTER FOUR

1.0. CROSS-SECTORAL LINKAGES

1.1. Introduction

This sector falls under the Kenya Vision 2030 ecenigopillar which focuses on the following
sectors; tourism, agriculture and livestock, tras@nufacturing, business process outsourcing
and financial services. In executing its manddte,gector has direct and indirect linkages with
other sectors. These include; Governance, Justiae, and Order; Agriculture and rural
development; physical infrastructure; environmevdter and sanitation; Macro working group;
human resource development; research, innovatidntezhnology; Public Administration and
International Relations; and national security.aA®sult, the programmes, projects and activities
within the TTI sector are cross cutting and afteet performance and output of other sectors.

1.2. Sectoral Linkages
These sectoral linkages are manifested in theviatlg dimensions:

Diversification of Exports
The TTI sector works with other sectors with a viendiversify exports through the following
direct and indirect initiatives:
» Sensitization of exporters and business commundiegpotential export markets and
opportunities;
» Trade facilitation through removal of non-tariffroars (NTB);
» Promotion of Kenyan products overseas through tfaide and advertisements;
* Provision of business incentives to exporters thhothe various administrative and
economic instruments; and
* Policy intervention measures geared towards expreersification.

The sector engages closely with the Macro workingug and Public Administration and
International Relations sectors towards realizatibtine sector’s objectives.

(i)  Trade negotiations
The sector is the national focal point for co-oedian and implementation of trade negotiations
under the Common Market for Eastern and Southerits?A{COMESA), WTO, EPAs and EAC.
The sector participated in negotiations forums ilegtb:-
* The launch of COMESA Customs Union in June 2009ddransition period of five
years;
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* The implementation of the EAC Customs Union whieme into effect in January 2010,
elimination of non-tariff barriers and harmonizatiof trade documentation procedures;

» Participated in the successful negotiation for Bf&C common market protocol which
became effective from July 2010;

* Laying down the foundation for negotiations of theonetary union and political
federation within the EAC.

* Access to market for manufactured products depeamdgripartite trade agreements
between the regional trading blocs of EAC, COMES&#AJ SADC.

The sector liaises closely with the Macro workingpup and public administration and
International Relations to maximize country’s trémefits.

(i)  Provision of Investment incentives
To achieve the sector targets as outlined in Kevijggon 2030 and the Medium Term Plan
(MTP),the sector intends to attract investmentpioyiding the following incentives:-
» Tax holidays;
* VAT and duty waiver for new establishments and mai® for refurbishment of tourist
facilities and four wheel tour vehicles; and
» Airlines /Charter incentive through Joint PromotabRrogrammes

The sector works with the macro working group teeginvestment incentives to foreign
investors and manufacturers of goods for exporss Treates employment and brings foreign
exchange to the country.

(iv)  Security

For rapid social economic transformation, the coumequires institutional structures which
guarantee security to all. This sector has beerkingvery closely with regional, national and
international agencies to ensure a secure envirohfog investment, tourism development,
regional integration and trade. A Police Unit (TisuPolice Unit) and a cross-sectoral National
Tourism Crisis Committee have been constitutedotwrdinate tourism security concerns. At the
national level, the sector has been working closeith the national security organs and
Governance, Justice, Law and Order Sectors toeeltetargets and mandates.

(v) Infrastructure

According to the Kenya Vision 2030, infrastructudavelopment will play a critical enabling

role towards realization of the goals and objestivitlined in the vision. Infrastructural

development involves road development and maineaaffordable and reliable power

supply, safe and efficient airports and sea poveger and sanitation, and telecommunication
services. Good infrastructure will ensure easy sxt@ markets, tourist attractions, efficient and
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effective movement of imports and exports. The $@¢tor has been working closely with the
physical infrastructure sector to ensure the itfuasural challenges are addressed.

(vi)  Environment

Promotion of environmental conservation is ideatfias one of the country’s specific

environmental strategy required to support the enoa pillar flagship projects and achieve the

Millennium Development Goals. The strategy alsd Wérmonize environment related laws for

better environmental planning and governance. fiseease in human population and climate
change among others, are some of the environmesitallenges that adversely affect

investments, tourism and economic growth. Localhe sector should play a leading role in

ensuring environmental sustainability through emgunew and existing businesses, adhere to
the best environmental practices. In this regahnd, sector works closely with Environment,

water and irrigation Sector. The sector also engagth other global agencies on issues related
to environmental sustainability.

(vii)  Improvement of enabling Business environment

Performance of the TTI sector is affected by midtipegulations by other sectors and Local
Authorities. These include numerous licenses amahipe issued and administered by Ministries,
Government agencies and Local Authorities. To mtewvenabling environment for foreign and
domestic investors through removal of cumbersomnmeimdtrative procedures and licensing, the
sector works closely with the Public AdministratiSector through the Ministry of Finance. An
enabling business environment leads to increaseinwestment portfolio contributing
employment creation and consequently economic drowt

(viii)  Public Records and Archives Management

Management of public information and archives isaal for preservation of information in all
sectors. The TTI sector therefore ensures thatealbrds created by public offices are well
managed and documented. To achieve this, the seailaborates with all other sectors which
provide the records for management by the Keny#oNailt Archives and Documentation Service
(KNADS). All government departments thus work clgsevith KNADS on records
management, destruction and archiving. The arctseege as reference points to all the sectors
that require reference materials held at KNADS.

(ix) National Cohesion

National cohesion and peace are key prerequisitespdlitical stability and consequently

economic growth. The sector undertakes programares interventions geared towards
promoting integration, national cohesion, natioralles and social cultural development among
Kenyan communities. Further, the sector promotessgrves and maintains Kenya’s rich and
diverse cultures for national cohesion and identiotable programmes currently being

implemented by the sector are cultural researcbmption of traditional conflict resolution
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mechanisms, promotion of Kiswabhili as a nationall amegrating language, intra community
cultural exchange, national dress, community caltfestivals, traditional foods among other
symbols of national unity and interventions. Thetse works closely with the Governance,
Justice, Law and Order sector that is mandateditd bational cohesion.

(x) Land

Land is significant resource for socio-economic aaditical transformation as spelled out in

KV2030. This transformation will depend on the falation and implementation of national

land policy which will facilitate the process ofnldh administration, computerization and an
enhanced land legal framework. Availability of siie land, respect for property rights to land
and address of human-wildlife conflict are soméhef essential requirements for growth of this
sector. The sector collaborates with the Agriceltand Rural development; and Environment,
Water and Irrigation Sectors to ensure land relatetterns are addressed.

(xi)  Research and Development

Research and development is an important aspeabeof Tl sector that leads to innovation and

technology transfer, international benchmarking addption of best practices that increase the
countries competitiveness in international sph&hee sector collaborates with Macro Working

Group; Research, Innovation and Technology sectdR&D investments to ensure increased
productivity.

(xit)  Financial Access

A stable, functioning financial system is crititalacceleration of economic growth and ensuring
macro-economic stability as well as promoting pievaector development. The financial sector
has witnessed robust activity and access to cfedithe last five years which is attributed to
continued economic growth supported by moderninaticthe capital market and reforms within
the sector. To ensure financial access, the seelies on the Special Programmes and Macro
Working Group sectors.

(xiii)  Human resource development

It is essential to create a globally competitivel adaptive human resource base to meet the
challenges of rapidly industrializing economy likeenya. Provision of adequate number of
properly trained personnel is a key requirementth@ sector to attain quality product and
service targets. To ensure availability of adequat@bers of high skilled manpower, the sector
works closely with the Human Resource Developmet@.

(xiv)  Availability of industrial raw materials:
Various industries require consistent and timelypdy of inputs and quality raw materials. To
ensure sustainable supply of quality industrial ravaterials, the sector works with the

Agriculture and Rural Development Sector.
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1.3. Conclusion

Cross sectoral linkages are necessary to compleaiities of the sector and minimize
duplication of roles, activities, programmes anajgets. The TTI sector engages the other
sectors and stakeholders to ensure harmonizatioros$ cutting issues.
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CHAPTER FIVE

2.0. EMERGING ISSUES AND CHALLENGES

Despite remarkable contribution to socio-economawgh in Kenya, the TTI sector is faced

with numerous challenges and emerging issues wigel to be addressed to enable the sector
realize its targets. The following are the key drajes and emerging issues from the sector:-

(1) Inadequate funding

Despite the sector’s contribution to the econonmawgh of the country, it has been inadequately
funded such that it has been unable to achieveniesnided outputs and/or set higher targets. The
TTI sector contributes immensely to the countryBR5both directly and indirectly. It provides
both forward and backward linkages in the produrcfioocess, has a high multiplier effect and
creates many jobs., the sector is poorly funded.

(i) Inadequate policy, legal, regulatory and institutical framework

There is lack of comprehensive policy and legahieavork to guide various sector activities.

This has resulted to the following challenges:-

» Scatter of various policy instruments in differpoticy documents and legislations which are
also administered by different institutions;

» Centralization of the services in Nairobi whiclhde to increase in cost of doing business;

* Numerous permits and licences which has made dnismess cumbersome and costly;

* The regulatory framework is unfavorable to inforreattor;

» Lack of appropriate legal framework to enhance danpe both by tourists’ establishments
and also the training institutions.

(i)  Inadequate infrastructure

The achievement of the TTI sector targets heaeligs on availability of efficient infrastructure.
This includes well maintained road network, effiti@nd safe sea and air ports, working rail
transport system, reliable and affordable eledyri@nd efficient communication services.
Whereas the Government has endervoured to addralisnges in this regard, the infrastructure
is still inadequate, unreliable which has led te faroductivity, high production and distribution
costs; and uncompetitive products and services. cbhmeentration of infrastructure and social
amenities in a few urban areas has resulted indhglomeration of industries in such areas thus,
further creating disparities in regional and indasdevelopment.

The resultant high cost of doing business has rtfaleountry uncompetitive as compared to its
neighbouring countries. Recently there has beésedrr cost of energy particularly oil and its
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by-products. This has led to increase in the cbptaduction and distribution of goods and
services.

(iv)  Insecurity

Security is very important for the sector to atténtargets. Various insecurity concerns such as
high crime rates, piracy and terrorism have greafigcted smooth operations of the sector. This
has forced private operators in the sector to invesecurity programmes and rise of insurance
costs. This has also led to difficulties in acoegsihe sector products and services to the
international markets. There is need to addresssdéotor security concerns to avert possible
relocation of the sector interests to other coestias well as attract local and foreign direct
investments.

(v) Declining local and foreign direct investments

In the last decade, both Local and Foreign Diheeestments (FDI) in Kenya has been on the
decline, whereas the investment rates of neighbguountries such as Tanzania and Uganda
have been increasing. This could be attributed twumber of socio-economic and political
factors that have caused many business entergosssale down, close down, or relocate to
other countries with better business environmeKenya therefore requires to put in place
corrective measures to attract local and foreigestments.

(vi)  Limited Access to Credit facilities and Financial ®rvices

KV2030 targets to reduce the share of populatidmtmce from 85% to below 70%. To achieve

this objective, the Vision intends to reform midneance institutions with a view to addressing

credit accessibility to MSMEs. The financial seeschallenges faced by the sector include:-

» Lack of access to formal financial services sucleraglit products and trade guarantees has
inhibited the competitiveness and growth of MSMEd aommunity based enterprises in the
sector.

* Insurance premiums and interest rates are higluaafiordable to MSMEs.

* Availability of mainly short and medium term finaakcproducts while the sector requires
long term financing.

* Lack of sustainable funding mechanism to suppoddpcts and facilities development,
refurbish the existing facilities and diversify thector’s activities with a view of opening up
of other potential areas.

(vii)  Influx of sub-standard, counterfeits and contra-bam goods

Counterfeits, sub-standard and contraband goditks Istige and small scale enterprises in the
economy. The opening up of the Kenyan market hescétd entry into the local market of
substandard, counterfeit and contra-band prodiibesse products have substantially contributed
to the reduction of the market share for locallynrfactured products. They have also
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discouraged innovation efforts and reduced the igouent revenue base. Inadequate
enforcement of the intellectual property rights hasonly contributed to this influx but also
negatively impacted on local industrial growth. Heetor recognizes the Government efforts in
establishing the Anti-Counterfeit Agency and expebtat enough measures will be put in place
to reduce this menace.

(viii)  Low technology, innovation, research and developmén
Over the decades, budgetary resources for innavatiesearch and development has been
minimal in the TTI sector. As a result,

» there has been limited technological capability amfdrmation on international trade
opportunities which has led to most industries gigain the production of low value-
added and limited range of products.

» high cost of technology and fear of change hadtexsto low technology uptake.

» there are weak linkages between the technologyes®irch providers with the market.

» there is lack of incentives for promotion and udeewisting and creation of new
knowledge.

This has led to over-reliance on the few traditioegports and traditional tourist markets,
uncompetitive and low product quality and diversapd fluctuation in foreign exchange
earnings despite the country pursuing an exportdeowth strategy. These factors have
contributed to limited scope for product diversafion and expansion of export base. The narrow
product range and focus on few markets have resdrithe growth of Kenya’s exports and
global competitiveness of its products.

(ix)  Multiple Memberships to Regional Economic Communites (RECSs)

Kenya is a member of various trading blocs sucBA&S, COMESA, and IGAD. The Common
External Tariff (CET), Rules of Origin (RoO) anchet measures such as axle-load limits and
transport insurance requirements in these blocaatraniform. This poses a challenge to the
business community in complying with these différeading arrangements which have led to
technical barriers to trade and other non-tariffieas. The sector is also faced with the
challenge of dealing with unfair competition th&posed by the flow of exports through other
partner states which belong to other trading blelesre the Rules of Origin are not strictly
enforced.

(x) Weak linkages and collaboration

The mandate of the sector requires collaboratiah larkages with several agencies including
Government ministries and departments, the Pri8ator, the Civil Society and Development
Partners. However, there have been instances whanelates and functions of Ministries and
agencies overlap.
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(xi)  Underdevelopment of Micro, Small and Medium Enterpises (MSMES)

The Micro, Small and Medium Enterprises (MSMEs}hHa Sector contributes about 20% of the
GDP and creates direct formal employment to Keny&twsvever, majority of the micro and
small enterprises are informal, rural based ankl dtequate managerial and technical capacities
which has led to high mortality rate. Due to theaonomic status, and concentration of big
enterprises in major towns, there are weak linkameslequate Business Development Services
(BDS) and subcontracting arrangements with the amedind large firms. Similarly BDS are not
readily available and affordable to most MSMEsatidition, the growth and graduation of the
firms in the sector has not fully realised its pot@ due to a number of factors such as poor
market access, restrictive legislation and regutathigh cost of credit, poor infrastructure and
access to land.

(xii)  Low levels of ICT utilization

Information and communication technology has ndtbgen put into optimum use to facilitate
more prudent business processes and efficientedgliof creative/cultural industry sector. The
low levels of penetration and high cost of ICT asfiructure has hindered access and usage of
ICT leading to increased costs of production, loacess to technological and market
information. This has contributed to a slow procgfsmdustrialization.

(xiii)  Market Access

The growth and development of the sector dependtherexistence of a vibrant market for
products and services. Access to markets by Kepyaatucts to some countries is threatened by
new trading arrangements that require compliangk WITO rules and regulations. Under the
new global trading arrangements, Kenyan produate ftiffer competition in the preferred
markets. The challenge facing the sector is to ldpveolicy priorities and strategies to improve
competitiveness of Kenyan products in world markets

(xiv) Inadequate capacity

To effectively address issues on service delivewy ralize its mandate, the TTI sector requires
adequate human, capital and financial capacitiaste@tly, most of the sub-sectors indicate the
following capacity challenges; understaffing, inqadate facilities and equipment, inadequate
office space and field representation, limited I€®nnectivity and inadequate budgetary
provisions for effective service delivery. Thereaimeed for the sector to address these capacity
gaps to achieve the targets in Kenya Vision 2030.

(xv)  Environmental Issues

There have been numerous global environmental cosieehich generally affect the operations
of the TTI sector. Climatic change and unsustamahbiman activities have led to negative
environmental effects including global warming ard/ironmental degradation. This has led to

mitigation strategies which affect the sector opens and global competitiveness of the sector
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products and services. These include control diaraemission through carbon tax, call for use
of clean and safe energy mechanisms and carbangrptbgrammes.

(xvi) Global Financial Crisis

Although the global economy is showing signs ofokexy, it is not expected to recover soon
enough to mitigate the high rates of inflation, rgryeprices, food prices and exchange rate
fluctuation. This will affect achievement of thevesaged sector targets.

(xvii) Regional Integration

The signing and ratification of EAC Common Markeat®col (CMP), provides numerous
opportunities for the TTI sector in form of incredsmarket for the sector products and free
movement of factors of production, marketing thgiaa as one tourist destination among others.
However, the integration process is facing sevehallenges as regards to the actualization of
the protocol. First, most Kenyans and businessnoomnity are currently unaware of the socio-
economic benefits and provisions of the common etaakd integration process at large. There
is also uncertainty in the sub-regional integrafioocess due to perceived fear of loss of national
sovereignty, loss of revenues and unemploymentn®&aStates within the EAC bloc are at
different levels in terms of implementation of t@&MP. There are also challenges on
implementation of the Customs Union due to pemststen-tariff barriers.
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CHAPTER SIX

3.0. Conclusion

Trade, Tourism and Industry Sector is a criticalt@eto spearhead the economic pillar of the
KV2030 which aims at ensuring a sustainable GDRvtref over 10% by the year 201Zour

of the six priority sectors for quick wins thatlivyprovide impetus to Kenya'’s efforts to grow
the economy at 10% as envisaged in the Vision &oeirism, Manufacturing, Trade, and
Business Processing Outsourcing. The sector playgnéicant role in the country’s economic

growth and development through linkages with atit@es of the economy by creating markets

for goods and services, poverty reduction and dmurtion to the GDP

Despite the important role the sector plays, thetosefaces a number of challenges which
hinders full realization of its potential, the miajone being inadequate funding from the
Government. The 2011 BOPA ceiling K§h. 13.224billion represents only a 2% share of the
total Government expenditure and is far much lotan the Sector request &&5h.119.36

billion. This allocation does not commensurate witle sector priorities as contained in the
Kenya Vision 2030 and fails to underscore the ingure of the sector towards economic

growth.

In this regard, there is need for a deliberateganization of resource allocation to the MTEF
sectors that will lead to Kenya’'s economic growtid areate more opportunities essential for
growth giving due consideration to the fact thlag Trade, Tourism and Industry is the major

source of government revenue through VAT, incomeitaport duties etc.

In the year 2009, the sector implemented variodwiaes and programmes in respect to the
development and promotion of tourism, trade, inwestt, industrialization and enhancement of
national cohesion. As a result, the sector regidtem increase in the value of merchandise,
growth of trade exports, tourism market recovery dbecelerated manufacturing growth. The
sector also spearheaded the EAC integration iwéist which led to finalization of negotiations
ratification and signing of the Common Market Poatio( CMP).
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In order to address the challenge on multiple mesftiyes to different RECs, the sector is
participating in the various tripartite meetingshin the RECs with a view to harmonizing the
various trading arrangements.

4.0. Recommendations

1. In order to enhance Kenya's competitiveness, tlieneeed for support to the Sector
focusing on the following:

Enhanced funding to the sector,

fast tracking regional integration and implementabf the Customs Union and
the Common Market Protocol,

Diversifying the Kenyan exports,

Creating an enabling environment for transfornmatad informal sector into
formal sector,

Increase value addition for locally produced picidu

Encourage innovation in order to reap maximum gairom a changing
international and regional trading arrangements,

Expanding the product choice and range of toufeilities to include cultural
tourism, sport and community based tourism amohgret

Promote Foreign Direct Investment to the EAC Par8tates,

Supporting the development and marketing of culjpraducts and industries.

2. There is need tor the sector to harmonise oventgpfuinctions within the sub-sectors to
ensure consistency and avoid duplication of effarid well coordination of decisions
and interventions.
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