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8.5 County Labour Productivity

8.5.1 Overall labour productivity

County labour productivity was computed and
measured as County Gross value added per
labour for two years (2016 and 2021) as per
the available data on employment.3 The city
counties of Nairobi, Mombasa, Kisumu, and
Nakuru had the highest labour productivity
levels. Cities and urban areas have advantages
in essential infrastructure, and higher population
density, which attracts scale economies and
hence higher labour productivity.

31 The measure used is the apparent labour productivity measured as gross value
added per person employed.

A comparison of the ASAL and non-ASALs
established that non-ASAL counties have
the highest labour productivity growth rates
(between 2016 and 2021) at 28.3 per cent, and
semi-arid (10-29%) at 21. 9 per cent, semi-arid
(30-84%) at 14.3 per cent while arid had the
lowest growth at 2.8 per cent. Semi-arid (30-
84%) showed lower productivity in both years.
The counties in this category rely heavily on
agriculture for employment despite agriculture
having a lower share of county GVA. These
counties also rely on crop production and mixed
farming for employment, despite having lower
maize yield.

Figure 8.40: Labour productivity by county category, 2021
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8.5.2 Sectoral labour productivity

Labour productivity in the industry sector is
highest in arid and semi-arid (30-84%) counties,
while the services sector has higher labour
productivity in the semi-arid (10-29%) and non-

ASAL counties. For all categories of counties,
agriculture has the lowest productivity despite
having the highest share of employment. This
reflects the dominance of small-scale, low
technology production systems that result in
low agricultural output.
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Figure 8.41: Labour productivity per broad sector by county category, 2021
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A disaggregation of industry labour productivity
shows that for the arid counties, higher labour
productivity is in the manufacturing sector
while the electricity sector has high labour
productivity for the other three categories of
counties. This is attributed to the high output
of the electricity supply in these counties that
have significantly exploited electricity supply
sources, such as hydropower in the seven

forks dams and geothermal in central and
North Rift ASAL counties. Although electricity
supply had shown growth in output for the
arid counties, the employment levels were low
and were not captured in the survey data to
enable computation of labour productivity. This
indicates the low employment capacity of high
capital-intensive industries, such as electricity

supply.

Figure 8.42: Labour productivity in the industry sectors, 2021
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A disaggregation of labour productivity for the
services sectors showed that the real estate
sector had the highest labour productivity for
all categories of counties. This sector entails
buying, selling, renting, and operating of self-
owned or leased real estate and the activities
of real estate agents. In the arid counties, the
low employment levels in the real estate sector

vis a vis the output explains the higher labour
productivity. The output for the real estate sector
in arid counties is mainly the operation of self-
owned or leased real estate in the towns and
urban centres. Wholesale and retail trade has
the lowest labour productivity in all categories
of counties, despite having the highest share of
employment among the services sectors.

Figure 8.43: Labour productivity in the services sectors, 2021
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A disaggregation of labour productivity in the
agriculture sub-sectors was limited by the
availability of gross value added for crop and
livestock sub-sectors. However, an analysis of
labour productivity in maize production using
available data on maize yield revealed low
labour productivity in semi-arid counties that
have a higher number of persons involved in

maize production. The arid counties show
higher labour productivity as the labour
involved in maize production is low. Although
non-ASAL counties have higher labour in
maize production, they also have comparative
advantages in maize production, and therefore
higher labour productivity.
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Figure 8.44: Labour productivity in maize Figure 8.45: Average maize yield
production
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Using available data on livestock production
and analysis of labour productivity, arid counties
have higher labour productivity in livestock
production, particularly in the rearing of cattle.
The semi-arid counties (10-29%) have higher
labour productivity in the rearing of goats and
sheep. The semi-arid (30-84%) and the non-

ASAL counties have lower labour productivity in
livestock production. The concern is mainly for
the semi-arid counties (30-84%), that continue
to have low output in crop and livestock
production despite having the highest share of
employment in the agriculture sector.

Figure 8.46: Labour productivity in livestock production
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Key Messages and
Recommendations

8.6.1 Key messages

1.

County economic structures

Arid counties have the smallest gross
value added and the highest episodic
growth rates. The growth rate has been
volatile because of climate change
effects, which disproportionately affect
arid counties, thus hindering convergence
in economic growth across the counties.
This notwithstanding, these counties
have latent natural resources in the form
of land, renewable energy sources and
tourism that hold significant potential
to grow their economies. However,
challenges in access to essential physical
and capital infrastructure and persistent
insecurity inhibit optimal utilization of this
potential.

Sectoral contribution to GVA

Arid  counties have comparative
advantages in livestock production.
These counties produce most of the
beef cattle, sheep, and goats in the
country and have significant livestock
by-products, mainly hides and skins.
However, livestock production is yet to
be fully integrated into the leather value
chain. Climate change through frequent
and severe droughts is inhibiting the
full realization of arid counties livestock
production. Although interventions such
as Index-Based Livestock Insurance and
feed production have been rolled out by
the government and the private sector,
the uptake remains low.

The share of the services sector in
county gross value added is the largest
for all counties. However, in the arid
counties, the non-market services (public
administration and defense) dominate
the service sector GVA, indicating smaller

ii)

contributions by the market services
(private sector) to the county output. The
contribution by accommodation and food
services (proxies of the tourism sector)
is very low despite significant tourism
resources in the counties, signifying
untapped potential.

The share of manufacturing in the arid
counties industrial GVA is low and
declining due to its slower growth rates.
This is of concern since its backward and
forward linkages with other sectors such
as agriculture, trade, and manufacturing
has the potential to drive economic
transformation in the region. The
construction sector dominates the arid
counties’ industry GVA due to increased
urbanization and investments in essential
infrastructure.

Quality and quantity of labour

Arid counties have comparatively lower
labour quality as reflected by lower basic
education enrolment rates and health
indicators that affect the quality of the
future labour force. Additionally, these
counties have a lower quantity of labour
as seen in the smaller size of the working
age population to total county population
and lower employment to population ratio
for the non-youth category. Lastly, the
arid counties experience low utilization of
the available labour as reflected by higher
unemployment rates and higher inactivity
rates for persons of prime age. Labour
inactivity due to discouraged job seekers
is comparatively higher in arid counties,
indicating the presence of persons willing
to engage in labour but are limited due to
job unavailability.

Cultural practices, climate change, and
insecurity are impeding the acquisition of
formal skills by children and teenagers in
arid counties. Although cultural practices
are key to the acquisition of indigenous
knowledge needed for the sustenance
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of pastoralism, formal skills are needed
for the economic transformation of the
counties. Therefore, the acquisition of
both skills is important for the counties to
exploit their potential.

Sectoral employment

There is a low transfer of labour from
agriculture to other sectors as agriculture
dominates the employment shares in
all county categories. Employment in
agriculture is comparatively lower in arid
counties compared to semi-arid and
non-ASAL counties, indicating climate-
change induced push factors. The
wholesale and retail trade absorbs labour
from agriculture in these counties. The
sector is characterized by high levels of
informality and low output, leading to low
labour productivity.

The construction sector dominates
employment in the arid counties in the
industry sector. The construction industry
is often subject to seasonal employment
patterns, raising concerns over the
sustainability of employment in the
sector. The manufacturing sector has the
lower share of employment; furthermore,
employment in this sector is concentrated
in low technology manufacturing, such as
food and textiles.

Labour productivity

Arid counties had the lowest labour
productivity growth between 2016 and
2021 compared to the other county
categories. This indicates lower efficiency
in the use of labour, which is attributable
to climate change threats that lower the
output from agriculture (which is the
main employer) and concentration of
alternative employment in low productivity
services sectors such as the wholesale
and retail trade. The low labour utilization
due to inadequate job creating industries

i)

explains the lower labour productivity
growths.

Labour productivity in arid counties is
highest in the industry and services
sectors and lowest in the agriculture
sector. Although high labour productivity
is in capital-intensive sectors such as
electricity supply, they have Iimited
employment capacities and require
high level skills. Manufacturing has high
labour productivity in arid counties and
can employ both low skilled and high
skilled persons, thus creating more job
opportunities.

8.6.2 Policy Recommendations

1.

To optimize the livestock production
potential in arid counties and grow the
counties’ economies, there is a need to:

Continue building climate resilience in the
livestock sub-sector in arid counties. This
can be achieved by increasing the uptake
of weather-based insurance schemes
for livestock production, promoting the
use of asset-backed insurance and
subsidizing premiums for disadvantaged
pastoralists; optimal utilization of the
information provided by the National
Drought Management Authority through
the drought early warning systems
to encourage commercial offtake of
livestock, which would help mitigate
losses; counties can also consider
establishing county livestock enterprise
fund that will finance pastoralists to
restock after drought episodes to
accelerate recovery.

Optimally exploit the livestock value chain
in arid counties through the integration of
livestock production into the leather value
chain. This can be achieved by increasing
the supply of hides and skins through
strategies such as creating awareness
among pastoralists on the value of hides
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and skins, increasing extension services
to improve the quality of hides and skins,
and facilitating aggregation and pooled
sales of hides and skins to increase
producers bargaining power. This needs
to go in tandem with efforts that increase
the number of leather processing facilities
by providing incentives to local leather
product manufacturers to establish
tanneries in arid counties.

Increasing  investments in  meat
processing for export. This will require
increasing the number of modern
abattoirs and meat processing facilities
in the arid counties as a majority are in
Nairobi and other major cities. Other
key investments are implementing the
livestock identification and traceability
system, which will ensure that livestock
products meet the food safety standards
required by the international market; and
promoting the growing of pasture for feed
security to address the losses in the arid
counties pastoral systems. This will go in
tandem with innovations on better and
drought-resistant fodder varieties. The
agricultural innovation ecosystem has
been largely focused on crops and dairy
farming; there is a need for research to
develop low-cost fodder varieties that
target pastoralists.

To reduce the dominance of non-market
services in arid GVA and encourage
the development of market-oriented
services, there is a need to:

Leverage tourism resources in the
arid counties; this will entail marketing
the tourist sites in the counties to
encourage local and international

tourism. Incentivizing players in the hotel
and accommodation to invest in tourist
facilities in the arid counties; leveraging
on cultural tourism and desert safaris that
are unique to the region; developing of
resort cities that are part of the LAPSSET

ii)

project, which entails upgrading Isiolo
and the towns near Lake Turkana to
resort cities.

Accelerate infrastructural development
to open the region for investments. This
includes fast-tracking and completing the
LAPSSET transboundary corridor that
passes through the arid counties.

Curb insecurity in the arid counties,
especially banditry; there is a need
to continue with the current efforts
of deploying security services and
establishing permanent security services
in the areas most affected. But this
needs to be done in tandem with using
traditional institutions to encourage
community-led peace building initiatives
to achieve sustainable peace. In addition
to measures against terrorism, there is a
need for more community engagement
in security decisions through community
policing to enhance community resilience
and improve intelligence gathering.
There is also a need for more youth
empowerment and engagement efforts to
reduce radicalization.

To create jobs and optimally utilize the
labour in arid counties, there is a need
to:

i) Provide incentives to attract
investment in  industries that
expand employment opportunities.
Currently, capital-intensive
industries established in the arid
counties are not adequately utilizing
labour, and therefore the need to
encourage investments in labour-
intensive industries.

ii) Increase funding to businesses
established by vulnerable groups
such as women and youth to ensure
inclusive support of persons in the
informal sector.
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4. To improve the quality of labour in arid move during droughts; and increasing
counties, the national government funding to the Adult and Continuing
needs: Education programme to increase the

number of facilities and trainers.

i) To encourage participation in the Adult

and Continuing Education programme
to improve the quality of the current
labour force. This can be done through
increasing awareness campaigns on the
benefits of adult learning targeting out-of-
school youth and adults in arid counties;
improving the effectiveness of adult
learning centres in the arid counties by
investing in mobile adult learning centres
that target nomadic pastoralists who

To accelerate the implementation of
programmes aimed at improving the
effectiveness of the education system
in arid counties to improve the quality
of the future labour force. This can be
done through increasing funding to the
programmes currently being implemented
by NACONEK, such as mobile schools,
school feeding programmes, and low-
cost boarding schools.

I This chapter benefitted from the support and guidance of CGE Demetra simulations on productivity by Shadrack Mwatu (KIPPRA), Victor Nechifor and Emmanuele Ferrari (both
from the JRC—Seville). Technical support during the drafting of the chapter was also provided by Dr Rose Ngugi and Dr Eldah Onsomu (both from KIPPRA).




CHAPTER

9

LEVERAGING STRATEGIC
PARTNERSHIPS IN UNLOCKING
TECHNOLOGY TRANSFER

Technology is important in the socio-economic transformation and overall
development of a country. Appropriate adoption and implementation of
technologies are critical for enhancing productivity and inclusive growth.
Inadequateaccesstotechnologyunderminesacountry’spotentialinagriculture,
energy, manufacturing, health, education, infrastructure development, digital
economy, and various services sectors. The current reconfiguration of
global economic order, the rise of new major economic powers, renewed
engagement with traditional development partners, new dynamics of global
governance, revitalization of South-South and Triangular Cooperation, and
admission of the African Union as a permanent member of the G20 could
provide an opportunity for deeper technology and innovation cooperation.
For Kenya to benefit from the potential opportunities, strengthening strategic
partnerships with both emerging and developed economies is imperative.
Further, reforming policy and institutional environment is critical for attracting
frontier technologies’ investors. Similarly, the use, adoption, and adaptation
of frontier technologies calls for the establishment of digital infrastructure,
Skills, financial inclusion, and availability of domestic credit. Lastly, the
prioritization of strategic partnerships to harness technology for healthcare
and vaccine production, development of sustainable textile and apparel
industry, infrastructure development and connectivity and harnessing of
Skills, knowledge, and technical know-how emanating from international
academic mobility are imperative for the enhancement of productivity and
inclusive growth in Kenya.

States and Non-State actors in the international
system (Moran, 2022).
echnology has an enormous influence

9.1 Introduction

on the international system since it is

one of the key determinants in shaping

international relations (Mallik, 2016).
Technology is central to human life as it shapes
international affairs and diplomatic issues,
including economic policies, energy, disease
prevention, medicine, security, and nuclear
proliferation (Giacomello et al., 2021). Further,
technology is critical in pursuing national goals
for countries, including promoting economic
development and national security, and

therefore, countries with technological edge
are likely to gain strategic advantage over other

Countries depend on technology for long-
term growth due to its impact on productivity,
development of society, education, and
economy  through  discovery, transfer,
diffusion, and application of new knowledge.
The relevance of technology to promote
development calls for the need of every country
to either generate its technology or acquire
it from other States (Dos Santos, 2020).
Therefore, International Technology Transfer
is fundamental in sustaining the economic
growth, industrialization, and development
of a transferee country (Cinar et al., 2020).

221




KENYA ECONOMIC REPORT 2024

ENHANCING PRODUCTIVITY FOR SUSTAINED INCLUSIVE GROWTH

Transfer of technology is one of the major
components of technical cooperation (Mallik,
2016). Through the acquisition of knowledge,
experience, equipment, and machinery,
developing countries are likely to accelerate
their socio-economic transformation and overall
development.

Many countries tend to rely on technology
invented abroad (Milner and Solstad, 2021).
Consequently, technology has a political
economy dimension as it plays a significant
role in the distribution of wealth and power.
Since technology is largely controlled by a few
techno-economic powers and multinational
corporations (MNCs), technology transfer has
the potential to be employed as a strategic
instrument by States to advance their national
interests. Unequal access to technology is one
of the obstacles to achieving sustainable and
inclusive development (Pandey et al., 2021).
The inequities in access to technology are
deeply rooted in power asymmetries in the
global economic and political order, which have
shaped unequal development and technology
transfer to developing countries.

The North-South technology transfer paradigm
has traditionally denoted developing countries’
reliance on technology from developed
countries (Raslan, 2021; Urban, 2017).
Historically, the North-South cooperation is
perceived as a broad framework of development
cooperation in the political, economic, social,
cultural, environmental, and technical domains.
However, the relationship has been largely
characterized by power asymmetries in favour
of developed countries. Countries in the Global
South have increased their cooperation for
decades in trade, agriculture, health, education,
communication, research, infrastructure, and
energy to address their common development
challenges (United Nations Environment
Programme, 2020). In various global forums,
South-South Cooperation (SSC) has been
endorsed as a mechanism for capacity
development and technology transfer. Three
pillars of development cooperation include
financial assistance, technical assistance, and

knowledge sharing (Task Team on South-South
Cooperation, 2011).

South-South Cooperation is anchored on
horizontal partnerships based on equity,
trust, mutual benefit, and long-term relations
as an alternative development cooperation.
Further, the key principles of South-South
Cooperation include common endeavour of
people and countries of the South based on
shared experiences, common objectives, and
solidarity; partnerships among ‘equals’ and
free from conditionalities; respect for national
sovereignty, ownership, and priorities as defined
by national development plans and strategies.
South-South Cooperation is informed by
the core principles of the 1955 Bandung
Conference (Asia-Africa Conference); the 1978
Plan of Action for Promoting and Implementing
Technical Cooperation among Developing
Countries (the Bueno Aires Plan of Action); the
2005 Bali Strategic Plan (BSP) on Technology
Support and Capacity Building; the 2009
Nairobi Outcome Document of the High-level
United Nations Conference on South-South
Cooperation; and the 2015 Addis Ababa Action
Agenda of the Third International Conference
on Financing for Development.

South-South Cooperation (SSC) is an important
means of development cooperation and
technology transfer. Traditional development
partners and the United Nations are increasingly
supporting the SSC through triangular
cooperation. Subsequently, South-South and
Triangular Cooperation has emerged as an
important modality for development cooperation
and has been singled out as a vital mechanism
for the implementation of the Agenda 2030 for
sustainable development. Thus, South-South
and Triangular Cooperation play a crucial role
in accelerating human development as it has
increasingly demonstrated its contribution to
the development outcomes through a variety
of flexible cooperation modalities, including
knowledge exchanges, technology transfers,
financing, peer learning, and support, and
seeking common solutions to development
challenges (UNDP, 2016). Through this
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model of international cooperation, Southern
development assistance providers can benefit

from the financial and technical support,
experience, and technical know-how of
multilateral  organizations and traditional

development partners (FAO, 2014). Therefore,
South-South and Triangular Cooperation
is viewed as a pragmatic development
cooperation model for the effective exchange of
knowledge, experience, skills, resources, and
technical know-how for the benefit of emerging
and developing economies.

Leveraging strategic partnerships in unlocking
technology transfer through South-South
Cooperation, and South-South and Triangular
Cooperation will be critical in enhancing
productivity and inclusive growth for healthcare
and vaccine production; adoption of frontier
technologies, textile industry; and infrastructure
development in Kenya. Since 2017, Kenya
has elevated its bilateral relations with the
world’s major economies including China,
the United States, the European Union, and
the United Kingdom to strategic partnerships
level. Moreover, Kenya’s quest for deeper
engagement  with  newly industrialized
countries and other emerging economies from
various world regions demonstrates potential
strategic partnerships. With the deepening of
bilateral relations with pivotal countries in the
emerging multipolar world, it is expected that
strategic partnerships will be entrenched in
Kenya’s multilevel diplomacy involving active
participation from various state institutions
and actors. Similarly, strategic partnership
has been identified as crucial not only for
the promotion of economic cooperation,

international trade, and investment but also
for the realization of the Bottom-up Economic
Transformation Agenda (BETA) objectives. This
chapter explores the significance of strategic
partnership diplomacy in enhancing technology
cooperation through revitalized South-South

Cooperation, and South-South and Triangular
Cooperation models. Specifically, the chapter
delves into how Kenya navigates the emerging
multipolar economic order to attract appropriate
technologies for its economic growth and
development through strategic partnerships
and South-South and Triangular Cooperation
frameworks.

9.2 Reconfiguration of Global Economic
Order

The reconfiguration of the global economic
order represents a pivotal shift in the dynamics
of international trade, finance, and governance.
As geopolitical landscapes evolve, economic
powerhouses realign, and technological
advancements reshape industries; the
traditional structures governing global economic
relations are being challenged and transformed.
This section examines the strategies nations
are employing to navigate this evolving
geopolitical landscape and provides a deeper
understanding of the new economic paradigm
taking shape on a global scale.

9.2.1 Role of BRICS in development
cooperation

The emergence of new and resurgent global
players is increasingly shifting the balance of
power in the world economic order as shown
in Table 9.1. The shift of the economic balance
of power and subsequent restructuring of the
global economic system could be an opportunity
for the Global South to enhance its agency in the
international development cooperation agenda.
The increasing role of emerging economic
powers and newly industrialized economies in
development financing, technical assistance,
and outward Foreign Direct Investment
could expand opportunities for technology
cooperation and knowledge transfer in the
Global South.
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Table 9.1: Major countries, regions, and their shares in aggregate GDP (%), 2005-2022

2005 2010 2015 2020 2022
Advanced economies 52.3 52.3 42.4 42.5 41.7
Emerging markets and developing economies 47.7 47.7 57.6 57.5 58.3
European Union 14.8 14.6 12.0 12.0 12.0
United States 20.1 19.7 15.8 15.9 1585
Japan 6.4 5.8 4.2 4.0 3.8
United Kingdom 3.0 2.9 2.4 2.2 2.3
Canada 1.8 1.8 1.4 1.4 1.4
China 15.4 13.6 17.3 18.3 18.4
India 5.9 5.4 7.0 6.8 7.3
Russia 2.6 3.0 3.3 3.1 2.9
Brazil 2.6 2.9 2.8 2.4 23
South Africa 0.5 0.6

Data source: IMF (Various), World Economic QOutlook

The BRICS (Brazil, Russia, India, China, and
South Africa) have emerged as a potential
force to leverage their collective strengths
to drive global economic growth, innovation,
and adoption of frontier technologies. China’s
aggregate global GDP increased from 15.4

United States’ GDP decreased from 20.1 per
cent in 2005 to 15.5 per cent in 2022. Further,
Japan’s GDP dropped from 6.4 per cent in 2005
to 3.8 per cent in 2022. With new members
including Egypt, Ethiopia, Iran, Saudi Arabia,
and the United Arab Emirates since January

2024, the BRICS+’s influence could make a
significant impact on investment, innovation,
and knowledge and skills sharing.

per cent in 2005 to 18.4 per cent in 2022 as
shown in Figure 9.1. India has also made
modest growth during the same period. The

Figure 9.1: Trend in aggregate global GDP of major economic powers (%), 2005 - 2022
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New institutions of transregional cooperation
and connectivity such as the Belt and Road
Initiative, New Development Bank, Contingent
Reserve Arrangement (CRA), and Asian
Infrastructure Investment Bank are critical in
providing alternative development models
(Duggan et al, 2022). Due to structural
changes in the international system and power
distribution shifts, strategic partnerships have
become a significant feature of international
relations (Michalski,2019). Strategic partnership
denotes privileged bilateral relationships
between states and between States and non-
State actors, to enhance diplomatic dialogue
and solve myriads of development challenges
at bilateral, regional, inter-regional, and global
levels.

The trend of GDP growth for major economic
powers from 2005 to 2022 reflects varying
trajectories. The United States experienced
fluctuations in GDP growth, with periods of
expansion and contraction influenced by
factors such as the global financial crisis of
2008. Japan’s GDP growth showed a more
subdued pattern, characterized by declining
growth rates between 2005 and 2022. The
United Kingdom faced economic challenges,
including the impact of Brexit, which influenced
its GDP growth over the years. China emerged
as a global economic powerhouse, consistently
exhibiting robust GDP growth, and positioning
itself as a key player in the world economy. India
demonstrated significant economic growth,
driven by factors such as demographic trends
and economic reforms. Russia’s GDP growth
was influenced by fluctuations in oil prices and
geopolitical factors impacting its economic
performance. Generally, the major economic
powers showcased diverse growth patterns
influenced by both domestic and global factors
over the review period (Figure 9.1).

The main economic powers across the globe
use strategic partnerships to achieve foreign
policy objectives. Strategic partnerships are
based on a balance of mutual advantages and
commitments, and therefore mutual interests of
partner actors are fundamental (Schmidt, 2010).

Due to its flexibility, strategic partnerships are
largely used by rising powers, middle-sized and
small countries (Boni, 2022). As a foreign policy
tool anchored on diplomatic dialogue, strategic
partnerships engage in mutual learning
and problem-solving that could be crucial
for technology cooperation and knowledge
sharing (Michalski, 2019). Therefore, pragmatic
strategic partnership could be crucial for the
acquisition of requisite technology for enhanced
productivity and inclusive growth in developing
countries.

9.2.2 Significance of frontier technology
for productivity

Frontier  technologies, including digital
and physical technologies, have potential
applications for sustainable development as
their adoption and innovation in production
processes increase overall productivity (United
Nations Economic and Social Commission
for Asia and the Pacific, 2018). Some of the
frontier technologies that have developed in the
last two decades include artificial intelligence,
Internet of Things (loT), big data, blockchain,
5G, 3D printing, drone technology, robotics,
solar PV, biofuel and biomass, wind energy,
green hydrogen, electric vehicles, gene editing
and nanotechnology.

The emergence of frontier technologies
heralds optimism to eliminate hunger and
epidemics, increase life expectancy, reduce
greenhouse emissions, automate repetitive
tasks in factories, improve quality of life, and
create decent jobs (United Nations, 2018).
Frontier technologies have offered promise
to businesses as increased interconnectivity
between machines and computer systems
has fundamentally transformed the capacity
of firms to manage their supply, productivity,
and delivery relations across geographically
dispersed stages of value chains (UNCTAD,
2022). Similarly, frontier technologies have the
potential for governments to transform public
service delivery by using digital technologies
that strengthen public institutions’ capabilities
and empower citizens. Additionally, frontier
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technologies can be deployed for environmental
protection and preservation (United Nations,
2023).

However, frontier technologies are currently
dominated by advanced economies and a few
emerging economies, leading to disparities
in the knowledge landscape (United Nations,
2023). Moreover, several developing countries
still face enormous barriers to tapping into
the opportunities as they have inadequate
investments in infrastructure, skills, and
researchcapabilitiestoacquirethetechnologies.
Frontier technologies risk exacerbating existing
inequalities and creating new ones across the
globe (United Nations, 2021).

The indicators for frontier technology readiness
include information and communication
technology (ICT), skills, research and
development, industrial capacity, and finance.
The Readiness Index highlights areas in which
countries can improve to enable a greater
use, adoption, and adaptation of frontier
technologies (UNCTAD, 2013). The ranking is
dominated by high-income economies while
emerging economies fall in the second tier of
the ranking as shown in Table 9.2. The Frontier
Technologies Readiness Index for selected
countries in 2021 and 2022 reveals a diverse
landscape of technological preparedness.
The United States consistently leads the
rankings, demonstrating high readiness
across ICT, skills, R&D, industry, and finance.
Japan improved slightly, particularly in R&D
readiness, while the United Kingdom showed
fluctuations but maintained strength in skills
and industry. Germany remained solid in

its position, excelling in R&D and industry.
China made significant progress, notably in
ICT and finance readiness, while India also
advanced, particularly in R&D and industry.
Russia remained consistent in the top 30, with
strengths in R&D and industry, while Brazil
maintained stability around the top 40, focusing
on industry readiness. Singapore continued to
excel across all dimensions, positioning itself
among the top countries consistently. These
rankings provide valuable insights into how
countries are positioned to embrace frontier
technologies based on their capabilities in key
areas essential for technological advancement
and innovation.

Countries that are least prepared to use, adopt,
and adapt frontier technologies are largely
from Latin America, the Caribbean, and Sub-
Saharan Africa. High-income economies with
very high index values tend to have advanced
infrastructure, including ICT technologies, a
highly skilled population, developed industry,
and better access to finance. ICT indicator
comprises access and speed of the Internetand
other ICT services and products. Skills indicator
looks at the level of education of the population
in a country. Literacy, numeracy, and digital
skills are necessary for frontier technologies.
Research and Development (R&D) comprises
a number of scientific publications on frontier
technologies and a number of patents filed on
frontier technologies. Industry activity consists
of exports of high technology manufactures,
and exports of digitally deliverable services.
Finally, access to finance refers to domestic
credit to the private sector.

Table 9.2: Frontier Technologies Readiness Index for selected countries, 2021 and 2022

Total score 2022 rank 2021 rank ICT rank Skillrank R&D rank Industry Finance

rank rank

United States 1.00 1 11 18 2 16 2
Japan 0.88 19 18 10 51 7 8 8
United Kingdom 0.89 17 20 12 6 44 12
Germany 0.92 7 9 24 17 5 12 40
China 0.74 85 25 117 93 1 8 4
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India 0.66 46 43 95 109 4 22 75
Russia 0.76 31 27 43 32 13 54 69
Brazil 0.71 40 41 50 59 18 51 57
South Africa 0.61 56 54 71 77 36 67 25
Kenya 0.32 117 105 120 135 83 93 107
Egypt 0.49 83 87 91 66 47 90 119
Singapore 0.96 3 5 7 8 17 4 17
Saudi Arabia 0.65 47 50 46 44 20 119 77

Data source: UNCTAD (2023), Technology and Innovation Report

Despite the overall underperformance of Sub-
Saharan African countries in the global Frontier
Technologies Readiness Index, South Africa,
and Mauritius have made progress on finance
indicators emerging among the top 50 at
positions 25 and 34 globally respectively (Table
9.3). South Africa has also ranked 36 globally
in R&D. Kenya’s best performance are R&D
and industry at positions 83 and 93 globally.
The overall performance across indicators
shows that concerted efforts are critical in
scaling up ICT, Skills, and Finance as well as

ensuring that the ranking of R&D and Industry
improves. Actualization of the BETA pillars and
enablers offers opportunities for tapping into
frontier technologies. Similarly, Africa’s general
performance in the frontier technologies
uptake could also be improved through the
implementation of the AU Agenda 2063, Digital
Transformation Strategy for Africa (2020-2030),
the Policy and Regulatory Initiative for Digital
Africa (PRIDA 2018), AU Data Policy 2022 and
other AU infrastructure-related policies.

Table 9.3: Frontier Technologies Readiness Index for top ten Sub-Saharan African countries,

2021 - 2022

Total 2022 rank 2021 rank ICT rank Skills R&Drank Industry Finance

score rank rank rank
South Africa 0.61 56 54 71 77 36 67 25
Mauritius 0.54 73 77 96 57 82 74 34
Namibia 0.36 104 91 129 111 104 66 53
Botswana 0.35 108 111 109 102 103 128 94
Ghana 0.35 109 103 99 122 81 107 154
Gabon 0.35 111 94 105 98 149 76 148
Cabo Verde 0.33 115 101 97 110 160 153 51
Kenya 0.32 117 105 120 135 83 93 107
Eswatini 0.32 118 107 141 114 124 72 131
Nigeria 0.32 119 124 119 108 68 157 153

Data source: UNCTAD (2023) Technology and Innovation Report

Figure 9.2 demonstrates the relationship
between frontier technology and productive
capacities for developing and developed

countries. The Frontier Technologies Readiness
Index is prepared by the United Nations

Conference on Trade and Development
(UNCTAD) and measures preparedness to
adopt and benefit from frontier technologies,
with indices of one (1) indicating the highest
preparedness to adopt and benefit from the
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technologies. The productive capacities index
is a measure of productivity ranging from 0-100,
with higher scores indicating a more developed
and diversified economy enjoying a strong
foundation for sustainable growth. Figure 9.2

reveals that developing countries have lower
adoption of frontier technologies compared to
developed countries. In terms of productive
capacities, developing countries have lower
productivity compared to developed countries.

Figure 9.2: Frontier technology index against productive capacity for developing and

developed countries, 2008-2021
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Frontier technologies are expected to support
productivity and inclusive development as
they support industrial activity and economic
growth. The diffusion of the technologies from
the developed to the developing countries
is further expected to support inclusive
development in areas such as agriculture,
education, health, manufacturing, business and
finance, insurance, infrastructure development,
environment, and climate action.

The reconfiguration of the global economic
order in which emerging economic powers have
increased their agency in global governance
could be an opportunity for other developing
countries to access technology through
South-South and Triangular Cooperation. Due
to its flexibility and emphasis on economic
cooperation, developing countries could
employ strategic partnerships both at bilateral

and regional levels to harness technology that
could be crucial in their development plans.
Similarly, countries in the Global South that are
still lagging in the use, adoption, and adaptation
of frontier technologies should be proactive
in laying a strong foundation for improving
ICT infrastructure, R&D, skills, industry, and
access to credit through pragmatic policies and
strategies.

9.3 Health and Vaccine Production

In recognition of the gravity of the public
health problems facing developing countries
and LDCs, especially HIV and AIDs, malaria,
tuberculosis, and other epidemics, the Fourth
Ministerial Conference of the WTO adopted
the Doha Declaration on the Trade Related
Aspects of Intellectual Property Rights (TRIPS)
Agreement and Public Health in November
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2001 to reaffirm flexibility of TRIPS in
responding to public health emergencies. The
Doha Declaration affirmed that the Agreement
should be interpreted and implemented in a
manner supportive of WTO members’ right to
protect public health and promote access to
medicines for all (WTO, Ministerial Declaration,
Paragraph 4, 2001).

The magnitude of devastation caused by the
COVID-19 pandemic highlighted the need
to address the tension between the right to
health and Intellectual Property Rights (IPRs)
(Chen, 2021). At the height of the COVID-19
pandemic, access to vaccines and other health
technologies remained highly asymmetric
despite the concerted efforts by national
governments and international institutions to
advance equitable access (Kohler et al., 2022).
Two years after the outbreak of the COVID-19
pandemic, high-income countries had achieved
full vaccine coverage in 70 per cent to 90 per
cent of their population, while only 15.8 per
cent of the population in low-income countries
had received at least a dose of the vaccine.
Despite being home to 17 per cent of the global
population, Africa carries 25 per cent of the
global disease burden (Correa, 2023; Path
et al., 2023). Further, Africa consumes nearly
25 per cent of the globally produced vaccines
but imports 99 per cent and 95 per cent of its
vaccines and medicines, respectively, as shown

in Figure 9.3 (World Health Organization, 2022).
COVID-19 underscores the need to consider
the development of vaccine manufacturing
capacity to safeguard the quality of healthcare
in the continent and responses to current and
future pandemics and disease outbreaks.

Intellectual Property Rights (IPRs) refer to
rules, norms, and regulations that prevent
the unauthorized use of intellectual products
(Kumar, 2023). The protection and enforcement
of IPRs should contribute to the promotion
of technological innovation, and the transfer
and dissemination of technology for the
mutual advantage of producers and users
of technological knowledge, in a manner
that promotes social and economic welfare
and ensures that rights and obligations are
guaranteed. Signatories to the Trade Related
Aspects of Intellectual Property Rights (TRIPS)
Agreement may adopt measures necessary
for the protection of public health and nutrition
and undertake appropriate measures to
prevent the abuse of intellectual property
rights by right holders and practices that might
unreasonably restrain trade or adversely affect
the international technology transfer (Article 8
of TRIPS Agreement). The types of intellectual
property in the Agreement include copyrights
and related rights, trademarks, geographical
indications, industrial designs, patents, and
trade secrets.

Figure 9.3: Share of vaccine volumes by manufacturer WHO region (%), 2023
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While local African vaccine manufacturing
supplies are estimated at 1.0 per cent of the
total continent’s demand, Southeast Asian
region’s local vaccine production is estimated
at 93 per cent (African Union and Africa CDC,
2022). Generally, the African and Eastern

Mediterranean regions tend to be the most
dependent on imports from other regions for
their vaccine supplies. Nonetheless, global
vaccine manufacturing is concentrated in
Southeast Asia.

Table 9.4: Vaccine manufacturing capacity in Africa

Country Vaccine manufacturing Year of establishment Manufacturing stage
facilities
1. | Egypt VACSERA 1881 Fill and finish
Pack and label
Biogeneric Pharma 2005 Research
Minapharm 1958 Research
Fill and finish
2. | Tunisia Institut Pasteur Tunis 1958 Drug substance manufacturing
Fill and finish
3. | Algeria Saidal 1982 Drug substance manufacturing
Import for distribution
4. | Morocco Sensyo Pharmatech 2024 Fill and finish
Institut Pasteur Du Maroc | 1929 Import for distribution
Galenica 1978 Drug substance production
Fill and finish
Pack and label
Sothema 1976 Pharmaceutical manufacturing company
5. | Senegal Institut Pastuer De Dakar | 2009 Drug substance manufacturing
Fill and finish
Pack and label
6. | Nigeria Innovative Biotech Ltd 2005 Research and development
Biovaccines Nigeria 2005 Research
Limited Pack and label
7. | Ethiopia Ethiopian Public Health 1995 Pack and label
Institute Import for distribution
8 Ghana Ghana Health Ministry 2024 Drug substance manufacturing
9. | Kenya Afrigen 2022 Drug substance manufacturing
10. | Uganda Dei Biopharma 2022 Drug substance manufacturing
11. | Rwanda Rwanda Biomedical 2023 Drug substance manufacturing
Centre
12. | Botswana Botswana Baylor 2026 Drug substance manufacturing
Children’s Clinic
13. | South Africa | Aspen 1997 Fill and finish
Biovac 2003 Research and development
Drug substance manufacturing
Fill and finish
Pack and label
Import for distribution

Source: Saied (2022)




LEVERAGING STRATEGIC PARTNERSHIPS IN UNLOCKING TECHNOLOGY TRANSFER

African vaccine manufacturers are in thirteen
(13) African countries with varying degrees
of capacity (Table 9.4). Two major vaccine
manufacturing are drug substance production
or manufacturing and drug product production
(Path et al., 2023). While drug substance
production entails producing active vaccine
components (antigen), drug product production
involves producing the final vaccine product,
including formulation, fill, and finish. Drug
substance production or manufacturing is the
most cost-intensive and technically challenging
stage. Most human vaccine facilities in Africa
engage in fill, finish, pack, and label. Among 13
operational vaccine firms and organizations in
the continent, ten (10) have developed fill and
finish (F&F) capacity, five have drug substance
(DS) production or manufacturing, and three
engage in Research and Development (R&D).

Notably, many African countries have developed
manufacturing capabilities for other biologics
such as veterinary vaccines, monoclonal
antibodies, and sera (Wellcome Trust et al.,
2023). Veterinary vaccines are manufactured in
16 African countries, including Kenya, Tanzania,
Ethiopia, South Africa, Egypt, Zimbabwe,
Malawi, Botswana, Nigeria, Morocco, Senegal,
Democratic Republic of Congo, Niger, Burkina
Faso and Mauritius. Africa could optimize on
synergy between the production of human
vaccines and the production of other biologics.

In response to the immense global inequities in
the COVID-19 vaccine distribution, the African
Union and major stakeholders in the global
health sector launched various initiatives,
including the continental COVID-19 Vaccine
Development and Access Strategy, which are
central in the AU’s call for a new public health
order. The AU also established the African
Medicines Agency with the main objective of
enhancing the capacity of State Parties and
RECs to regulate medical products to improve
access to quality, safe, and efficacious medical
products in Africa (African Union, 2019). The
Partnerships for African Vaccine Manufacturing
(PAVM) framework aims to enable the African
vaccine manufacturing industry to develop,

produce, and supply over 60 per cent of the
total vaccine doses in Africa by 2040 (African
Union and Africa CDC, 2022). The strategy
will be adapted to regional specifics through a
Framework for Action (FFA), which is anchored
on the premise that the continent should
adopt a fully integrated ecosystem to generate
investments that could support all steps of the
vaccine manufacturing supply chain, including
research and development (R&D); drug
substance (DS) production or manufacturing;
and fill and finish (F&F). Successful
implementation of FFA is expected to deliver
multiple benefits to Africa, including sovereign
health security, regional regulatory and trade
policy harmonization, technological expertise,
and economic impact. Africa can deepen
cooperation with other developing countries
including China, India, Brazil, Argentina, and
Cuba that have significant capacity in vaccine
production (Correa, 2023).

The establishment of an mRNA tech transfer
hub in the continent at Afrigen Biologics and
Vaccines in South Africa to support Low and
Middle-Income Countries (LMICs) to produce
their vaccines is central to tech transfer and
technical know-how. In February 2022, six
African countries including Egypt, Kenya,
Nigeria, Senegal, South Africa, and Tunisia
were chosen as recipients of mMRNA technology
by the WHO (2022). The emerging hub and
spoke model is expected to share technology
and technical knowledge for the development
and licensing of mMRNA vaccines with local
firms. The establishment of mRNA hubs is a
critical strategy for present and future health
challenges by ensuring that LMICs get access
to medicines and vaccines.

The reforms for the IPRs regime are necessary
to enable developing economies to develop
their infant industries and for the adoption of
green innovation and growth that are critical
for enhanced productivity in the Gilobal
South. During their meeting in Indonesia in
November 2022, the G20 recognized the need
to strengthen local and regional health product
manufacturing capacities and cooperation
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in addition to sustainable global and regional
research and development networks to facilitate
better access to vaccines, therapeutics,
and diagnostics (VTDs) across the world,
especially in developing countries. The G20
also underscored the importance of technology
transfer and knowledge sharing on voluntary
and mutually agreed terms. Further, the G20
supports the WHO mRNA Vaccine Technology
Transfer and the spokes in all the world’s
regions to share technology and technical
know-how. The role of the G20+ and BRICS+ is
critical for negotiating a pandemic treaty that will
provide an inclusive and equitable framework
and responses to future pandemics while the
AU still collaborates with other G20 members
through North-South Cooperation, South-South
Cooperation, and Triangular Cooperation.

The COVID-19 pandemic was a turning point
for African countries and the African Union in
terms of rethinking better measures to ensure
that public health is protected and improved
through local manufacturing of vaccines and
other diagnostics. It is also important to revisit
TRIPs reforms to unlock technology for low-
income and least-developed countries. This will
need concerted efforts from the World Health
Organization, United Nations agencies, G7,
G20, and other stakeholders to support health

ecosystems in developing countries through
international  cooperation, solidarity, and
strategic partnerships at various levels.

9.4 Textile Industry and Clothing Sector
Asian countries are major players in the global
textile and clothing industry. China, Bangladesh,
Vietnam, and India are strategically positioned
in the apparel global supply chains, whereas
the largest apparel consumer markets are
largely concentrated in Europe, North America,
and other high-income countries such as Japan
(Whitfield and Triki, 2023; Ayoki, 2017). China’s
ascension to the World Trade Organization
(WTO), and various preferential trade
agreements saw the shift to the geography
of textile production as Asia emerged as the
main source of textile and clothing exports
(Fernandez-Stark et al., 2022). Moreover, the
1995 phasing out of the Multifibre Arrangement
(MFA) that imposed quotas on the amount
of clothing and textiles developing countries
could export to developed economies opened
opportunities for countries in the Global South
including China, Bangladesh and Vietnam to
expand their respective textile and apparel
industries.

Figure 9.4: Values of exports of apparel and

clothing, 2013-2022 (US dollar in thousands), 2013-2022
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China’s predominance in the textile and
apparel sector is visible between 2013 and
2022 as shown in Figure 9.4. This could largely
be attributed to low-cost labour, economies

of scale, and strong logistical services. China
and other Asian countries such as India,
Bangladesh, and Vietnam might have also
benefitted from the phase-out of the quotas.

Table 9.5: Africa’s top exporters of apparel and clothing, US dollar million, 2013-2022

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Global 207,727 | 232,521 | 217,985 | 215,729 | 224,340 | 235,397 | 234,082 | 206,256 | 233,767 | 255,767
Morocco 2,261 | 2,401 2,060 | 2,238 2401| 2533 2,424 1,91 2,518 2,726
Tunisia 2,037 | 2,010 1,552 | 1,580| 1,610| 1,808 1,709 1,454 1,668 2,726
Egypt 867 781 865 889 989 106 1,100 891 1,264 1,658
Madagascar 190 243 192 239 291 268 268 266 266 301
Kenya 140 201 183 206 190 218 231 198 231 225
South Africa 229 217 204 186 195 198 198 166 219 203
Mauritius 327 361 350 322 299 318 282 201 179 195
Eswatini 76 97 95 105 133 151 157 117 149 157
Lesotho 62 107 93 159 178 151 128 149 167 150
Ethiopia 10 11 25 20 27 51 85 48 62 49
Data source: International Trade Centre (2023)

Africa’s major apparel and clothing exports Second-hand clothing (SHC) is growing

are from Morocco, Tunisia, and Egypt (Table
9.5). Despite being recognized as a critical
economic pillar for Africa’s industrialization,
the textile industry has stagnated in several
countries since the early 1980s (Brooks and
Simon, 2012). The current structural trends in
the global value chains of the textile industry
present an opportunity for Africa to rebuild its
textile industry as sustainability, circularity,
and climate crisis become critical in the
production processes (Whitfield and Triki,
2023). Understanding the trends in the global
textile and apparel industry is crucial for Africa
to explore new opportunities that support the
sector’s growth.

in response to the increasing demand for
affordable clothing products (Dissanayake
and Pal, 2023). The phenomenon of SHC and
its supply chain is highly globalized, diverse,
complex, fragmented, and it is not limited to
North-South relationship due to the spread of
the trade across various geographic regions in
the world (Hernandez, 2019; Dissanayake and
Pal, 2023). While historically major exporters
of SHC were in the Global North, there is an
increasing trend in which countries in the
Global South are emerging as major exporters,
especially from Asia. For instance, China’s
SHC exports have increased significantly in
the past decade. Other top exporters from the
Global South are from Asia and include India,
Pakistan, and Vietnam as shown in Table 9.6.
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Table 9.6: Top ten world’s exporters of second-hand clothing (US dollar million), 2013-2022

Global 62,481 | 66,518 | 61,098 | 60,498 | 63,421 | 66,830 | 66,833 | 122,932 | 91,558 | 85,211
China 26,825 | 28,472 | 26,954 | 25,724 | 26,469 | 27,848 | 27,890 | 75,584 | 41,857 | 37,667
India 4,712 4,613 | 4,616 4,564 4,962 | 5,240 5,163 4,771 6,677 6,020
Pakistan 3,685 3,906 | 3,759 3,803 3,961 | 4,076 4,070 4,277 | 5,515 5,638
Germany 2,835 3,083 | 2,772 2,823 2,803 | 3,134 3,091 4,193 | 4,080 3,505
Turkiye 2,462 2,530 1,899 1,954 2,016 | 2,052 1,815 3,188 | 2,038 2,771
us 2,166 2,226 | 2,182 2,001 2,138 | 2,179 2,227 2,458 | 2,892 2,939
Vietnam 1,172 1,302 1,370 1,359 1,449 | 1,579 1,815 3,188 | 2,038 2,086

UK 1,142 1,146 1,034 1,009 1,048 [ 1,112 1,087 1,098 948 883
Netherlands 1,108 1,231 1,031 1,120 1,120 | 1,279 1,329 1,729 | 1,916 1,652
Belgium 1,023 1,084 968 1,010 1,028 | 1,083 1,045 1,345 | 1,246 1,152

Data source: International Trade Centre (2023)

In 2022, the major importers of second-hand
clothing were Pakistan, Guatemala, United Arab
Emirates (UAE), Kenya, Ghana, Democratic

Republic of Congo (DRC), Ukraine, India,
United Kingdom (UK), India and Tanzania.

Table 9.7: Major importers of second-hand clothing (US dollar million), 2013-2022

Pakistan 159 182 209 239 240 284 230 204 402 422
Guatemala 64 65 97 98 107 107 121 98 157 209
UAE 21 36 15 15 58 76 100 81 110 176
Kenya 96 100 103 126 126 167 173 114 172 169
Ghana 72 65 79 80 85 90 72 183 214 164
DRC 109 94 100 113 117 81 128 141
Ukraine 128 104 97 127 154 154 183 158 176 133
India 121 122 113 87 99 93 98 72 81 109
UK 28 29 20 11 61 75 72 54 76 108
Tanzania 61 74 62 61 47 81 106 106 105 108

Data source: International Trade Centre

The growth of the SHC sector in the past three
decades reflects the demand for SHC among
Kenyan households (Institute of Economic
Affairs, 2021). Globally, Kenya was among
the top ten importing countries for the SHC
between 2013 and 2022, as shown in Table
9.7. The value of Kenya’s second-hand clothing
steadily rose from US$ 96 million to US$ 173

million in 2019, slowing down to US$114 million
and increasing to US$ 172 million in 2021.
However, Kenya’s SHC imports experienced a
slight drop in 2022. Nonetheless, it is notable
that the SHC sector contributed Ksh 1 billion in
revenue to the government through import tax
(Institute of Economic Affairs, 2021).
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Currently, there are no ‘international’
instruments guiding the SHC trade. States
tend to rely on bilateral agreements on the
governance and management of the SHC
sector. In an asymmetric bilateral or bi-
multilateral relationship, the powerful State
is likely to impose its will on other partner(s),
despite the laid down procedures in the
bilateral agreement. The reaction of the United
States on the planned three-year phase-out of
SHC imports by the East African Community
(EAC) partner States in 2016 illustrated how
asymmetric  partnership could adversely
affect development policy choices of regional
economic communities (RECs) in Africa. While
the EAC Heads of States’ directive in March
2016 was aimed at arresting the decline of
indigenous textile and clothing (T&C) industry
by exercising their collective agency through
the implementation of a coordinated trade and
industrial strategy, the Secondary Material
and Recycled Textiles (SMART) industry filed
a petition with the Office of the United States
Trade Representative (USTR) demanding the
withdrawal of the EAC’s eligibility for the AGOA
preference scheme (O’Reilly and Heron, 2022).

The second-hand clothes in Kenya and the
wider EAC region are deemed to be cheaper
and of better quality in some circumstances
than new clothing, hence the increasing
demand (Katende-Magezi, 2017). In Kenya,
over two million people are engaged in the SHC
sub-sector, which covers handling, alterations,
refinements, and distribution (Institute of
Economic Affairs, 2021). While the availability
of second-hand clothes offers households a
wide range of choice of products, technology
transfer is yet to be established as the clothes
are largely imported as finished goods.

Africa’s textile and apparel industry has

faced numerous challenges in the past three
decades, as Asian countries especially China,
Bangladesh, India, and Vietham emerge as
the main exporters of textile products. During
the same period, the African market has
been targeted by exporters of second-hand
clothing and other merchandise. The trend has

increasingly suffocated the infant textile industry
in Africa. Despite intervention measures to
revitalize the textile industry, African countries
are yet to have a breakthrough like their Asian
counterparts. With the emergence of trends
that are beginning to focus on sustainable
textile development, African countries could
explore opportunities that might enable them
to modernize the textile sector by adopting
affordable technologies that can be effective
from the production of fibre to the manufacturing
of apparel.

9.5 Infrastructure Development: Belt and
Road Initiative

Infrastructure sectors’ technical performance
has been inadequate in developing countries
due to State monopolies, weak regulatory
framework, and poor maintenance. Moreover,
investment in the infrastructure sectors has
been a challenge due to several factors,
including a need for huge investment, large
land acquisition, government regulation, weak
institutions, and State fragility and instabilities,
hence increasing investment risks (Jiaoe et
al., 2021). To respond to the poor performance
of technology transfer in the infrastructure
sector, developing countries are increasingly
implementing and restructuring regulatory
reforms. Kenya aims at cost-effective, world-
class infrastructure facilities and services,
as infrastructure is critical in facilitating and
accelerating  socio-economic  development
in the country (Republic of Kenya, 2007;
2018). Similarly, infrastructure is a crucial
enabler for the realization of the objectives of
the government’s Bottom-up Economic and
Transformation Agenda.

China’s Belt and Road Initiative (BRI) aims to
promote the connectivity of Asia, Europe, and
Africa and their adjacent seas, to establish
and strengthen partnerships among countries
along the Belt and Road (The State Council,
2015). In addition, the BRI had stretched
to Latin America and other regions, with
more than 150 countries and more than 30
international organizations having signed the
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Belt and Road cooperation with China by 2023
(Chair’s Statement, 2023). The BRI is critical in
transforming the construction industry and built
environment in Africa (Shukra et al., 2021).
Two main components of the BRI are the New
Silk Road Economic Belt and the 21t Century
Maritime Silk Road (Irandu and Owilla, 2020).

The BRI has five major routes, namely: the
Silk Road Economic Belt, which comprises
Northwest China and Northeast China to Europe
and the Baltic Sea through Central Asia and
Russia; Northwest China to the Persian Gulf
and the Mediterranean Sea passing through
Central Asia and West Asia; and Southwest
China through the Indochina Peninsula to
the Indian Ocean. The 21%t Century Maritime
Silk Road comprises two routes, namely from
coastal ports of China crossing the South
China Sea, passing through the Malacca Strait
and reaching the Indian Ocean, eastern African
coast, extending to Europe; and from coastal
ports of China, crossing the South China Sea
and extending to the South Pacific (People’s
Republic of China, 2017).

The third component of the BRI is the Digital
Silk Road, which includes digital technological
development, the development of digital
standards, and the expansion of the digital
infrastructure. China has signed bilateral
agreements for digital cooperation and
infrastructural development, with approximately
40 countries by early 2024 (Patil and Gupta,
2024). The BRI aims to build infrastructure such
as roads, railways, ports, and power plants to
increase connectivity between Asia, Africa, and
Europe and their adjacent seas (Zhang, 2018).
From a geopolitical and strategic perspective,
the BRI enables China to consolidate economic
and diplomatic relations with the participating
countries and diversify China’simports of energy
and other resources through economic corridors

(Dollar, 2019). By January 2024, there were
over 150 countries and over 30 international
organizations participating in the BRI. Almost
all African countries have signed MoUs with
China on BRI. Kenya is a key partner in the BRI
as its ports and other transport infrastructure
are crucial BRI linkages to landlocked countries
in the region (Komakech and Ombati, 2023).
Kenya and China signed a BRI Memorandum
of Understanding on the sidelines of the
Forum on China-Africa Cooperation (FOCAC)
summit held in September 2018 in Beijing,
China. Similarly, Kenya’s top leadership has
participated in the Belt and Road forums in
2017, 2019, and 2023.

Since it was launched in 2013, the BRI has
witnessed concrete and steady achievements
in infrastructure building, trade, and investment
promotion, joint construction of industrial parks
and free trade zones, financial cooperation, and
cultural exchange that are expected to benefit
both China and participating countries (Zhang,
2018). The Government of Kenya undertook
various measures, including an overhaul of the
institutional and policy framework related to the
railway transport system, and land appropriation
to ensure the SGR’s completion (Jiaoe et al.,
2021). A large-scale infrastructure investment
such as the Standard Gauge Railway (SGR)
is highly dependent on the specific institutional
and cultural environment of the transferor
state (China) and, therefore, a comprehensive
consideration of technology, institution, and
culture of both transferor and transferee (Kenya)
is key in technology transfer. Customization and
modification are key in ensuring that technology
transfer fits within the internal cultural structure
of the transferee country. In other words,
considering the intimate knowledge of local
cultural systems and factors is important for the
effective adoption of technologies from other
countries.
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Figure 9.5: Chinese investments in the Belt and Road countries, 2013-2022, US dollar
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Data source: China’s Belt and Road Portal (various reports)

The five pillars of BRI are: policy coordination,
facilities connectivity, unimpeded trade, financial
integration, and people-to-people bonds as
articulated in the document Vision and Actions
of Jointly Building Silk Road Economic Belt and
21t Century Maritime Silk Road (The State
Council, 2015). Cooperation in science and
technology entails the establishment of joint
laboratories/research centres, international
technology transfer centres and maritime
cooperation centres; promotion of science-
tech personnel exchange, cooperation in
tackling key science-tech problem and working
together to improve science-tech innovation
capabilities. To enhance cooperation in
science and technology under the BRI, China
has established China-ASEAN Mariculture
Technology Joint Research and Promotion
Centre, China-South Asia Technology Transfer
Centre and China-Arab Nations Technology
Transfer Centre (People’s Republic of China,
2017).

China’s collaboration with African countries
in technology transfer has been critical in

promoting technological development and
advancement in Africa. Through initiatives such
as the China-Africa Science and Technology
Partnership Plan (CASTPP) and the China-
Africa Renewable Energy Cooperation, China
has provided funding and technical support for
various projectsinAfrican countries. Launchedin
2009, the CASTPP aims to promote technology
transfer and collaboration between China and
African countries. The strategy intends to
strengthen Africa’s technological capability
and promote sustainable development across
several industries, including infrastructure,
agriculture, and health.

Due to the greater difference between China
and Kenya regarding technology foundations,
political systems, and cultural environments,

technology transfer could be realized
through technology localization, institutional
improvements, and cultural integration.

Technology adoption and re-invention is central
to technology transfer and spill-over (Shukra
et al.,, 2021). The SGR largely contributed
to technology transfer to unskilled labourers
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through learning by doing (Wissenback and
Wang (2017). The concept of technology
localization and cultural integration is like
customization and translative adaptation that
has been championed by Kaizen methodologies
in which the transferor country is supposed
to understand the indigenous values and
proactively accept views and proposals by
the transferee country (Jin and Ohno, 2022).
Technology transfer under development
cooperation tends to be organized under
the asymmetric power balance between the
transferor (outsider) and transferee (insider).
As a result, the transferee might be hesitant
to propose alternative models despite having
intimate knowledge of the local cultural systems.
It is, therefore, imperative that both sides
should pay attention to the value structure and
institutions of the recipient country to ensure
successful technology transfer.

Infrastructure development and connectivity
have emerged as key enablers for economic
growth and enhancing productivity. Kenya’s
Vision 2030, medium-term plans, and the
Bottom-up Economic and Transformation
Agenda have identified infrastructure as a
key facilitator for accelerating socio-economic
growth and development. Since its launch
in 2013, China’s Belt and Road Initiative has
increasingly played a major role in connecting
regions and continents through comprehensive
infrastructure investment and development.
Kenya is a pivotal state in the region due to its
location as a littoral state of the Indian Ocean.
Through collaboration and cooperation with

regional countries and development partners,
Kenya could explore how to tap into available
technology that can enhance the country’s
physical and digital infrastructure. Similarly,
the government should invest in institutions
and programmes such as the Kenya Industrial
Research and Development Institute (KIRDI),
Kenya Industrial Property Institute (KIPI),
Kenya National Innovation Agency (KENIA),
Technology Transfer and Extension Services
(TTES), Technology and Innovation Support
Centres (TISCs) to play a major role in
technology and innovation development
and transfers. Their active participation in
infrastructure development could be crucial in
integrating transferred technologies from other
countries with relevantindigenous technologies.

9.6 International higher education and
technology transfer
a. Inbound international students

Since the beginning of the 21 century,
international student mobility has experienced
a three-fold increase as more students pursue
higher education outside their home countries
as shown in Table 9.8. Alternative destinations
have also emerged in other world regions (Glass
and Cruz, 2022). While Northern America and
Western Europe are still a major destination for
many international students, other countries
especially in East Asia, and Central and Eastern
Europe are increasingly positioning themselves
as new education hubs for overseas higher
education (Bhandari, et al 2018).

Table 9.8: Inbound International Students, 2000-2021

2000 2005 2010 2015 2020 2021
World 2,106,938 | 2,798,376 | 3,801,061 4,811,182 6,376,355 6,387,487
Arab states 156,637 231,751 330,207 469,527 496,040
Central and Eastern Europe 145,725 222,228 348,198 566,577 822,948 891,228
Central Asia 27,568 42,717 43,869 40,103 108,807 136,305
East Asia and Pacific 297,878 460,727 736,285 920,306 1,327,318 1,248,024
Latin America and Caribbean 58,561 95,721 160,319 170,106 269,538 280,405
Elorth America and Western 1,330,276 1,703,097 2,110,212 | 2,555,088 3,135,036 3,092,122

urope
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South and West Asia 9,711 14,908 30,248 59,150 77,703 76,383
Sub-Saharan Africa - 102,338 140,176 169,642 165,475 166,977
Small Island developing - 85,073 115,837 101,683 106,329 111,316
countries

Data source: UNESCO Institute of Statistics

The proportion of international students
pursuing studies in Northern America and
Western Europe has steadily reduced from
63.13 per cent in 2000 to 48.4 per cent in 2021
(Table 9.8). On the other hand, the proportion
of international students studying in East Asia
and Pacific, and Central and Eastern Europe
regions have progressively increased from
14.13 and 6.91 per cent in 2000 to 19.53 and
13.95 per centin 2021, respectively. Further, the
share of international students seeking tertiary
education in the Arab states has made modest
progress from 5.59 per cent in 2005 to 7.76 per
cent in 2021. Latin America and the Caribbean
region have also experienced a modest growth
from 2.77 per cent in 2000 to 4.38 per cent in

b. Outbound international students

The origin of mobile students is also important
in understanding the dynamics of international
higher education and the factors that determine
the choice of their destinations. In 2000,
North America and Western Europe, East
Asia (23.24%), and Pacific regions (23.03%)
had almost the same numbers of outbound
international students (Table 9.9). Two decades
later, East Asia and Pacific has emerged as a
leading region for outbound students accounting
for 24.42 per cent of the world’s international
students. The share of outbound students from
Arab states and South and West Asia regions
has increased significantly between 2000 and

2021.

2021.

Table 9.9: Outbound international students, 2000-2021

2000 2005 2010 2015 2020 2021

World 2,106,938 2,798,376 3,801,061 4,811,182 6,376,355 | 6,387,487
Arab states 176,193 216,260 292,184 440,810 564,767 588,648
(8.36%) (7.72%) (7.68%) (9.16%) (8.85%) (9.21%)

Central and Eastern Europe 205,704 273,146 390,598 441,708 453,610 473,913
(9.76%) (9.76%) (10.27%) (9.18%) (7.11%) (7.41%)

Central Asia 58,161 81,532 131,283 248,742 362,504 391,169
(2.76%) (2.91%) ((8.45%) (5.17%) (5.68%) (6.12%)

East Asia and Pacific 485,257 745,855 1,047,347 1,296,484 1,670,861 1,560,368
(23.03%) (26.65%) (27.55%) (26.94%) (26.20%) (24.42%)

Latin America and Caribbean 128,953 187,855 260,357 290,373 410,755 408,018
(6.12%) (6.71%) (6.84%) (6.03%) (9.38%) (6.38%)

North America and Western 489,753 488,613 577,818 692,846 836,281 827,444
Europe (23.24%) (17.46%) (15.20%) (14.40%) (13.11%) |  (12.95%)
South and West Asia 129,521 235,649 355,299 501,342 867,220 862,976
(6.14%) (8.42%) (9.34%) (10.42%) (13.60%) (13.51%)

Sub-Saharan Africa 184,590 251,466 309,393 370,879 416,343 441,537
(8.76%) (8.98%) (8.13%) (7.70%) (6.52%) (6.91%)

Small Island developing 73,198 87,697 98,962 99,036 110,228 108,507
countries (3.37%) (3.13%) (2.60%) (2.05%) (1.72%) (1.69%)

Data source: UNESCO Institute of Statistics
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Factors that have contributed to the
diversification of student mobility destinations
include the global financial recession in
2008/09; tight visa restrictions and stringent
immigration policies; the rise of Asian economic
powerhouses; the establishment of strategic
education hubs across several countries; the
introduction of English-taught programmes in
other countries (Kirloskar and Inamdar, 2021).
The appeal of alternative destinations for
international education is also strengthened
by their cultural, linguistic, and geographic
proximity as well as the growing number of
internationally ranked universities found in
other world regions (Glass and Cruz, 2022).
This has led to the growth of regional mobility
as several countries invest capital in education
infrastructure to establish themselves as the
destination for international students. While
traditional Western countries remain a top
destination for international education, the
emerging trend in the past two decades of the
21 century shows that their relative influence
could be on the decline with the rise of planned
and emerging international education hubs in
Asia, Eastern Europe, and the Gulf (Cui et al.,
2022; Glass and Cruz, 2022).

Geopolitics of knowledge production provides
insights into transnational flows of knowledge
in a multidirectional process as an agency
in knowledge and technology disperses to
other political geographies (Wang and Zhang,
2020). Increasingly, the world is experiencing a
dynamic power shift in global research as non-
Western knowledge systems and science are
getting recognized (Shen et al., 2022). Students
and faculty engaged in cross-border mobility
are steadily described as knowledge agents
who have the agency to acquire, circulate,
and produce knowledge and can navigate
through knowledge networks and geopolitics of
knowledge.

With knowledge/education hubs emerging in
other world’s regions, international mobility’s
agency could be critical in facilitating not only
knowledge and technology transfer but also
knowledge circulation. To overcome challenges

of knowledge transfers across borders,
governments in developing countries should
consider facilitating international academic
mobility through targeted policies and strategies
that benefit countries of origin of outbound
mobile students. The emerging multipolar
geography of international student mobility
could be an opportunity for knowledge sharing
and technology cooperation in the students’
home countries.

9.7 Key Messages and Policy
Recommendations

9.7.1 Key messages

1. The emergence of major economic
powers especially from the East has
contributed to the reconfiguration of
the global economic order as agency
of countries in the Global South
increase through the BRICS alliance.
The revitalization of South-South and
Triangular Cooperation in the past two
decades has led to increased trade,
investment, and cooperation in several
sectors including energy, agriculture,
health, climate action, and renewed
development  cooperation = among
developing countries. Increasingly,
countries are adopting strategic
partnership frameworksfortheirbilateral,
trilateral, and multilateral relationships.
The dynamics of emerging global
governance could offer opportunities for
new forms of cooperation in technology
acquisition, innovation, and knowledge
sharing.

2. The growth of frontier technologies in
the last two decades is an important

milestone in technological invention
and advancement. However, the
use, adoption, and adaptation of

these technologies are concentrated
largely in high-income countries and
some advanced emerging countries.
Nonetheless, frontier technologies

could offer a window of opportunities
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for developing countries to leapfrog
to sustainable development and
acceleration of industrial growth if
countries that lack new technologies
strategically  invest in  capacity
development and develop appropriate
policies and strategies.

Reliable and effective healthcare
systems with adequate healthcare
personnel, infrastructure, and local
manufacturing of vaccines and other
biologics are crucial for public health. The
outbreak of the COVID-19 pandemic in
2020 was a turning point for developing
countries to prioritize the development
of sustainable healthcare ecosystems.
The current political economy of the
TRIPS regime and the corporate power
of global pharmaceuticals call for
international cooperation in reforming
institutions that might undermine public
health and human welfare across the
globe, especially from less developed
countries.

The textile sector not only plays an
important role in industrialization but
also contributes to job creation and
poverty reduction. However, the sector
has stagnated in the past three decades
due to inadequate policies and neglect.
Increasingly, new trends in the textile
and apparel industry are progressively
focusing on  sustainable textile
development. A better understanding of
dynamism in the sector could be critical
for African countries in their plans for
reviving the textile industry. The revival
of the sector should be a priority in the
country’s external engagement as the
acquisition of appropriate technology
and innovation cooperation are key for
future growth and progress in the sector.

Infrastructure is a key enabler for
accelerating socio-economic growth
and development. The launch of China’s
Belt and Road Initiative has offered

opportunities for countries that have
sighed MoUs with China to participate in
the Initiative. Nonetheless, technology
transfer has been minimal in mega
infrastructure  development projects
such as the Standard Gauge Railway.
Successful infrastructure development
cooperation could require the input of
professionals in negotiations to ensure
measures to attract technology and
skills for the locals.

International academic mobility has
the potential for technology transfer,
knowledge circulation, and skills
development that could benefit the
country of origin of international students
and academics. Through targeted
policies and strategies, Kenya could
benefit from its diaspora’s expertise,
skills, and technical know-how. There is
a need to consider incentives that might
enable citizens abroad to contribute
to the country’s development through
knowledge remittances.

9.7.2 Policy recommendations

1.

To benefit from the emerging multipolar
world, strengthen strategic partnerships
with  both  emerging economies
and developed economies through
enhanced bilateral cooperation, South-
South Cooperation, and Triangular
Cooperation: This may involve rethinking
diplomatic tools of engagement to
target critical technologies for the digital
economy and overall inclusive growth
and development. Establish South-
South and Triangular frameworks to
enable the country to benefit from new
global governance.

To harness frontier technologies, and
improve policy environment that suits
the use, adoption, and adaptation of the
new technologies. This might involve
policy and institutional reforms to support
public-private partnerships and improve
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the business environment that will
attract investors of frontier technologies
to the domestic market. Other reforms
should target the development of digital
infrastructure, improvement of skills at
all levels of education, and enhancing
financial inclusion to improve domestic
credit availability.

Optimize on the opportunity offered
through the nomination of Kenya as
one of the six African countries to
benefit from mNRA technology by
investing in technological absorptive
capabilities and policy frameworks
that could accelerate local vaccine
manufacturing and other therapeutics
within the country. Further, consolidate
and implement the AU-led reforms and
initiatives to strengthen national and
regional healthcare systems.

To revive the textile industry, there
is a need to strengthen the capacity
development of farmers who are key in
the production of raw materials such as
cotton, wool, and other forms of fibres.
Through strategic partnerships, conduct
an elaborate survey and benchmarking
in selected Asian countries and in African

countries that have made progress in
the textile industry. In addition, invest
in new and affordable technology, new
machines, and policy reforms that will
enable two levels of government and the
private sector to establish a sustainable
textile industry.

To optimize benefits from BRI and other
infrastructure development supported
by other development partners, the
government needs to ensure that state
negotiators understand the implications
of such infrastructure development
cooperation for Kenya’s national
interests. There is a need to involve
engineers and other professionals
in the negotiations of infrastructure
development projects to ensure that
every strategic partnership enhances
technology cooperation and transfer.

To benefit from international academic
mobility, documentation of students
and faculty abroad might be crucial for
planning purposes. Targeted policies
and strategies are critical in tapping their
skills and knowledge for the betterment
of the country.




CHAPTER
ENHANCING PRODUCTIVITY
IN THE PUBLIC SERVICE 1 O

The introduction of a devolved system of government in 2013 significantly
transformed the country’s public service, leading to adjustments in
employment practices as functions were decentralized to the county level.
Despite this, freezes in public service recruitment and disruptions from the
COVID-19 pandemic disrupted labour dynamics. Variations among counties
underscore the importance of strategic policies, infrastructure, human
capital investments, and governance reforms in stimulating productivity and
economic growth. While there has been an increase in national productivity,
disparities persist across counties, necessitating targeted interventions
in technology access, personnel quality, infrastructure, and governance.
Enhancing public service delivery requires a holistic approach involving
capacity building, performance management contracting, technology
integration, and oversight body establishment. Challenges in budgetary and
financial management, including revenue target shortfalls and low allocations
to wages and salaries, operational and maintenance spending and capital
expenditure, and increased pending bills affect public service quality.
Public satisfaction hinges on creating a conducive business environment,
promoting national values, and upholding good governance practices. There
is a need for a coordinated and strategic approach to capacity building and
human resource management across all government levels. This includes
the development of standardized training programmes, streamlining
recruitment processes, offering competitive salaries, and implementing
performance management systems. Targeted interventions focusing on
technology access, personnel quality, infrastructure development, and
governance practices are recommended to enhance productivity. In
addition, a comprehensive approach to public service delivery should involve
expanding training programmes, leveraging technology for digitization and
automation, and promoting citizen engagement. Strengthening budgetary
and financial management practices is crucial, including improving revenue
collection strategies, enhancing budget execution, and addressing pending
bills. Creating an enabling environment for businesses, promoting national
values, and upholding good governance practices are also crucial in
improving public satisfaction and enhancing productivity.

10.1 Introduction entails efficient use of public funds, increased
citizen satisfaction, public trust, accountability,

nhancing productivity in public service cost reduction, and value for money (World
delivery is crucial in producing Bank, 2021). The focus on productivity aligns
environmentally  sustainable, high-  with the national goals outlined in Kenya Vision

quality, and cost-effective goods and 2030, the Constitution (2010), and the Bottom-
services. Productivity in the public sector up Economic Transformation Agenda (BETA),
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emphasizing the importance of progressive
enhancement of public service efficiency.

The government has undertaken various
interventions to enhance productivity in public
service since independence. This includes
initiatives outlined in the initial National
Development Plan (1964-1970), Wage
Guidelines (1973-2005), Sessional Paper No.
1 of 1986 on Renewed Economic Growth,
National Development Plan (1997-2001),
Economic Recovery Strategy for Wealth and
Employment Creation (2003-2007) and Kenya
Vision 2030. Some of these initiatives include
training and capacity building through the Kenya
School of Government and other relevant
agencies, technology and ICT infrastructure
development, performance = management
contracting, transparency and accountability,
and the establishment of huduma centres.
These initiatives were aimed to create an
environment that fosters productivity, efficiency,
and effectiveness in the public service,
ultimately benefiting both employees and the
citizens they serve.

Additionally, in 2018, the government launched
a Framework for Recognising Productivity
and Performance in the Public Service.
The Framework is a comprehensive guide
to improve productivity in the public sector
by linking financial rewards to measurable
productivity and performance, stakeholder
engagement and collaboration, alignment with
national development goals, and recognition
as a driver of productivity. By incentivizing
employees to enhance their productivity and
performance, aligning with national objectives,
and emphasizing the role of recognition in
driving performance, the framework represents
a shift towards a more comprehensive and
collaborative approach to improving productivity
in the public sector.

Despite past interventions to boost productivity,
labour productivity was low at 2.01 in 2022
compared to the standard benchmark
productivity index of at least five (5) for global
competitiveness. This implies that the level

of competitiveness is low. For instance, in
2019, Kenya held the 95th position out of 140
countries in global competitiveness. In terms of
governance effectiveness, Kenya’s estimates
have ranged from approximately -0.3 to -0.54
from 2012 to 2022, falling within the lower
range of the governance performance scale
of -2.5 (weak) to 2.5 (strong). Furthermore,
performance on Transparency International’s
Corruption Perceptions Index (CPl) has
consistently remained low over the past two
decades, with the country ranking 123 out of
180 countries in the 2022 report.

While progress has been made in areas such
as Ease of Doing Business with the score rising
from 56.0 per cent in 2012 to 73.2 per cent in
2020, there is still work to be done to meet global
competitiveness standards. Thus, by focusing
on productivity enhancement strategies and
aligning with national development goals, the
country can work towards a more efficient,
productive, and effective public service that
benefits both employees and citizens.

10.2 Performance of the Public Service

Delivery of public service involves a broad field
of activities and functions aimed at providing
essential services to the public, key among
them healthcare, education, infrastructure,
social services, and administrative functions
at both national and county levels. This
encompasses ensuring access to quality
services for all citizens, promoting transparency
and accountability in governance, implementing
effective policies and programmes to address
societal needs, and upholding integrity and
ethical standards in public institutions.

Public service in Kenya is structured through
governmental activities typically managed by
public administration. This includes creating and
interpreting laws, implementing programmes,
national defense, public order and safety,
immigration services, foreign affairs, and

compulsory social security activities (UN(ISIC),
2008). As such, public administration plays
a vital role in the effective functioning of




government institutions and the delivery of
public services, in ensuring the wellbeing of
society. Therefore, public administration is
used as a proxy for measuring productivity in
public service.

(a) Public administration growth and
contribution to GDP

The growth of national and county public
administration contribution to GDP peaked
in 2015 at 12.5 per cent and 25.9 per cent
respectively (Figure 10.1). This reflects a
bounce from the significant decline in 2013,
which followed the introduction of the devolved
system of government. The growth path was
disrupted by the heightened political risk in 2017
and the COVID-19 pandemic in 2020. As such,
since 2019, growth in public administration
has been on a decline both at the national

ENHANCING PRODUCTIVITY IN THE PUBLIC SERVICE

and county levels. For the counties, the public
administration growth rate averaged 13.7 in
2013- 2017 compared to 8.7 in 2018-2022.

The contribution of public administration to GDP,
both nationally and at the county level, has been
relatively stable. In the period before devolution
(2008-2012), in the first medium-term plan
(MTP 1), public administration contributed 5.8
per cent to GDP. The contribution decreased
to 5.2 per cent with the second medium-term
plan (MTP Il) and increased to 5.9 per cent in
the third medium-term plan (MTP Ill). For the
counties, the public administration contribution
to GCP averaged 5.8 per cent across all the
counties in both the first and second generation
of county governments. Important to note is that
the contributions were susceptible to political
risks, the COVID-19 pandemic, and weather
shocks.

Figure 10.1: Public administration growth rate and contribution to GDP/GVA (%), national

and county, 2012-2022
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Experience varied across the counties on the
contribution of public administration to GCP
(Figure 10.2). Among the counties thatimproved
included Kitui, Machakos, Turkana, and Lamu
possibly due to strategic policy implementations,
investments in infrastructure and human
capital, and governance reforms. These efforts
boosted productivity and economic output in
these regions. Counties with cities such as
Nairobi, Mombasa, and Nakuru experienced a

decline. Counties with larger populations and
urban centres tend to have higher demands for
public services and administrative functions. As
such, Nairobi, Mombasa, and Nakuru counties,
are likely to exhibit higher contributions of public
administration to GCP. Counties with smaller
populations and less urbanized areas such as
Lamu, Isiolo, Tana River, and Tharaka Nithi
have a lower share of public administration to
GCP.

Figure 10.2: Counties public administration contribution to GCP (%), 2013-2022
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(b)

Growth in employment in the public
service

Public sector wage employment increased
from 662.1 thousand jobs in 2012 to 992.8
thousand jobs in 2023 (Figure 10.3). This
translates to an average of 31.6 per cent of
the total wage employment. Employment in
the national government also experienced
growth, rising from 624.4 thousand jobs in
2012 to 771,500 jobs in 2023. The percentage
of total public service employment attributed
to the national government gradually declined

from 94.3 per cent in 2012 to 77.7 per cent
in 2023. In contrast, employment in county
governments has shown a significant increase
over the years, with a substantial rise from
37.7 thousand jobs in 2012 to 221.4 thousand
jobs in 20283. The share of county government
employment to total public sector employment
notably increased, from 5.7 per cent in 2012 to
22.3 per cent in 2022. The percentage of public
administration employment as a share of total
public sector employment was relatively stable,
ranging from 31.2 per cent to 35.7 per cent over
the years.
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Figure 10.3: Trends and composition of employment in the public service, national and

county governments, 2012-2022
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The national government public service
employment rate witnessed a decline in
2013 (Figure 10.4) due to the devolution of
certain functions to the counties, resulting
in a redistribution of public service positions
to the county level. Devolution transferred
14 functions to the county governments. As
a result, county governments have had to
increase their workforce to effectively deliver
services at the local level.

In the period 2014 to 2016, public service
recruitment was frozen, which means gaps
existing were not filled and this had implications
on productivity. In 2017, the freeze on hiring was
lifted, allowing for the recruitment of employees
in the national public service. Between 2018
and 2020, there was a reinstatement of the
freeze on labour force recruitment, and this
was exacerbated in 2020 by the COVID-19
pandemic. However, in 2021, there was an

increase in the recruitment of new employees
in the public service sector.
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Figure 10.4: Labour force in the public service growth rate at the national level, (2012 - 2022)
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The workforce in the majority of the ASAL
counties such as Wajir, Marsabit, Turkana,
West Pokot, and Kajiado grew from 2016 to
2023 (Figure 10.5). This growth in the labour
force in ASAL counties may be attributed to
various factors such as government initiatives
to promote development in these regions,
increased investment in public services, and

efforts to address socio-economic challenges
uniqgue to ASAL areas. However, counties
such as Lamu, Kiambu, and Kericho have
experienced a decline in the same period. The
workforce decline in these counties could have
been influenced by factors such as changes
in economic activities, shifts in employment
opportunities, and migration patterns.

Figure 10.5: Labour force in the public service growth rate at county level (2016-2023)
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10.3 Productivity in Public Service

To assess productivity in public service,
various measures were used including labour
productivity in public administration, Public
Affairs Index (PAl), the Country Policy and
Institutional Assessment (CPIA), and the
governance effectiveness perceptions. All
aimed to bring out areas that require policy
attention in improving the efficiency and
effectiveness of public service delivery. Labour
productivity serves as a fundamental measure
of output per unit of labour input, reflecting the
efficiency of service delivery. The Public Affairs
Index provides a framework for monitoring
public service delivery at the county level,
offering insights into fiscal management,
economic performance, and transparency.
The CPIA evaluates governance structures,
policy implementation, and institutional
capacity, while the governance effectiveness
reflects perceptions of the quality of public
services, the quality of the civil service and
the degree of its independence from political

ENHANCING PRODUCTIVITY IN THE PUBLIC SERVICE

pressures, the quality of policy formulation
and implementation, and the credibility of the
government’s commitment to such policies.

a) Public administration labour
productivity

Public administration productivity was computed
as the public administration gross value added
per worker. At the national level, productivity in
public administration increased gradually from
0.5 in 2002 to 2.1 in 2023 (Figure 10.6). In the
period before devolution (2002-2012) labour
productivity in public administration averaged
0.87. The productivity increased steadily to
an average of 1.11 during the first MTP, 1.46
in the second MTP, and 1.86 in the third MTP.
The increase in productivity is attributed to the
emphasis on the need for improved service
delivery, efficiency, and effectiveness in the
public sector. Also, prioritization of productivity
and performance improvement in the public
service.

Figure 10.6: Labour productivity in public service (public administration), national level
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Public administration labour productivity varied
across the counties ranging from 0.90 to 15.24
with an average of 3.88 in 2021 (Figure 10.7).
Out of the 47 counties, 31 counties had public
administration productivity below the average
level of 3.88, while 16 counties exhibited
productivity levels above the average. The
counties of Busia, Turkana, Nyamira, Elgeyo
Marakwet, Kisii, Migori, Trans Nzoia, Kericho,
Marsabit, and Murang’a were identified as
part of the bottom 10 counties with the lowest
public administration productivity. Conversely,
Nyeri, Nyandarua, Bomet, Machakos, Kisumu,
Nairobi, Kilifi, Taita Taveta, Baringo, and Kiambu
counties were among the top 10 counties with
the highest public administration productivity.

The differences in public administration
productivity among these counties could
be attributed to various factors such as
access to technology, quality of personnel,
infrastructure  development,  transparency
and accountability mechanisms, efficiency in
project implementation, and overall governance
practices. Countieswithhigherproductivitylevels

invested more in human capital development,
implemented effective governance structures,
and prioritized transparency and accountability
in their operations.

In addition, the data indicates that labour
productivity in public administration is lowest
in arid counties at 3.0, followed by non-ASAL
counties at 3.6 and semi-arid counties at 4.75.
This variation in labour productivity across
different types of counties could be influenced
by factors such as access to resources,
infrastructure development, human capital
investment, climate conditions, and overall
economic development. Arid counties face
challenges related to limited resources, harsh
environmental conditions, and lower levels of
economic activity, which can impact productivity
levels. Conversely, non-arid counties have
better access to resources, infrastructure,
and economic opportunities, leading to higher
labour productivity in public administration.

Figure 10.7: Public service productivity (GVA (millions) per person employed) at the county

level, 2021
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b) Public Affairs Index

The Public Affairs Index (PAI) serves as a
framework for monitoring the delivery of
public services at the county level in Kenya.
With the average scores ranging from 0.52
to 0.73 in 2022 (Figure 10.8), the PAI offers
a comprehensive assessment across various
pillars such as fiscal management, economic
performance, human capital development,
infrastructure, transparency, accountability,
and more. Among the pillars making up the
index, the highest average scores were on
transparency and accountability (0.74), and
human capital development (0.71) while the
lowest average scores were on environmental
management (0.47), crime and justice (0.53)
and economic growth (0.56) (Lutta et al., 2022).

Out of the 47 counties, 28 counties had a
public affairs index below the average level

ENHANCING PRODUCTIVITY IN THE PUBLIC SERVICE

of 0.62, while 19 counties exhibited scores
above this average. The counties of Marsabit,
Lamu, Samburu, Wajir, Laikipia, West Pokot,
Homa Bay, Turkana, Busia, and Garissa were
identified among the bottom 10 counties with the
lowest public affairs index scores. Conversely,
Kiambu, Nairobi, Mombasa, Machakos,
Kajiado, Kisumu, Uasin Gishu, Kakamega,
Nyeri, and Nyandarua were among the top 10
counties with the highest public affairs index
scores.

The disparities in public affairs index scores
among these counties may be attributed to
factors such as economic opportunities, fiscal
management, human capital development,
infrastructure  quality, transparency, and
accountability practices. Counties with higher
index scores have stronger governance
structures, better fiscal management, and more
efficient public service delivery mechanisms.

Figure 10.8: County scores for public affairs index, 2022, Kenya
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A positive correlation between the Public
Affairs Index (PAI) and labour productivity in
the public service at the county level (Figure
10.9), indicates that delivery of public service
is linked to labour productivity. This suggests
that counties with higher scores in human
capital development, economic management,

fiscal management, essential infrastructure,
transparency and accountability, environmental
management, crime, law and order, and WASH
(Water, Sanitation, and Hygiene) tend to be
associated with higher labour productivity in
public administration.
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Figure 10.9: Correlation between labour productivity in public administration and public

affairs index at county level
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Data source: KIPPRA Public Affair Index, 2022 and Author’s computations

c) Country Policy and Institutional
Assessment (CPIA) public sector
management and institutions cluster
ratings

The analysis of CPIA public sector management
and institutions cluster focuses on five (5)
components that include property rights and
rule-based governance, quality of budgetary
and financial management efficiency of revenue
mobilization, quality of public administration,
transparency, accountability, and corruption
in the public sector'. The CPIA ratings for
public sector management and institutions
have consistently remained at 3.4 from 2012
to 2020. There was a slight increase to 3.6
in 2021 due to the increase in property rights
and rule-based governance from 3.0 in 2021
to 3.5 in 2021. There was a slight decrease
to 3.5 in 2022 mainly due to the decline in
quality of budgetary and financial management

from 3.5 in 2021 to 3.0 in 2022. The average
rating across the components was highest on
efficiency of revenue mobilization (4.0), followed
by quality of public administration (3.5), quality
of budgetary and financial management (3.4),
property rights and rule-based governance
(3.1), and transparency, accountability, and
corruption in the public sector (3.1).

When compared to other countries, Kenya’s
ratings are generally higher than those for
Nigeria, Uganda, and Tanzania, similar to
Ethiopia, and slightly lower than Rwanda. For
Rwanda, the quality of public administration
rating and transparency, accountability, and
corruption in the public sector was at an
average of 3.7 and 3.5 respectively between
2012 and 2022 as compared to Kenya at an
average of 3.5 and 3.1, respectively, between
2012 and 2022.
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Figure 10.10: CPIA public sector management and institutions score (1=low to 6=high),

2012-2022, selected African countries
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Apositive correlation between the Country Policy
and Institutional Assessment (CPIA) public
sector management and institutions score and
public administration productivity at the county
level (Figure 10.11), indicates that public sector
management and institutions is associated
with labour productivity. This suggests that

improvements in property rights and rule-
based governance, quality of budgetary and
financial management efficiency of revenue
mobilization, quality of public administration,
transparency, accountability, and corruption is
linked to increased productivity in the public
sector.
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Figure 10.11: Correlation between labour productivity and CPIA public sector management
and institutions score, national level, 2012-2022
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d) Governance effectiveness

Governance effectiveness reflects perceptions
of the quality of public services, the quality of the
civil service and the degree of its independence
from political pressures, the quality of policy
formulation and implementation, and the
credibility of the government’s commitment
to such policies. Governance effectiveness
estimates for Kenya fluctuated between -0.54
to -0.3 in the period 2012 and 2022 (Figure
10.12) falling in the range of poor governance
performance. The prolonged elections in 2017
led to the decline of the score.

Comparatively, countries such as Rwanda
consistently outperformed Kenya in governance
effectiveness, while South Africa also
demonstrated relatively stronger governance
performance. In contrast, countries such as
Nigeria, Ethiopia, Tanzania, and Uganda
exhibited weaker governance performance
estimates compared to Kenya. Rwanda’s
outperformance of Kenya in governance
effectiveness is attributed to its strong anti-
corruption measures, efficient public service
delivery, investments in human capital
and infrastructure, leadership commitment

to development goals, and emphasis on
accountability
management.

and performance-based
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Figure 10.12: Estimate of governance effectiveness ( -2.5 (weak) to 2.5 (strong) governance
performance) in selected African Countries, 2012-2022
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With a positive correlation (Figure 10.13)
between governance effectiveness and public
administration productivity, this indicates that
as governance effectiveness increases, this is
associated with increased labour productivity.
This suggests that perceptions of the quality of

public services, the quality of the civil service
and the degree of its independence from political
pressures, the quality of policy formulation and
implementation, and the credibility of the of the
government’s commitment to such policies tend
to be associated with increased productivity in
the public sector.

Figure 10.13: Correlation between labour productivity and governance effectiveness,

national level, 2012-2022
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10.4 Improving Public Service Delivery

In Kenya, the public service has experienced
a significant transformation in productivity, due
to the following interventions: capacity building
and training programmes; performance
management; technology integration; setting
up of institutions such as the Civil Service
Commission (CSC), which was renamed
Public Service Commission (PSC), Judicial
Service Commission (JSC), Ethics and Anti-
Corruption Commission (EACC), Salaries and
Remuneration Commission (SRC), National
Productivity and Competitiveness Centre
(NPCC) and Commission On Administrative
Justice - Office of the Ombudsman.

10.4.1 Capacity building and training
programmes

Capacity building and training programmes play
a crucial role in enhancing productivity in the
public service by equipping employees with the
necessary skills, knowledge, and competencies
to perform their roles effectively. These
programmes help employees stay updated
on best practices, new technologies, and
changing regulations, leading to improved job
performance and service delivery. Additionally,
capacity building initiatives foster a culture
of continuous learning and development,
empowering employees to adapt to evolving
challenges and contribute more effectively
to the organization’s goals and objectives.

This section covers important government
efforts towards building capacity and training
programmes, including KSG'’s capacity building,
on-the-job training, scholarship programmes,
and internship programmes.

Kenya School of Government capacity
building

The Kenya Vision 2030 advocated for the
creation of the Kenya School of Government
(KSG), underscoring the government’s
strategic vision for building a competent and
ethical public service. The primary intention
behind the creation of the KSG is multi-faceted
and aligns with the core principles of the Vision
2030 agenda.

Firstly, the government aims to encourage
public servants with a strong sense of values
and ethics pertaining to public service.
Secondly, the KSG is designed to enhance
the skills and competencies of public servants
across all levels of government. Through
a comprehensive collection of training
programmes, the KSG endeavours to equip
public officials with the requisite knowledge,
tools, and capabilities to effectively deliver
public service. The courses offered cover such
aspects as integrity, performance management,
leadership, productivity, management of assets
and liabilities, and public finance management
(Table 10.1).

Table 10.1: Courses designed to cater to different levels and areas of expertise in the public

service

Course title Targeted cadre

Executive leadership programmes

Skill/knowledge being impacted

Coaching and mentoring in the public
service

Heads of departments

Competencies to institutionalize
coaching and mentorship

Strategic leadership development
programme

Officers in leadership and policy
making roles, typically in Job Grades N
and above, and their equivalent

Strategic thinking, decision-
making, and leadership skills

Corporate governance

Officers in leadership positions or
those preparing to take up such
positions in the public sector

Appropriate governance practices

Public service values and ethics
programme for senior officers

Senior officials in public and private
sector organizations

Integrity for all staff
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Management development programmes

Senior management course

Middle-level managers in the public
service typically in Job Grades K

Leadership and management

Governance and management of
urban areas and cities

HoDs in municipalities and city
authorities

Management affairs of
decentralized units

Essentials of counselling in the public
service

HRM officers, counsellors, and heads
of departments

Technical, personal, and emotional
adjustments

Communication management programmes

Customer care course

Front office staff, secretaries, and
personal assistants

Customer service

Communication skills for public
service officers

Officers in county and national
governments responsible for
packaging and disseminating
information

Communication

Public prosecution course

Officers responsible for enforcement of
various laws and regulations

Legal and investigative skills

Productivity improvement and
measurement

Human resource directors and
managers, development officers, and
quality assurance officers

Productivity

Salary administration and payroll
management

Payroll managers, officers responsible
for payroll management, HR directors,
HR managers, accountants, and
finance officers responsible for payroll
management

Salary administration

Public finance management course

Officers responsible for budgeting,
revenue policy, financial reporting,
and the financial advisory functions in
county and national governments

Public finance management

Audit committee course

Members of audit committees,
ministries, and public sector agencies

Audit

Asset management course

Officers responsible for the
development and management of
assets and liabilities, and maintenance
of asset registers

Management of assets and
liabilities

Results-based monitoring and
evaluation

Officers responsible for project
development and management from all
sectors

Project development and
management

Grant proposal writing

Managers/officers responsible for
resource mobilization, planning, and
managing projects in both national and
county governments as well as the
private sector

Project proposals

Performance contracting in the public
service

All managers in the public sector

Performance management

Staff performance appraisal system

Officers holding supervisory positions

Performance management

Job evaluation in the public service

Heads of HR function/ HR managers,
members of public service boards,
line managers, supervisors/ heads

of departments, job analysts, and
members of job description analysis
committees

Job evaluation

Dispute mediation in the public
service

Middle and senior-level managers

Dispute resolution

Performance management systems

Managers

Performance management
systems
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Financial reporting under IPSAS
accrual

The programme targets officers and
managers involved in public finance
management; these include finance
officers, accountants, and auditors

International public sector
accounting standards

International public sector accounting
standards

Accountants, finance officers, asset
managers, and auditors

International accounting standards

Financial accounting, reporting and
analysis

Accounts, finance, and treasury
officers in the public sector

Financial accounting

Public sector finance management

Officers responsible for public finance
management

Public finance management

Fraud investigation, detection and
prevention

Law enforcement agents, internal
auditors, treasurers, accountants, and
fund managers in all sectors

Fraud investigation and prevention

Audit and risk assurance

Heads of audit and internal auditors

Risk management

Revenue enhancements skills course

Officers in MDACs responsible for
revenue generation, collection, and

Revenue generation

control

eLearning ICT programmes

Performance management systems

Managers across all functions

Performance management

Advanced Excel for data modelling

Managers/ officers

Excel tool

Data source: Kenya School of Government

There hasbeenagradualincrease inthe number
of trained officers (Figure 10.14). However, a
sharp drop in the number of trained officers
was evident in 2019/20 and 2020/21, with
only 13,131 and 16,896 officers, respectively,
due to disruptions caused by the COVID-19
pandemic. Following the enactment of the act
establishing Kenya School of Government in
2012, during the second MTP (2013-2017), the
focus was to have competency-based training
and capacity building for improved service
delivery. The Kenya School of Government
(KSG), therefore, put a lot of effort into the

development of infrastructural facilities and
curriculum for training both national and county
government officials.

However, the KSG trains below 5.0 per cent of
public servants annually, both in national and
county governments (Figure 10.14). This means
that there could be training programmes outside
KSG that attract public servants. Further, there
are gaps between available knowledge and
decision making especially at the county level
(Auditor General’s report, June 2022).
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Figure 10.14: Number of public officers trained and certified in the KSG 2011/12-2022/23
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Scholarship programmes

Scholarship programmes play a significant
role in the government’s efforts to enhance
productivity in the public service. These
programmes are designed to provide
government officers with opportunities to
pursue advanced degrees, acquire specialized
skills, and enhance their expertise in various
fields relevant to public service, both locally
and internationally. Scholarships are typically
awarded based on merit, performance, and the
strategic needs of the government in specific
sectors. Partnerships with countries such as
Japan, Korea, and Australia, often involve
agreements where these countries provide
scholarships to Kenyan government officers.
These partnerships are mutually benéeficial,
as they allow officers to access high-quality
education and training opportunities abroad,
while also strengthening diplomatic and
economic ties between Kenya and the partner
countries.

One key aspect of many scholarship
programmes is the requirement for recipients

to serve a ‘bonding’ period upon completion
of their studies. Bonding typically involves a
commitment to work for the government for a
specified period, usually equal to the length of
the scholarship. This ensures that the skills and
expertise acquired through the scholarship are
utilized for the benefit of the government and
the public service. However, the effectiveness
of bonding can vary depending on various
factors such as the enforcement of the bond, the
availability of suitable positions upon completion
of the studies, and the incentives provided to
scholars to fulfil their bond obligations.

Scholarship programmes remain a valuable
tool for enhancing productivity in public
service. By providing government officers with
opportunities for advanced education and
training, these programmes help to develop a
skilled and knowledgeable workforce capable
of driving innovation and delivering high-quality
services to the public.

On-the-job training

Job training is a crucial component of the
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government’s efforts to enhance productivity
in public service. It refers to the process of
providing employees with the knowledge,
skills, and competencies required to perform
their jobs effectively. Job training programmes
in the public service are designed to improve
employees’ performance, increase their job
satisfaction, and ultimately enhance the overall
productivity of the public service.

One ofthe key aspects of job training in the public
service is the focus on continuous learning and
development. This includes both formal training
programmes, such as workshops, seminars, and
certification courses, as well as informal learning
opportunities, such as on-the-job training,
mentoring, and coaching. These programmes
are designed to ensure that employees have
the skills and knowledge needed to meet the
evolving demands of their roles and contribute
effectively to the achievement of organizational
goals. Job training programmes in the public
service also play a critical role in addressing
skills gaps and improving the overall quality of
services delivered to the public. By providing
employees with opportunities to acquire new
skills and competencies, these programmes
help to ensure that the public service remains
responsive to the needs of citizens and can
deliver high-quality services efficiently and
effectively.

Despite the benefits of job training programmes,
there are several challenges associated with
their implementation in public service. One
challenge is the limited availability of resources,
including funding and trained personnel to
deliver training programmes effectively. This
can result in training programmes that are not
adequately tailored to the needs of employees
or that do not address critical skills gaps within
the public service. Another challenge is the need
to ensure that training programmes are relevant
and up to date. The rapid pace of technological
change and evolving job roles require that
training programmes be regularly reviewed and
updated to ensure that they remain effective
and meet the needs of employees. Additionally,
there may be challenges related to the uptake

of training programmes by employees.
Factors such as lack of awareness, competing
priorities, and resistance to change can impact
employees’ willingness to participate in training
programmes and apply the knowledge and
skills gained to their work.

Despite these challenges, job training remains
a critical component of the government’s efforts
to enhance productivity in public service. By
investing in the skills and competencies of its
employees, the government can ensure that
its workforce remains capable, motivated, and
equipped to deliver high-quality services to the
public.

Internship programmes

Internship programmes are a critical part of the
government’s efforts to enhance productivity in
the public service. Internships are structured
training programmes that provide recent
graduates with practical work experience,
enhancing their employability and preparing
them for future careers. These programmes
also help organizations meet their workforce
needs by providing a pool of skilled and
motivated individuals.

The government has implemented various
internship programmes aimed at different
groups, including graduates from universities,
colleges, and technical training institutes. These
programmes offer interns the opportunity to gain
hands-on experience in their field of study and
develop valuable skills such as communication,
teamwork, and problem-solving. One of the key
internship provisions in Kenya is the Internship
Policy and Guidelines for the Public Service,
2016. This policy provides a framework for
the implementation of internship programmes
across government institutions. It outlines the
objectives of the internship programmes, the
eligibility criteria for interns, and the roles and
responsibilities of both the interns and the host
institutions.

Under this policy, interns are required to undergo
a structured training programme for a specific




period, typically ranging from three to twelve
months. During this time, interns work under
the supervision of experienced professionals,
gaining practical skills and knowledge relevant
to their field. Upon successful completion of
the internship programme, interns are awarded
a certificate as proof of their participation.
This certificate can be valuable when seeking
employment, as it demonstrates to potential
employers that the individual has acquired
practical work experience in addition to their
academic qualifications. By providing young
graduates with practical work experience,
these programmes help to develop a skilled
and competent workforce, which is essential for
enhancing productivity and driving economic
growth and development.

Despite their benefits, internship programmes
face challenges. One challenge is ensuring
that interns are given meaningful tasks that
contribute to their professional development.
Another challenge is the transition from
internship to permanent employment, as some
interns may struggle to secure long-term
positions after completing their internships.
Additionally, there may be challenges related
to the availability of resources and funding for
internship programmes, as well as ensuring that
internships are accessible to a diverse range
of candidates. Addressing these challenges is
essential for ensuring the effectiveness and
sustainability of internship programmes in
enhancing productivity in the public service.Top
of Form

10.4.2 Performance management
contracting

Performance management contracting is one
of several reform initiatives that the government
has introduced in its efforts to enhance service
delivery. A Performance Contract (PC) is a
management tool employed to prioritize an
organization’s annual objectives and measure
performance against agreed targets. It outlines
the shared performance commitments and
responsibilities of the parties involved (PSC,
2023).
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Performance contracting was first introduced
in Kenya through the Parastatal Reform
Strategy Paper in 1991, with initial pilot
projects at Kenya Railways and the National
Cereals and Produce Board. The positive
outcomes observed in these pilot projects,
such as improved administrative and financial
performance and enhanced service delivery,
led to the decision to expand performance
contracting to all ministries, departments, and
agencies (MDAs). This expansion aimed to
foster a performance-oriented culture in the
public sector and to establish accountability
for outcomes. To support the implementation
of performance contracting, the Kenyan
government established a Performance
Contract Steering Committee in 2003 and issued
State Corporations (Performance Contracting)
Regulations in 2004. These regulations defined
performance as the assessed outcomes of
achieving agreed-upon performance targets.
The government also mandated all permanent
secretaries/accounting  officers and chief
executive officers of state corporations to have
performance contracts.

A monitoring and reporting system was
established to ensure systematic and ongoing
evaluation of performance. Public agencies
were mandated to submit quarterly and annual
performance reports in specified formats.
The assessment of each public agency’s
performance was based on the performance
contract they signed and their annual
performance report (Government of Kenya,
2010). Public organizations were mandated
to establish Performance Management
Committees in accordance with Regulation 15
of the Public Service Commission (Performance
Management) Regulations, 2021. The primary
responsibility of the performance management
committees is to oversee and assess the
execution of performance contracts.

On performance management contracting,
42.8 per cent of organizations had aligned
their strategic plans to BETA, 48.8 per cent
had constituted performance management
contracting committees and 46.4 per cent
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signed performance contracts with the
government during 2022-2023. In addition,
out of the 145,967 officers who set targets,
less than half, 62,898 (43.1%) were appraised
while the rest were not. This indicated that the
implementation of performance management
was still not effective in most public
organizations, negatively impacting service
delivery (PSC, 2023). The Public Service
Commission found that in 2021-2022 some
of the reasons provided by organizations for
not signing performance contracts included:
delay in the Cabinet Secretary signing the PC;
board members being in transition; and the
organization not being fully operationalized.

10.4.3 Technology integration

The government has recognized the
importance of technology integration as a key
strategy to enhance productivity in the public
service sector. By actively promoting the use
of Information and Communication Technology
(ICT) in public service, e-government was
initiated in 2003 with the primary objective of
reducing corruption and improving public sector
performance. The subsequent establishment
of the E-Government Strategy in 2004
and the creation of the E-Government Unit
aimed to provide guidelines for harmonizing
government ICT initiatives, further emphasizing
the commitment to leveraging technology for
enhancing productivity in public service.

Further to this, the government took
proactive steps by establishing a task force
on blockchain and artificial intelligence via
Kenya Gazette Notice Number 2095 of 2018.
This task force was tasked with developing
strategies for the effective application of these
emerging technologies. The World Economic
Forum in 2018 highlighted that blockchain
and artificial intelligence offer an unparalleled
level of integrity, security, and reliability to the
information they handle, thereby reducing the
risks associated with a single point of failure.

The digital economy blueprint of 2019 guides
e-government development in the country as

part of its overall digital transformation. The
digital government goal is to improve access,
quality, transparency, equity, efficiency, and
effectiveness of government services. The
blueprint outlines outcomes such as improved
efficiency and productivity of government,
improved citizen services with e-government,
accelerated achievement of SDG and social
agenda, cost savings, promoted transparency
and reduced corruption, and improved ease of
doing business (Republic of Kenya, 2019).

The second pillar of the 2022-2032 Information
Communication Technology (ICT) Digital
Masterplan underscores the importance of
digitizing and automating government records.
It also advocates for enhancing the integration
and interoperability of government services, as
well as reviewing and automating all essential
government services.

The Public Service Commission in 2023
revealed that 415 (79.3%) of organizations
reported having digitized 4,532 services,
documented 3,388 (74.8%) services, and
automated 1,378 (30.4%), showing a low
uptake of automation.

Government-to-Citizen (G2C)

E-citizen, the main e-government platform
in Kenya, serves as a government-to-citizen
(G2C) portal, providing various services
online, including business name search and
registration, marriage-related services, driving
licenses, land searches, clearances, passport
and visa applications. The e-citizen platform
enables citizens to sign up, apply forgovernment
services, and conveniently pay using mobile
money, credit cards, debit cards, and online
banking. Another key G2C platform is the KRA
iTax system. With the COVID-19 pandemic, the
government accelerated the provision of online
public services. The Judiciary responded to
the pandemic by launching the electronic case
management system in 2020, limiting physical
access to justice. Currently, the government
offers 120 public services online on the e-citizen
platform and other government websites. New




online services, such as Ardhi Sasa (the National
Land Information Management System) and
Chanjo Kenya (the COVID-19 vaccination
registration and certification system), were
launched in 2021.

In 2014 the government established Huduma
Kenya Service Delivery Programme mandated
to transform public service delivery to access to
efficient, effective, and citizen-centric services
through one-stop-shop platforms. Before the
establishment of the programme (before 2013),
the public service was characterised by long
queues; lengthy and manual processes; poor
customer care; inaccessible, unavailable,
inaccurate, and delayed information across the
country. This was heightened by multiple entry
points for any single service leading to high
costs in providing and accessing services, which
caused numerous public complaints (Republic
of Kenya, 2023). Huduma Kenya Service
Delivery platform has operationalized service
delivery platform, including Huduma centres;
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Huduma mashinani outreach programme;
Huduma contact centre, and Huduma E & M
service. Looking at the Huduma of customers
served daily (Figure 10.15), a gradual increase
in the number of customers served daily was
observed from 2013 to 2022, reaching a peak
of 60,000 customers served daily. However, a
sharp drop in the number of customers served
daily was evident in 2020, with only 20,000.
This decline is due to disruptions caused by the
COVID-19 pandemic.

The distribution of Huduma Centres across the
country ensures equal access to services for
all citizens. With 52 centres located in various
counties, these centres serve as accessible
points where citizens can efficiently access
a wide range of government services. This
distribution strategy aims to reduce the need
for citizens to travel long distances or incur high
costs to access government services, aligning
with the goal of providing equitable service
delivery nationwide.

Figure 10.15: Number of customers served daily at Huduma centres, 2013-2022
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Government-to-Business (G2B)

Under the Government-to-Business (G2B)
function, the government has implemented
several key initiatives to enhance business
operations and promote economic growth.
The State Department of Trade initiated
the Electronic Single Window System, a
significant ICT infrastructure project aimed at
enhancing efficiencies, optimizing port space,
and reducing corruption in alignment with the
goals of the Kenya Vision 2030. This system
streamlines processes for businesses involved
in international trade, making it easier to comply
with regulatory requirements and facilitating
smoother transactions. In 2002, the government
launched the Integrated Financial Management
Information System (IFMIS) to promote
transparency in the utilization of public financial
resources. IFMIS has played a crucial role in
improving financial management practices,
ensuring accountability, and enhancing the
efficiency of financial transactions within the
public sector. By providing a centralized platform
for financial operations, IFMIS has contributed
to greater fiscal discipline and oversight.

Additionally, the government established
Konza Technopolis, a strategic initiative aimed
at advancing effective links between the public
and commercial sectors. Konza Technopolis
seeks to streamline business operations both
domestically and internationally, encourage the
adoption of Information and Communication
Technology (ICT) within the country, and
promote sound ICT governance. Positioned
as a technology powerhouse in the region,
Konza Technopolis plays a pivotal role in
driving innovation and economic development
through technology. Furthermore, the National
Fibre Optic Broadband Infrastructure (NOFBI)
Project was proposed to establish a national
public broadband network with access points
in every county. This project aims to attract
and stimulate private sector participation in
the provision of rural telecommunications
services, thereby enhancing connectivity and
promoting economic growth across the country.
By expanding access to high-speed Internet

services, NOFBI contributes to bridging the
digital divide and fostering digital inclusion.

Moreover, the Kenya Trade Portal serves as
an online platform that provides businesses
with essential information on trade regulations,
procedures, and requirements for importing
and exporting goods. By offering a centralized
source of trade-related information, the portal
enhances transparency, reduces trade barriers,
and facilitates cross-border trade activities.
This initiative plays a critical role in promoting
international trade, enhancing market access,
and supporting business growth in Kenya.

Lastly, the Business Registration Service
(BRS) is a G2B initiative designed to simplify
the process of business registration and
licensing in Kenya. By providing a one-
stop shop for business registration services,
the BRS streamlines procedures, reduces
bureaucracy, and promotes ease of doing
business in the country. This initiative aims to
create a more business-friendly environment,
attract investment, and support the growth
of enterprises across various sectors of the
economy.

Government-to-Government (G2G)

For Government-to-Government (G2G)
interactions, IFMIS is utilized by both the
national and county governments and has been
integrated with other government agencies.
The Uadilifu Case Management System,
developed by the Office of Director of Public
Prosecutions (ODPP) in 2020 and integrated
into the Independent Police Oversight Authority
(IPOA) system and the Judiciary e-filing system,
aims to enhance effectiveness and efficiency
within the criminal justice system (Ministry of
ICT, Innovation and Youth Affairs, 2020). The
Integrated Population Registration System is
also a G2G initiative that aims to modernize
and streamline the process of registering
and managing population data in Kenya. By
integrating data from various government
agencies, such as the National Registration
Bureau and the Department of Immigration, the




IPRS enhances data accuracy, security, and
interoperability. In addition, the Kenya TradeNet
System is an electronic platform that facilitates
trade processes and documentation for
importers, exporters, and government agencies
involved in trade facilitation. By automating
trade procedures and reducing paperwork, the
system enhances efficiency, transparency, and
compliance in cross-border trade activities.

E-participation

E-participation in Kenya primarily occurs
through government websites offering online
information and participatory tools such as
social media, websites, and emails for citizen
interaction with ministries, departments, and
agencies (MDAs) and county governments.
The Public Service Commission report (2023)
revealed that out of the 478 public organizations
that reported to have functional websites, 432
(90%) were confirmed to be functional. Article
232(1) of Chapter 13 of the Constitution of
Kenya 2010 highlights transparency and the
provision of accurate and timely information as
key principles of public service. E-participation
contributes to transparency, accountability, and
citizen participation, principles entrenchedin the
Constitution (UNESCO, 2014). The budgetary
process is open to citizen participation, as
the National Treasury has been publishing
financial budgets online since 2007. The Office
of the Controller of Budget regularly publishes
online expenditure figures, allowing Kenyans to
compare budgets against actual financial figures
and raise queries in case of discrepancies.

Status of e-government and e-participation
From 2012102022, Kenya has shown consistent

growth in e-government development, online
service provision, and the quality of its

telecommunicationinfrastructure (Figure 10.16).
This progress is attributed to advancements
in digital government services, including the
development of e-information on policies, laws,
and archives on portals and websites. Kenya'’s
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average scores for e-government, online
service index, telecommunication infrastructure
index, and e-participation index were 0.23,
0.28, 0.24, and 0.49, respectively, during this
period.

Comparing Kenya to other African countries,
Kenya’sratingsaregenerally higherthanNigeria,
Uganda, Ethiopia, and Tanzania, but lower than
South Africa and Rwanda in all components.
Rwanda, for example, had an average score for
e-government of 0.21, an online service index
of 0.29, a telecommunication infrastructure
index of 0.17, and an e-participation index of
0.51 between 2012 and 2022. On the other
hand, South Africa had an average score for
e-government of 0.30, an online service index
of 0.31, a telecommunication infrastructure
index of 0.44, and an e-participation index of
0.77 during the same period.

Rwanda stands out for its remarkable progress
in e-participation, indicating a strong emphasis
on citizen engagement in governance. South
Africa, on the other hand, demonstrates a high
online service index and telecommunication
infrastructure index, highlighting its robust
online service offerings and well-developed
telecommunication networks.

For the countries outside Africa, the
United Kingdom had an average score for
e-government of 0.91, an online service index
of 0.95, a telecommunication infrastructure
index of 0.85, and an e-participation index of
0.97 between 2012 and 2022. The United
States had an average score for e-government
of 0.88, an online service index of 0.96, a
telecommunication infrastructure index of
0.78, and an e-participation index of 0.94
during the same period. Both the United
Kingdom and the United States demonstrate
exceptional performance across various
indices, characterized by their advanced online
services, well-established telecommunications
infrastructure, and a strong focus on citizen
participation in governance.
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Figure 10.16: The e-government development index and e-participation index in selected

African countries and aspirator countries outside Africa, 2012-2022
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The government under BETA has committed to
increase and fast-track broadband connectivity
across the country by constructing 100,000km
of national fibre optic connectivity network.
This is aimed to enhance government service
delivery through digitization and automation
of critical processes, making 80 per cent of
government services available online (BETA,
2022). According to ICT Authority, a total of
8,900kms national fibre optic connectivity
network across the country has been built."

10.4.4 Setting up of oversight bodies

Over time, the government has set up various
bodies as part of its intervention measures to
strengthen public service delivery. The bodies
focus on various aspects of public service
including human resource management;
operations; behavioural-integrity; remuneration;
productivity; and administrative justice (Table
10.2).

Table 10.2: Oversight bodies strengthening public service delivery

Year
1954

Body

Civil Service Commission (CSC)
renamed Public Service Commission
(PSC) in 1963

Area of focus

Human resource management

Core mandate

Provide competent human
resources

1955 | Auditor General Office

Operations compliance

Identify areas of improvement and
recommend corrective actions

2009 | State Corporations Advisory

Committee

Remuneration

Foster efficiency in remuneration
practices. Review and investigate
affairs of State Corporations

2010 [ Judicial Service Commission

Behavioural integrity

Uphold high ethical standards
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2010 | Office of the Director of Public Behavioural integrity Prosecute cases of corruption
Prosecutions and malpractice

2010 | Salaries and Remuneration Remuneration Advice on salaries and
Commission remuneration

2011 | Ethics and Anti-Corruption Behavioural integrity Prevent and address corrupt
Commission practices

2011 | The Commission on Administrative Administrative justice Safeguarding the rights of citizens
Justice (Office of the Ombudsman) and ensuring transparency and

fairness

2016 | National Productivity and Productivity Guide on productivity

Competitiveness Centre management strategies

Public Service Commission

The PSC is tasked with overseeing human
resource management, recruitment, and
performance evaluation in the public sector.
It ensures that public servants are appointed
based on merit and performance criteria.
The mechanisms, measures, and tools to
guarantee a transparent and accountable
recruitment and promotion process is through
consideration of merit and ability, taking
into account qualifications, experience, and
performance. Furthermore, the Commission
supervises recruitment, maintains a confidential
report system for employees, and follows
procedures and principles for selection in
acting promotions and appointments. The
Commission also ensures that appointments,
promotions, and transfers are conducted based
on job-related criteria and legitimate position
requirements. Through the performance
appraisal results, the commission can
objectively and fairly promote employees.'

In addition, various requirements have been
demanded by the PSC, particularly regarding the
integrity and ethical conduct of each individual
who applies for advertised positions. Individuals
applying for positions in the public service must
meet several requirements, including providing
specific certificates to validate their eligibility.
These certificates include a recent certificate of
good conduct from the Directorate of Criminal
Investigations (DCI), clearance certificates from
the Higher Education Loans Board (HELB),
Credit Rating Bureau (CRB), Kenya Revenue

" Public Service Commission Act.pdf

Authority (KRA), tax compliance and Ethics
and Anti-Corruption Commission (EACC).
The purpose of submitting these certificates
is to demonstrate the ethical standing of the
applicants, ensuring only individuals with
impeccable professionalism are admitted to the
public service. Moreover, candidates entering
professional roles within the public service
must provide a subscription certificate from
their respective professional bodies to confirm
their good standing with these organizations.

Ministries, Departments, and Agencies
(MDA’s) report to the PSC quarterly providing
updates on various aspects of public sector
operations.  This  reporting  mechanism
enhances accountability and allows for effective
oversight of human resource management
practices. The reports spell out adherence to
the Commission’s guidelines, policies, and
regulations for recruitment, training, promotion,
and disciplinary procedures within the MDA’s.?
To monitor compliance, the commission
conducts audits, reviews, and assessments
to ensure that human resource management
practices align with established standards and
regulations.

The commission also provides training and
capacity-building initiatives to enhance the
human resource management capabilities
within MDAs. This includes training programmes
for human resource (HR) personnel or
workshops to disseminate best practices. The
establishment of service Level Agreements
with MDAs has also been instrumental in

2 Guidelines for Development and Review of Human Resource Management Instru-
ments for State Corporations.
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determining adherence to commitments in their
service charters. Where non-compliance or
malpractice is reported, the PSC may conduct
investigations and take enforcement actions
against implicated individuals or entities. This
could involve disciplinary measures, corrective
actions, or recommendations for organizational
restructuring.

For accountability purposes, the Commission
regularly publishes reports summarizing its
findings, recommendations, and actions taken
regarding human resource management
across MDAs. These reports serve to enhance
transparency, accountability, and continuous
improvement within the public service. Further,
the commission fosters strategic collaboration
and engagement with relevant stakeholders
including civil society organizations, and
international partners, which is crucial
for effective oversight of human resource
management practices. Regular engagement
facilitates information sharing, problem-solving,
and the exchange of best practices as part of the
efforts to promote professionalism, efficiency,
and integrity within the public service of Kenya.?

At the county level, County Public Service
Boards (CPSBs) mirror the PSC’s functions that
is, overseeing human resource management
within county governments. These boards play
a crucial role in maintaining accountability and
transparency in the county’s public service
operations. Through their role in recruitment,
promotions, and disciplinary processes (Njagi
Ireri, M. E., and Guyo, W., 2018), CPSBs have
brought services closer to the people and
promoted accountability in county government
operations.

Although PSC has initiated such reforms as
skills development, fostering of values, and
promotion of equity and equality through
the Human Resource Strategy Framework
for the Public Service, the real need to
professionalize, inspire, and improve staff

morale within the public service in the country
is not well functioning. It has been noted even
though professionalism issues within the public

service are not easy to measure, issues such
as morale and motivation which are easily
measurable still do not have any measurable
goal baseline. As a result, the actual impact
of the strategies being employed currently is
not well known (Ong’era, A., and Musili, B. M.,
2019). Some of the emerging issues affecting
human resources include employee wellbeing
and increased prevalence of mental issues.
The need for the development of policies and
guidelines for the adoption of remote working
and flexibility, which was accelerated by the
COVID-19 pandemic to reduce commuting
time and enhance productivity is also one of the
issues that should be addressed. To keep pace
with the rapid advancements in technology to
transform the way work is done and to aid in
mainstreaming disability issues, encouraging
regular skills gaps analysis among MDAs,
upskilling employees to meet technological
demands is crucial, and redefining job roles
to align with emerging technologies has been
upheld in the country just like other comparator
countries.

In Singapore for instance, there has been
massive investment in technology to streamline
processes, automate tasks, and enhance
efficiency in public service delivery. Ensuring
competency recruitment and training of top
talent and continuous training has been
elemental. The Civil Service College (CSC) of
Singapore provides a wide range of training
and development programmes tailored to the
needs of public servants. In Denmark, there
is an emphasis on flexible working hours to
accommodate the needs of employees to allow
employees to balance work and personal life
effectively to enhance wellness. South Korea
has rapidly adopted technology and innovation
in public service management, leveraging
advancements such as Al, big data, and
automation to enhance productivity.

State Corporations Advisory Committee
The State Corporations Advisory Committee

(SCAC) was established under section 26
of the State Corporations Act, Cap. 446.




It was formed to advise the President on
various matters related to state corporations,
including reviewing, and investigating their
affairs, recommending necessary actions,
advising on appointments and staff matters,
and examining proposals for new business
ventures.® In addition, the State Corporations
Advisory Committee (SCAC) advises on
public servants’ terms and conditions in state
corporations, ensuring compliance with payroll
management policies and promoting efficiency
in remuneration practices. By fostering
efficiency in remuneration practices and
ensuring consistency across state entities, the
SCAC has contributed to a more streamlined
and accountable public sector.

Auditor General Office

To assess productivity in the public sector,
the OAG conducts audits, assessments,
and reviews to evaluate the efficiency and
effectiveness of productivity within government
entities. The office also employs financial
audits, budget implementation reviews, and
performance audits to ensure public sector
transparency and accountability. Additionally,
the Auditor General’s Office utilizes mechanisms
such as financial and performance reports,
budget transparency, public participation
requirements, and supervision to hold public
entities accountable.

Some of the emerging issues regarding public
sector productivity include challenges in the
implementation, management, and placement
of skilled staff within civil service institutions.
These challenges impact the overall productivity
and efficiency of the public sector workforce,
emphasizing the need for improved processes
and strategies to enhance productivity in the
public sector.

Judicial Service Commission
The Judicial Service Commission (JSC),

established in 2010 has been instrumental in
safeguarding the independence and integrity

3 The State Corporations Advisory Committee (SCAC)
4 Report of the Auditor -General on Ministry of Labour for the year ending June 2022.
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of the Judiciary in Kenya. By overseeing
the recruitment, promotion, and discipline
of judicial officers, the JSC has upheld high
ethical standards and ensured the judiciary’s
impartiality. Through transparent and merit-
based processes, the JSC has promoted
accountability and professionalism within the
judiciary, contributing to public trust in the legal
system. The commission’s efforts have led
to a more efficient and effective judiciary that
upholds the rule of law and delivers justice
fairly and impartially.

The JSC employs a productivity index to assess
the performance of judges and judicial officers
in the country. For performance management,
the JSC institutionalized  performance
management in 2016 to enhance and monitor
the effectiveness of judicial staff and judicial
officers. For quality assurance, the commission
advances continuous judicial education through
the Kenya Judiciary Academy to enhance the
competence, skills and knowledge of judicial
officers, staff and judges. The Judiciary
Transformation Framework has been critical in
promoting service delivery, whichhasculminated
in decentralization to enhance access to justice
for all citizens through magistrate and mobile
courts. The commission has supported digital
transformations by embracing digitization
and automation through e-filing, virtual court
proceedings, and the Case Tracking System to
increase transparency and accountability, and
reduce delays in the dispensation of justice.
Through this, the commission has invested in
informed decision-making processes by relying
on up-to-date data and information to inform
staff and judges’ deployment.

Ethics and Anti-Corruption Commission

The Ethics and Anti-Corruption Commission
(EACC), founded in 2011, has been at the
forefront of combating corruption and promoting
integrity in public sector operations. Through
investigations, prosecutions, and public
awareness campaigns, the EACC has worked
to prevent and address corrupt practices
within government institutions. By holding
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accountable those engaged in corruption
and malpractice, the EACC has sent a strong
message that unethical behaviour will not be
tolerated. The commission’s activities have led
to increased transparency, reduced corruption,
and improved governance practices in Kenya’s
public sector creating a more conducive work
environment that fosters productivity and
excellence among public servants.

Some of the focused initiatives that the
commission has recently been involved in
include integrity and corruption prevention in
Ministries, Departments, and Agencies pilots
on performance measurement are ongoing
in selected sectors such as health and some
agencies; nurturing future professionals through
public education programmes to encourage the
youth to embrace integrity and intolerance to
corruption.

The commission has also collaborated with
the Ministry of Education to create awareness
through integrity clubs to provide an opportunity
to participate in activities promoting diversity
and inclusion. The Kenya National Integrated
Civic Education Programme (K-NICE) is one of
the multi-stakeholder government-led initiatives
for creating the necessary civic awareness
on issues including corruption and unethical
behaviour.

Office of the Director of Public Prosecutions

The Office of the Director of Public Prosecutions
(ODPP) was established in 2010 to prosecute
cases of corruption and malpractice within the
public service. ODPP has been at the forefront of
prosecuting cases of corruption and malpractice
within the public service. By enforcing the rule
of law and holding accountable those engaged
in corrupt practices, the ODPP has contributed
to fostering a culture of accountability and
integrity in public service.

The ODPP emphasizes quality assurance
initiatives by ensuring that prosecutions are
conducted fairly, effectively, and in accordance
with the law. By maintaining high standards

of quality in its operations, the ODPP adds
value by promoting trust in the justice
system and ensuring public service delivery
meets expectations. The ODPP is guided
by Excellence Charter 2020, which aims to
enhance service delivery through accountable
use of public resources.

Salaries and Remuneration Commission

Salaries and Remuneration Commission (SRC)
provides guidance on salaries and benefits for
public service employees, ensuring fairness
and equity in remuneration practices. The
commission has helped maintain a level playing
field and promote professionalism in the public
service.

The performance-based pay concept used
by the commission assists in ensuring there
is rationality in payment of public and state
officers based on their performance and
productivity. The commission makes use of
Manpower Development and Productivity
Management with the necessary skills needed
to perform effectively, which translates to better
performance and organizational effectiveness
leading to high productivity in the public sector.

National Productivity and Competitiveness
Centre

The National Productivity and Competitiveness
Centre (NPCC) plays a vital role in enhancing
productivity and competitiveness within public
service in Kenya. By guiding productivity
management strategies, the NPCC aims to
drive efficiency and effectiveness in public
service. Through initiatives such as capacity
building programmes, benchmarking exercises,
and productivity assessments, the NPCC
contributes to fostering a culture of continuous
improvements and innovation.

The NPCC

focuses on  productivity

management as part of Kenya’s Vision 2030
goals to raise the country’s competitiveness and
productivity levels. By implementing strategies
and programmes such as mainstreaming




productivity training for public servants,
the Centre can set performance targets for
Ministries, Departments, and Agencies (MDAS)
across Kenya, aiming to improve productivity
through training and skill development and
thus playing a critical role driving economic
growth. The NPCC has strategic collaborations
with TVETs and partnerships with private
entities such as the KCB foundation aimed at
manpower and skill development to increase
productivity in the public sector.

Commission on Administrative Justice

The Commission on Administrative Justice,
commonly known as the Office of the
Ombudsman serves as a key oversight body
responsible for investigating complaints
of maladministration, abuse of power, and
violations of rights within the public sector.
By providing a mechanism for redress and
accountability, the Ombudsman plays a crucial
role in safeguarding the rights of citizens and
ensuring transparency and fairness in public
service. The Commission on Administrative
Justice has facilitated the resolution of
numerous complaints and grievances related
to public services. Through the investigations
and recommendations, the Ombudsman has
promoted accountability, transparency and
good governance practices within government
institutions  enhancing public trust and
confidence in the administration.

To ensure effective public service delivery,
by enforcing the right to access information
as provided by the Access to Information Act

ENHANCING PRODUCTIVITY IN THE PUBLIC SERVICE

2016. To enhance the levels of awareness of
the public, the Commission investigates and
prosecutes violations of the Act, and thus
exposes inefficiencies. As a result, this fosters
a fair and efficient public sector environment
conducive to productivity and effective service
delivery.

10.5 Productivity and Financial
Management

A key factor to consider is how public service
productivity is related to the quality of budgetary
and financial management including revenue
collection and expenditure allocations. This
section discusses the quality of budgetary and
financial management at both national and
county levels.

a) Quality of budgetary and financial
management at national and county
levels

Atthe nationallevel, the CPIAindexindicatesthat
Kenya'’s efficiency in revenue mobilization and
equity of public resource use has consistently
been rated at four (4) out of six (6) from 2012
to 2022 (Figure 10.17), reflecting a moderate
to high-quality assessment. However, there
has been a decline in the quality of budgetary
and financial management practices, with
the rating decreasing from 3.5 in 2012 to 3.0
in 2022. This slight decrease in 2022 may be
linked to factors such as economic conditions,
external shocks, and disruptions from the
2022 elections affecting budget execution and
financial management practices.
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Figure 10.17: CPIA rating (1=low to 6=high), 2012-2022
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At county level, the public affairs index by mobilization (Figure 10.18). This is attributed to
KIPPRA, evaluated fiscal management by lackof asystem in place and qualified personnel
assessing 10 indicators including development  for revenue management. Conversely, levels of
expenditure, recurrent expenditure, personnel automation of revenue collection in non-ASAL
emoluments, and own-source revenue. Arid counties were particularly high, with counties
counties recorded the lowest score of an using electronic payment systems and some
average of 0.73 in fiscal management and the counties being completely cashless.

lowest score of an average of 0.02 in revenue

Figure 10.18: Scores for fiscal management indicators, county level, 2022
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b) Revenue collections

While there has been a steady increase in
revenue collection over time, notable revenue
collection growth declines occurred in 2014/15
and 2016/17 (Figure 10.19) due to disruptions
from the devolved system of governance and
heightened political risks. It is worth noting that
the tax and non-tax revenue surpassed the
revised target at 103.1 per centin 2015/16. This

ENHANCING PRODUCTIVITY IN THE PUBLIC SERVICE

the overall revenue growth, there have been
shortfalls in meeting set targets across financial
years.

The shortfall in revenue collection and low
growth over a financial year may lead to budget
constraints, affecting the government’s ability to
fund essential services and projects efficiently.
This, in turn, can result in delays or limitations
in service delivery, reduced capacity for public

reflects a bouncing from a significant decline investments, and constraints on resource
in 2014/15, which followed the introduction of allocation for key programmes.
the devolved system of government. Despite
Figure 10.19: Revenue collection, national level, 2012/13-2022/23
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Atthe county level, the growth rate in the amount
of own source revenue collected from the first
government to the second government varied
across the counties ranging from -0.19 to 1.44
with an average of 0.51 (Figure 10.20). Out of
the 47 counties, 17 counties had a growth rate
in the amount of own source revenue above the
average level of 0.51, while 30 counties had a
growth rate below the average indicating that
most counties performed below the average
growth rate. The counties of Wajir, Samburu,
Garissa, Meru, Nakuru, Busia, Nairobi, Kisumu,
Bomet, and Machakos were identified as part of
the bottom 10 counties with the lowest growth
rate in the amount of own source revenue
showing that that these counties experienced

challenges or limitations in revenue generation
during the transition period. Conversely,
Kakamega, Siaya, Nyamira, Nyandarua,
Mandera, Homa Bay, Lamu, Makueni, Tharaka
Nithi, Taita Taveta, and Mandera counties were
among the top 10 counties with the highest
public administration productivity demonstrating
strong performance in revenue collection,
indicating effective financial management and
potentially robust economic activities.

In addition, the data indicates that the growth
rate in the amount of own source revenue
collected from the first county government to
the second county government is lowest in
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arid counties at 0.33, followed by non-ASAL
counties at 5.1 and semi-arid counties at 0.53.
This variation in own source revenue growth
rate across different types of counties could
be influenced by factors such as automated
revenue collection systems in place, favourable
policy supporting business, investment, and
revenue collection. In addition, counties that
invested in infrastructure development projects

may have attracted more economic activities,
leading to increased revenue generation from
sources such as property taxes, permits, and
fees. Arid counties face challenges related
to infrastructure, which can impact revenue
collection. Conversely, non-arid counties have
better access to resources, infrastructure,
and economic opportunities, leading to higher
revenue collection.

Figure 10.20: Growth rate (%) in the amount of own source revenue collected from the first
government to the second government, 2013-2022
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With a positive correlation (Figure 10.21)
between the change in own source revenue
collected by counties and labour productivity in
the public service, this suggests that increased
own source revenue collected is associated

with increased labour productivity. Meaning,
increased labour productivity of the workforce
is associated with increased revenue collection
capacities put in place by the counties and
effective delivery of public services.
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Figure 10.21: Correlation of labour productivity in public service with the change in own

source revenue
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c) Budget allocation to wages and
salaries

The allocated budget for wages and salaries
has remained significantly below the stipulated
ceiling of 35 per cent (Figure 10.22) set by the
Public Finance Management Act 2012, Section
15(2)(b). This section mandates that the
national government’s expenditure on wages
and benefits should not exceed 35 per cent of

the national government’s revenue. In addition,
the total amount allocated to the recurrent
budget including salaries and wages has
consistently remained significantly below the
planned recurrent budget. Various studies have
consistently shown that higher salaries and
wages often increase employee motivation and
productivity hence the need to increase salaries
and wages to enhance labour productivity in
public service.
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Figure 10.22: Wages and salaries spending, national level, 2013/14-2022/23
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At the county level, the higher wage and
salaries spending in the second government
compared to the first government (Figure 10.23)
is primarily due to increase in workforce in the
second government, necessitating increased
expenditure to accommodate more employees.
The data reveals that the change in wages and
salaries from the first county government to

276

the second county government is lower in arid
counties at 62 million, followed by non-ASAL
counties at 107 million and semi-arid counties
at 146 million. This variation in salaries and
wages could be attributed to factors such as
workforce composition and administrative
structures in each county.
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Figure 10.23: Wages and salaries spending, county level
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With a positive correlation (Figure 10.24) Meaning, an increase in salaries and wages
between the change in salaries and wages and  boosts the morale of employees and enhances
labour productivity in the public service, this the productivity of their workforce and delivery
indicates that increased salaries and wages are  of public services more effectively.

associated with increased labour productivity.

Figure 10.24: Correlation of productivity in public service with salaries and wages
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d) Operational and maintenance
spending

National level

There has been a notable gap between the
planned recurrent expenditure, recurrent
spending, and the actual allocated amounts
to operations and maintenance in government
budgets (Figure 10.25) leading to a low share
of operational and maintenance to the total
government budget. The share of operational
and maintenance spending to the total budget
remained low between 2013/14 to 2015/16
ranging from 1.8 per cent to 2.4 per cent. The
operational and maintenance spending peaked
in 2016/17 and declined in 2020/21 due to the
impact of the COVID-19 pandemic.

The share of operational and maintenance
spending to the total budget peaked in 2016/17
due to a possible increase in infrastructure
projects, equipment maintenance, or other
operational needs that required higher funding

allocation. This peak could also be attributed to
a strategic decision to prioritize maintenance
and operational activities to enhance service
delivery and efficiency within the public sector.
Conversely, the decline in operational and
maintenance spending in 2020/21 can be
largely attributed to the impact of the COVID-19
pandemic. The pandemic led to budget
constraints, reallocations of funds to address
urgent healthcare and economic needs, and a
shift in priorities towards pandemic response
and recovery efforts. This led to reduced
allocations for non-essential operational and
maintenance activities during this period,
leading to the observed decline in spending on
operational and maintenance in 2020/21.

Insufficient funding for operational and
maintenance needs can have implications for
the facilitation of work within the public sector
including delays in infrastructure repairs,
equipment upgrades, and other essential
tasks, ultimately impacting the efficiency and
productivity of public services.

Figure 10.25: Operational and maintenance spending, national level, 2013/14-2022/23
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County level

There is a noticeable increase in operations
and maintenance spending in the second
government to the first government by Ksh 259
billion, with the highest change observed in non-

ENHANCING PRODUCTIVITY IN THE PUBLIC SERVICE

ASAL counties (Figure 10.26). This suggests
that a higher level of financial resources were
directed towards operations and maintenance
in the second government, especially in
counties with a lower aridity index.

Figure 10.26: Operational and maintenance spending, county level
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Withapositivecorrelation(Figure 10.27) between
the operational and maintenance and labour
productivity in the public service, this indicates
that improved operations and maintenance are
associated with increased labour productivity.
This suggests that maintaining infrastructure
to prevent breakdowns and reduce downtime,

ensuring technology systems are up to date
for improved performance, facilitating efficient
service delivery processes, boosting employee
morale and safety, and ensuring long-term
cost savings by avoiding unexpected repairs
enhances productivity in public service.
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Figure 10.27: Correlation of productivity in public service with operational and maintenance
spending
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e) Capital expenditure The low budget for capital expenditure can
have significant implications for infrastructure
development, asset acquisition, and other
long-term investments within the public sector
affecting the efficiency and effectiveness of
service delivery in public service.

National level

Therehasbeenalow share of capital expenditure
in the total government budget (Figure 10.28).

Figure 10.28: Capital expenditure spending, national level, 2013/14-2022/23
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County level

From the first government to second
government, there was a noticeable increase
in development budget across counties (Figure
10.29), with the highest development budgets
increase observed in non-ASAL counties (81
billion), followed by semi-arid counties (30-
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84%) (51 billion), semi-arid counties (10-29%)
(43 billion) and arid counties (12 billion) (Figure
10.29). Despite the increase in development
budgets, the actual development expenditure
in the second government period was lower
than the budgeted amounts for most counties,
indicating potential challenges in fully utilizing
allocated funds for development projects.

Figure 10.29: Development expenditure spending, county level
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With a positive correlation (Figure 10.30)
between the development expenditure and
labour productivity in the public service, this
indicate thatimproved development expenditure
is associated with increased labour productivity.
This suggests improved infrastructure and
facilities that make it easier for employees

to perform their duties efficiently, increased
access to education, healthcare facilities and
training opportunities that enhance employee
skills and knowledge, and better healthcare
services that contribute to a skilled, healthier
and more productive workforce thus enhancing
public service.
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Figure 10.30: Correlation of productivity in public service with development expenditure
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f) Pending bills

Pending bills refer to bills that have not been
paid by the government within the agreed
payment terms. The accumulation of pending
bills can have significant implications for the
productivity of public services and service
delivery at the national level. When bills
remain unpaid, suppliers and service providers
may face financial constraints, leading to

disruptions in the supply chain and potential
delays in the delivery of goods and services
to government agencies. This can result in
strained relationships with suppliers, reduced
trust in the government’s payment processes,
and ultimately impact the quality and timeliness

of services provided to the public. Moreover,
the presence of a high number of pending bills
can create financial uncertainty for businesses
and service providers, affecting their cash flow
and operational stability. This, in turn, may
lead to challenges in meeting their financial
obligations, investing in growth opportunities,
or maintaining consistent service levels. This
section covers pending bills at national and
county levels.

The increase in the value of pending bills from
Ksh 334 billion in 2019/20 to Ksh 568 billion in
2022/23 (Figure 10.31) indicates a concerning
trend of growing financial obligations that have
not been settled by the government.




ENHANCING PRODUCTIVITY IN THE PUBLIC SERVICE

Figure 10.31: Pending bills at the national level, 2019/20-2022/23
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At the county level, the increase in pending bills
from the first county government to the second
government showed a notable trend across
counties, with non-ASAL counties experiencing
the most significant rise, followed by semi-
arid counties with aridity indices of (30-84%)

Figure 10.32: Pending bills, county level

and (10-29%) (Figure 10.32). In contrast, arid
counties exhibited the smallest increase in
pending bills. This increase can be attributed to
various factors such as economic challenges,
administrative changes and higher project
implementation.

600

500

400

300

Billions

200

100

First government

M Arid counties B Semi-Arid counties(30-84%)

B Semi-Arid counties(10-29%)

542

Second government

M Non-ASAL counties

Data source: OCOB, County Governments Annual Budget Implementation Review Report, and

Author’s computation




KENYA ECONOMIC REPORT 2024

ENHANCING PRODUCTIVITY FOR SUSTAINED INCLUSIVE GROWTH

10.6 Public satisfaction with public
service delivery

Public satisfaction with public service delivery
is crucial for assessing the effectiveness of
government initiatives and programmes. This
section delves into key factors influencing
public satisfaction with public service delivery,
including creating an enabling environment
for business, promoting good governance
practices, and upholding national values.
These elements play a vital role in enhancing
productivity within the public service sector,
fostering transparency, accountability, and
efficiency in service delivery.

a) Creating an enabling environment for
business

Creating an enabling environment for business
is crucial for enhancing productivity in the public
service. By fostering a conducive atmosphere
for businesses to thrive, the government
can stimulate economic growth, attract
investments, and generate revenue that can be
channelled back into public service delivery. A
vibrant business environment not only boosts
the economy but also creates opportunities for
collaboration between the public and private
sectors, leading to innovation, efficiency, and
improved service delivery in the public sector.
This section highlights the status of creating
an enabling environment for businesses at the
national and county levels.

The Ease of Doing Business Index plays a
crucial role in evaluating the efficiency and
effectiveness of government regulations and
processes that influence businesses. The

Ease of Doing Business score for Kenya has

displayed a consistently positive trend, rising
from 56.0 per cent in 2012 to 73.2 per cent in
2020 (Figure 10.33). Kenya has enhanced its
business environment through various reforms
and policies. These include simplifying business
registration processes, improving access to
credit through credit information systems and
collateral registries, strengthening property
rights protection, investing in infrastructure
development to improve connectivity,
streamlining regulatory processes, facilitating
trade through customs procedures, and
enhancing investor protection mechanisms, for
instance, Public Offers Listing and Disclosures
Act and the Investor Compensation fund.

Rwanda emerges as a stand-out performer
among selected countries (Figure 10.33). It
has made significant strides toward business
registration through online registration and
the elimination of bureaucratic obstacles that
attract investors. Rwanda has heavily invested
in infrastructure to promote connectivity to
support business operations. The country has
a well-maintained road network, a modern
airport, a reliable power supply, and the Kigali
Innovation City, a technology park supporting
innovation and entrepreneurship. Rwanda has
committed to providing investors with a wide
business network by proactively embracing
investment and trade policies to support
foreign investment. Other initiatives that have
opened the country include agreements such
as the African Continental Free Trade Area
(AfCFTA). The Business Development Fund
and the Rwanda Development Bank are part of
a well-regulated and strong business financing
mechanism supporting business development
and growth.
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Figure 10.33: Ease of doing business scores in selected African countries, 2012-2022

80
75 —
./A/A
70 ® /
65 .\I/.\'/ ®
0 /
é)cg 60 / . o—
. f & — B
50 .’—. o .
45 0_0/
40
2012 2013 2014 2015 2016 2017 2018 2019 2020
em=Kenya e=m==Rwanda e=e==South Africa e=+==Ethiopia e=#=Tanzania e=e==Uganda

Data source: World Bank, 2023

The status of the County Business Environment
for Micro and Small Enterprises (MSEs) varies
across different counties (Figure 10.34). With
an average score of 29.3, the County Business
Environment for Micro and Small Enterprises
(MSEs) offers a comprehensive assessment
acrossvariousindicators such as self-regulation,
access to markets, crime and public security,
licensing and issuance of permits, access to
government procurement opportunities, and
more. Among the indicators making up County
Business Environment for Micro and Small
Enterprises (MSEs), the highest scores were
on self-regulation (74.2), access to markets
(71.2), crime and public (70.8), security, ease
of access to road infrastructure (70.5) while
the lowest scores were on patenting (0.62),
innovation (1.64) and Internet connection (3.94)
(Njenga, G., et al.,2022).

Out of the 47 counties, 18 counties have CBEM
2022 scores below the average level of 29.3,

while 29 counties exhibited scores above this
average. The counties of Samburu, Garissa,
Tharaka Nithi, Lamu, Marsabit, Isiolo, Meru,
Narok, Tana River, and Kitui were identified
among the bottom 10 counties with the lowest
CBEM scores. Conversely, Elgeyo Marakwet,
Busia, Embu, Laikipia, Kirinyaga, Trans Nzoia,
Nyeri, Kiambu, Nandi, and Nairobi counties
were among the top 10 counties with the
highest CBEM scores.

The disparities in CBEM scores among these
counties may be attributed to factors such as
worksite infrastructure, market conditions,
technical capacity, governance practices,
regulatory framework, financial inclusion, and
risk management. Counties with higher CBEM
scores have stronger scores in self-regulation,
access to markets, crime and public security,
licensing and issuance of permits, access to
government procurement opportunities and
more.
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Figure 10.34: The overall county business environment for MSEs score, 2022
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Apositive correlation between the CBEM scores  markets, crime and public security, licensing
and labour productivity in the public service and issuance of permits, access to government
(Figure 10.35) indicates that the delivery of procurement opportunities, and more tend to
public service is linked to CBEM. This suggests be associated with higher labour productivity in
higher scores in self-regulation, access to public service.

Figure 10.35: Correlation of productivity in public service with county business environment
for MSEs score
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b) National values

National values play a pivotal role in enhancing
productivity in the public service by shaping the
organizational culture, guiding behaviour and
fostering a sense of purpose and commitment
among employees. Embracing and upholding
national values within public institutions can
create a conducive work environment that
promotes efficiency, professionalism, and
service excellence.

During the second MTP (2013-2017) the
Government implemented the Public Service
Transformation Strategy aimed at creating
an efficient and effective public service with
moral and ethical standards and a highly
motivated human resource capacity for efficient
public service delivery. The strategy aimed to
address the global governance environment by
enhancing responsible citizenship and value-
based public service.

National level

The Global Peace Index (GPI) is used to
measure the status of national values. It serves
as a reflection of societal values by rating
the level of peacefulness among countries,

ENHANCING PRODUCTIVITY IN THE PUBLIC SERVICE

indicating a society’s commitment to harmony,
non-violence and cooperation. A higher GPI
score indicates a greater level of violence in
a country. This index is not only a measure of
peace but also an indicator of overall wellbeing
and productivity, as peaceful societies tend to
be more conducive to economic growth due to
the stability.

Kenya’s performance in the Global Peace Index
from 2017 to 2023 has shown fluctuations, with
slight improvements and deteriorations over the
years, with a score of 2.25 in 2023 as compared
to Rwanda’s 2.05 and Tanzania’s 2.05 (Figure
10.36). Notably, Kenya had consistently
improved in the global ranking from 129 to
117 out of 163 countries in 2017 and 2023,
respectively. Comparatively, Rwanda and
Tanzania have demonstrated more consistent
progress in peacefulness during this period,
attributed to proactive policies and initiatives
promoting social cohesion, conflict resolution
mechanisms, and investments in peacebuilding
efforts. These countries’ focus on sustainable
development, inclusive governance, and
community engagement has likely contributed
to their better performance in maintaining
peace and stability.
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Figure 10.36: The Global Peace Index (GPI) scores in selected African countries, 2017-2023
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The county value systems programme is also
aimed at infusing national values within counties
by building harmony and cohesion in all the 47
counties. The programme aims to promote in-
county unity by aligning the devolved units to
the country’s guiding principles.

Diversity regarding ethnicity in public service
is a barometer of values since it shows a
dedication to justice, equity, and respect for
every person, ho matter what their background.
A county’s commitment to accepting diversity
and advancing a society in which all people
have equal opportunities and representation is
demonstrated by its efforts to promote diversity
and inclusion in the public service workforce.
The commitment to inclusivity shows a value
system that ideals diversity, equity, and the
recognition of the unique contributions that
individuals from various backgrounds bring to
the table.

In Kenya, only 13 counties have complied
with the constitutional threshold on ethnic
diversity and inclusivity in employment as per
the audit report by the National Cohesion and

Integration Commission (NCIC) on the ethnic
and diversity of county public service (2023).
Nairobi, Mombasa, Nakuru, Busia, Embu,
Lamu, Marsabit, Isiolo, Tharaka Nithi, Taita
Taveta, Narok, Tana River, and Trans Nzoia
are among these counties. By hiring more than
70 per cent of members of the majority ethnic
group for county public service, 34 out of 47
counties violated the County Government Act
(2012) section 65(1) (e) which requires that the
county boards ensure that 30 per cent of entry-
level vacancies are filled by candidates that are
not from the dominant ethnic community in the
county.

10.7 Key Messages and
Recommendations

10.7.1 Key messages

1. The introduction of a devolved system

of government in 2013 significantly
transformed the country’s public service
landscape by decentralizing functions to
the county level, prompting adjustments
in employment practices. Counties were
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compelled to enlarge their workforce to
effectively manage devolved functions.
Nevertheless, freezes on public service
recruitment during 2014-2016 and
2018-2020, coupled with the disruptions
caused by the COVID-19 pandemic,
disrupted labour force dynamics. The
varying experiences among counties
highlight the critical role of strategic
policies, infrastructure and human
capital investments, and governance
reforms in stimulating productivity
and economic development. Counties
with larger populations and urban
centres face heightened demands for
public services, leading to a greater
contribution of public administration to
Gross County Product (GCP).

There exists an increase in national
productivity, but significant disparities
exist across counties, indicating the
importance of targeted interventions.
Policies need to focus on factors
such as access to technology,
quality of personnel, infrastructure
development, and governance
practices to address these disparities.
Additionally, improvements in human
capital development, economic and
fiscal management, transparency, and
accountability are crucial for enhancing
productivity in the public sector.

Improving public service delivery
requires a multifaceted approach
involving capacity building,
performance management contracting,
technology integration, and the
establishment of oversight bodies.
These interventions aim to enhance
the skills and competencies of public
servants, promote accountability and
transparency, and leverage technology
for efficient service delivery. Despite
progress, challenges such as low
training programme uptake and
implementation gaps in performance

management remain. Addressing these
challenges is crucial for achieving the
government’s goal of providing high-
quality services to the public.

While the country has demonstrated
efficiency in revenue mobilization and
equitable use of public resources,
the quality of budgetary and financial
management practices has declined.
Despite steady growth in revenue
collection, there have been shortfalls in
meeting set targets, leading to potential
budget constraints that affect the
government’s ability to fund essential
services and projects efficiently.
Allocated budgets for wages and
salaries have consistently remained
significantly below the stipulated ceiling
of 35 percent. Thereis also anotable gap
between planned recurrent expenditure
and actual allocated amounts to
operations and maintenance. This
leads to a low share of operational
and maintenance spending in the total
government budget. In addition, there
is a low share of capital expenditure
in the total government budget, which
can have significant implications for
infrastructure development and long-
term investments. The accumulation of
pending bills at both national and county
levels indicates a concerning trend of
growing financial obligations that have
not been settled by the government,
potentially impacting the quality and
timeliness of services provided.

Public satisfaction with public service
delivery is influenced by creating a
favourable environment for businesses,
promoting  national values, and
upholding good governance practices.
Improving the business environment,
embracing diversity, and ensuring
ethical standards in the public service
are crucial for enhancing productivity
and service delivery.
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10.7.2 Policy recommendations

1.

Establish a coordinated and strategic
approach to capacity building and
human resource management across
all levels of government. This should
involve the development of standardized
training programmes tailored to the
specific needs of the national and
county governments, ensuring that
public servants are equipped with
the necessary skills and knowledge
to deliver services effectively. In
addition, efforts should be made to
streamline recruitment processes, offer
competitive salaries and benefits, and
implement performance management
systems to enhance accountability and
performance.

comprehensive approach to enhance
public service delivery. This includes
expanding training programmes to
improve the skills of public servants,
streamlining performance management
contracting to align with organizational
goals, leveraging technology

for  digitization and  automation,
strengthening oversight bodies for
monitoring and enforcement, and

promoting e-participation for increased
citizen engagement.  Coordination
among government, civil society, and
stakeholders is essential for effective
implementation, leading to improved
accountability, transparency, and
service quality.

Strengthen budgetary and financial
management practices at both national
and county levels in Kenya. This
involves improving revenue collection
strategies, enhancing budget execution
and financial management practices,
ensuring compliance with the 35 per
cent ceiling for wages and salaries
spending, increasing allocation to
operations and maintenance, prioritizing
capital expenditure, and addressing the
accumulation of pending bills. These

2. Implement  targeted interventions recommendations aim to enhance
that focus on enhancing the quality the quality of budgetary and financial
of personnel by improving access to management  practices, ultimately
technology, investing in infrastructure improving public service productivity
development, and strengthening and service delivery in Kenya.
governance practices. In addition, there
is a need to improve human capital There is a need to focus on creating an
development, enhance  economic enabling environment for businesses,
and fiscal management, and promote promoting  national values, and
transparency and accountability. These upholding good governance practices.
measures can help create an enabling This can be achieved by implementing
environment for enhanced productivity reforms to simplify business registration
and efficiency in public service delivery. processes, improving access to credit,

strengthening property rights protection,

3. The government needs to prioritize a and investing in infrastructure

development.  Additionally,  efforts
should be made to promote diversity
and inclusivity in the public service,
ensure ethical standards, and enhance
conflict resolution mechanisms. These
measures can help improve public
satisfaction with service delivery and
enhance productivity within the public
sector.




CHAPTER
LEVERAGING DIGITALIZATION
TO INCREASE PRODUCTIVITY 1 1
IN THE INFORMAL ECONOMY

The informal economy contributes over 83 per cent of total employment
and only 3.2 per cent of value added to the economy. Establishments
using digital tools such as mobile for business, mobile money platforms,
computers, and websites in production, processing, and marketing are
regarded as digitalized. Consequently, the high level of digitalization is
associated with high labour productivity. Digitalization levels dependent
on factors such as digital skills, digital literacy levels, cost of digital tools
such as smartphones and computers, and digital infrastructure development
such as Internet and electricity connectivity. To support digital business,
the government is building digital hubs in all 290 constituencies to provide
free WIFI that will enhance the uptake of online business. The government
also plans to build 100,000 kilometres of optic fibre to accelerate Internet
connectivity. Infrastructure development such as the Internet and electricity
connection support the adoption of digital tools, which enhances productivity.
the government is also supporting informal businesses to develop digital
Skills through programmes such as Ajira and Jitume. The use of digital tools
offers opportunities for improving operational efficiency, expanding market
reach, and accessing financial services. To enhance the digitalization of the
informal sector, the government needs to expand its investment in digital
Skills and digital literacy development programmes that target the population
in rural and underserved areas as well as underserved sectors such as
the MSMEs including by expanding the scope of the universal service
fund. Furthermore, the government needs to enhance the affordability,
accessibility, and competitiveness of digital infrastructure by fast-tracking the
implementation of its programmes on Internet connectivity, broadband fibre,
and electricity connectivity in different parts of the country. Also ensuring
the county aggregation industrial parks are adequately equipped with such
infrastructure. Lastly, the government needs to accelerate the production of
locally produced digital tools such as mobile phones to increase the supply of
affordable and quality tools. It can do this by subsidizing costs and providing
incentives for digital investments in the country.

11.1 Introduction transformed optimizing operations, enhancing
customer experiences, and unlocking new

everaging digitalization to increase opportunities for businesses. The informal
productivity in the informal economy economy accounted for approximately 85 per

holds immense potential for driving cent of all new jobs created in 2023 (KNBS
economic growth, improving livelihoods, 2024), which demonstrates the significant role

and fostering inclusive development. Through played by informal businesses in providing
digitalization, economic activites such as livelihood opportunities for a large portion of the
production, processing, and marketing are population. However, the sector is characterized
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by low productivity as it accounts for 10.4
per cent of MSME gross value added and
contributes 3.2 per cent to the whole economy,
KNBS (2016). This is attributed to factors such
as limited access to resources such as credit,
low level of technology, small-scale operations,
and low level of skills.

Integrating digital technologies into the
operations of informal businesses can lead
to substantial improvements in productivity.
Digitalization =~ can  streamline  business
processes and automate tasks and workflows.
For instance, adopting digital payment
systems can facilitate quicker and more secure
transactions, eliminating the reliance on cash
and reducing the risk of financial losses.
Additionally, digital record-keeping systems
can improve data management and enable
businesses to track sales, expenses, and
inventory more accurately. Digital platforms
are also transforming the informal sector by
offering quality services and access to work
opportunities. Job seekers can also register
their profiles on digital platforms such as
Ajira and Fundi (KEPSA, 2023). The sector is
embracing digital platforms that are coming
up and offering digital services. Consequently,
big businesses and startups are creating an
enabling environment and digital channels
that enable informal business owners to gain
access to data and services they typically would
not access as an unregistered business. This
provides a new path for collaboration between
big and small informal businesses.

Digital transformation in the informal sector
requires the joint efforts of the government,
private sector, and enterprises (Raisanen and
Tuovinen, 2020). The Government plays a role
in promoting the digital processing of informal
businesses and enabling digital transformation
by raising digital transformation awareness,
increasing labour-power competence,
providing technical and financial support, and
strengtheningdatacommunicationinfrastructure
(Mukaila Ayanda and Sidikat Laraba, 2011).
This creates an enabling environment for
other actors to work and contribute to the

transformation. The private sector also plays a
critical role in the digitalization of the informal
sector. As demonstrated by the case of
Safaricom, which is a giant tech company that
has introduced a pricing model for 4G phones
where one acquires the phone and pays for as
low as Ksh 20 per day until one finishes the
payments, and one owns the phone fully. This
has enabled the informal sector players who are
low-income earners to be able to access digital
phones, which contribute to the digitalization of
the sector.

The government is partnering with international
organizations to mobilize resources to
support digital transformation in the country.
Recently, Kenya received grants to support the
development of the digital economy in Kenya
through a project funded by the World Bank in
support of digitalization of the economy. Phase
one runs from 2023-2028 and the second
phase ends in 2030. The grant is supporting
digital infrastructure and services, therefore,
supporting Kenya’s digital economy growth by
increasing access to high-speed Internet for
government, industries, and individuals. The
other area to be supported is investing in digital
government services and policies needed to
transform government operations. Additionally,
the grants aim to support and equip young
Kenyans with digital skills and empower them
to be able to compete in the international job
markets. Most of the young people targeted
are found in the informal sector. Therefore, the
project will contribute to building digital skills for
them, which is one of the challenges hindering
transformation in the sector.

Vision 2030 supports digitalization as it outlines
the use of technology and innovations to
support different sectors to spur growth and
industrialization including the informal sector.
Furthermore, it stresses the importance of the
development of the informal sector in attaining
the goal of industrialization. The National ICT
Policy, 2019, is the other framework supporting
digitalization. It outlines the ICT development
goals and creates a framework for their timely
realization. The objective of the policy is among
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other things to give every Kenyan access to
reliable, affordable, high-speed broadband
connectivity. It also aims to give the interests
of the private sector top priority to foster
entrepreneurship, innovation, investment, and
growth. In addition, the policy aims to leverage
ICT to promote sustainable development,
accelerate human development, bridge the
digital divide, and develop a knowledgeable
society.

In Africa, Kenya is ranked 5" behind South
Africa, Morocco, Algeria, and Egypt by the
Huawei Global Connectivity Index in terms of its

preparedness. However, Kenya’s connectivity
is concentrated in urban areas with rural areas
being disadvantaged due to low investment in
digital infrastructure, affordability of devices
and data bundles, digital illiteracy, and poor
access to spectrum. Currently, Kenya has
six (6) submarine fibre cables connecting it
to the world. Peace cable, DARE1 (Djibouti
Africa Regional Express 1), TEAMS (The East
African Marine System), EASSy (East African
Submarine Cable System) and Lion2. In 2023,
total mobile Internet subscriptions in the country
was 47.96 million out of which 67.1 per cent
were for mobile broadband (Figure 11.1).

Figure 11:1 Internet connectivity in Kenya, 2023
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This chapter explores the role of digitalization in
increasing productivity in the informal economy.
It looks at the characteristics of the firms in
the informal sector and identifies the digital
tools, digital infrastructure, digital skills; digital
services; government policy, and support for
digitalization. The chapter attempts to examine
empirically the implications of digitalization
on labour productivity and provides policy
recommendations.

11.2 Overview of Informal Economy

Understanding the informal economy is crucial
as it gives a glimpse of its characteristics and

operations. This section gives an overview of the
informal economy including the firms and their
activities and labour market characteristics.

(@) Registration status of firms

The informal sector is characterized by small
firms, which are generally unregistered
and unregulated by the government. These
enterprises are mainly owned by families on
small-scale, rely on indigenous resources
such as readily available resources, labour
intensive technology, and find themselves
in a competitive market. There are over 5.9
million unlicensed establishments countrywide,
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an indication of a growing informal economy
(KNBS, 2016). The largest proportion of the
informal establishments, 40.6 per cent, operate
in open places, 24.8 in temporary structures,
and 13.8 per cent in permanent structures as
shown in Figure 11.2 (KNBS, 2016). This type

of locational site has significant implications on
the approach to be adopted in the provision of
essential infrastructure to facilitate digitization
of the informal firms. The location of enterprises
within the sector is influenced by the nature of
the economic activities they engage in.

Figure 11.2: Type of informal establishments operating structure, 2016

Others

Vehicle

No structure

Temporary structures

Type of Structure

Semi permanent

40.6

Permanent
0 5 10 15 20 25 30 35 40 45
Percent
Data source: MSME, 2016
Establishments in the informal sector use b) Informal sector labour participation
various forms of ICT such as mobile phones,
tablets, computers, cameras, fax, cameras, The sector remains the main source of

radios, television sets, photocopiers, and
printers. Computers are mainly used for
scanning (0.4%), printing (16.0 per cent), data
storage (19.0 %), data processing (2.1%) and
Internet services (60.0%). The use of these
digital tools and services are used at different
levels across sectors as discussed in (Figure
11.8). The low broadband Internet connection
across counties and high connection charges
may be attributed to low adoption of these
technologies CBEM, (2022).

employment in Kenya (Figure 11.3) contributing
about 83.4 per cent of the employed population.
The employment rate in this sector rose by 4.6
per cent, which translated to 16 million jobs in
2022 (KNBS 2023). Of these, 58.6 per cent were
own workers while 16.5 were paid employees.
Terms of engagement for those employed
include those regularly paid, casuals, family
workers, and apprentices. Those engaged
in this category include second-hand clothes
dealers, hawkers, dressmakers, housekeepers,
security guards, and carpenters. Their skill
profile, years of schooling, and experience
influence their earnings and level of income.
Some of the challenges they face are low levels
of skills and constraints from getting credit
facilities due to informality, therefore, affecting
their productivity.
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Figure 11.3: Employment contribution by sector (2017-2022) (%)
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c) Informal activities across sectors (19%) (Figure 11.4) A majority of the informal

enterprises are in the service sector operating
Activities within the informal sector are in wholesale and retail trade, motorcycles, and
concentrated around manufacturing (20%), repair of motor vehicles. Many businesses
wholesale and retail (58%), transport and within the accommodation and food service are
communication (3.0%), construction (3.0%), small restaurants selling food and beverages.
community (12%), social and personal services

Figure 11.4: Persons engaged in the informal sector by activity, 2017-2022
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d) Innovation in the informal sector

Informal firms engage in product, process, and
marketing innovations. Innovation levels in the
informal sector are low with less than 10 per
cent of enterprises having reported that they

have introduced new marketing methods, new
products, or new production techniques. Most
of the innovative firms engaged in product
innovation, with 7.0 per cent in the informal and
15 per cent in the formal sector.

Table 11.1: Distribution of innovative firms in the informal and formal sectors

Type of Innovations Total
Product Process Marketing Innovative Firms Non-innovative Firms Total Firms
Informal | 1,3144 (7) 487 (3) 697 (4) 2,498 (14) 15,397 (86) 17,895 (100)
Formal 925 (15) 437 (7) 601 (10) 1,963 (31) 4,306 (69) 6,269 (100)

Data source: KNBS MSME Survey, 2016

e) Education levels for participants in
the informal market

Education influences the level of innovation
within the sector. Firms whose employees/
owner(s) have high education levels tend to
be more innovative. The informal sector is
known to have low educational levels among its
players. Those with primary education (39.7%),
secondary education (19.0%), certificate
(8.7%), diploma (3.9%), degree (1.2%), and
none (31.4%). Comparing education levels and
innovation, the analysis presented in Table 11.2

shows that a higher percentage of innovative
firms have owners whose highest level of
education is secondary education - product
innovation (41%), process innovation (38%),
and marketing innovation (41%).

Micro and medium enterprises are the least
adopters of innovation compared to small
enterprises. An inspection of the innovation
rigidity levels reveals that informal micro and
medium enterprises are more rigid to innovation
than small informal enterprises.

Table 11.2: Owners’ highest level of education achieved (%)

Product Innovation

Process Innovation Marketing Innovation

None 1 1 2
Primary 23 25 22
Sercondary 41 38 41
Vocational, Polytechnic or College 24 24 22
University 10 10 11
Total 100 100 100

Data source: KNBS MSME Survey, 2016

Training for the informal sector is crucial
in sharpening or enabling them to acquire
new skills. In assessing the extent to which
MSEs participated, in training and in which
areas, 50.66 per cent indicated that they had
undertaken training in the last three years in

financial management (25.6%), technical skills
(24.92%), market access (15.53%), climate
change (2.92%), post-harvest management
(5.07%), business advisory (17.23%), and
technical skills (8.61%), (CBEM, 2022).
Additionally, during the COVID-19 pandemic,
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about 6.4 per cent underwent training to
understand ways to innovate to survive during
the pandemic.

11.3 Government Intervention in the
Digital Economy

The Digital Economy Blueprint (2019) is a
framework that seeks to drive the country
towards the realization of a successful and
sustainable digital economy. It is guided
by pillars that drive digital economy growth
including digital government, digital business,
infrastructure, innovation-driven, and digital
skills. These pillars are discussed in this section
to understand how the governmentis supporting
the informal sector for digital transformation.

a) Digital business

The pillar aims to develop a robust digital
market characterized by advanced consumer
protection, fair competition, resilient data
infrastructure, increased quality of financial
inclusion, and greater regional integration. It
has three focus areas namely: digital financial
services, digital content, and digital trade.
Integrating ICT in business processes has
proven to be a critical solution to survival
of enterprises during uncertainties. For
this to happen, businesses need to remain
interconnected among themselves, with their
customers, and with the government.

The government plans to build ICT hubs in all
wards in the 290 constituencies. The project is
at the inception stage with a pilot being done
in Limuru. The objective of the project is to
support entrepreneurs access free Wi-Fi. It
will also enhance awareness and uptake of
online platforms for employment and business
opportunities. This will help accelerate the
adoption of digital technologies providing

an avenue for accessing critical business
information and training resources among the
youths and women in the informal economy. In
the distribution of informal employment within
the informal sector, 53.1 per cent of women are
owners and operators of informal businesses in

Kenya (ISSOS, 2020). Additionally, the youths
(below 18-34 years) who are owners of the
businesses are at 53.1 per cent. This shows the
crucial role the two groups play in ensuring the
development and growth of the sector.

The government is also supporting women
through a programme referred to as
‘AjiraForShe’ Apprenticeship Programme that
is being implemented by eMobilis, a partner for
Ajira Digital. Young women are being trained
to acquire digital skills that prepare them for
the labour market. The programme objective
is to build opportunities for young women in
Kenya in the digital economy by enabling them
to take up digitally enabled work opportunities
and engage in digital entrepreneurship space.
The women-owned businesses tend to be
smaller in scale and struggle since they have
limited access to financial support. Therefore,
engaging in such training programmes, enable
them to be well-connected and linked to such
crucial opportunities. The participants can
build their skills in financial record keeping,
purchasing, and business management. These
skills are crucial in running their businesses
and allowing women to take their space thus
reducing the digital divide among women who
have historically been imbalanced in the digital
space.

Online platforms and mobile applications can
offer entrepreneurs in the informal economy
valuable insights into market trends, pricing
strategies, and customer preferences. Digital
technologies can enable owners of informal
enterprises and their workers not only to earn
but also to gain access to improved inputs
and larger markets, obtain adequate capital
and credit, and reduce transaction risk in the
day-to-day running of their activities (Aker
2008; Aker and Mbithi 2010; Choi et al. 2020;
Ongori and Migiro 2010). Some of these online
platforms include MESH, which is a platform
for informal businesses and has more than
150,000 members. It has a programme that
equips young entrepreneurs with digital, and
financial skills and market participation enabling
them to build resilient businesses positioned
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for growth. It allows young people access to
tailored business tools, peer networks, and
mentorship, which allows them to participate
in formal business. Uhuru Market is another
online platform named after the market that is
allowing the informal sector to sell their wares
online. This initiative saves time for buyers and
it is flexible.

b) Digital infrastructure
The goal of the pillar is to achieve affordable,
accessible, reliable infrastructure for an

inclusive digital economy. Infrastructure is
identified as an enabler of the digital economy.
The focus areas under the infrastructure pillar
are broadband, infrastructure, connectivity that
is reliable, affordable, and secure, management
of digital assets; payment systems; and data
centres. Internet connectivity is not universal in
different parts of the country, which slows down
digitalization.

The Government under the Bottom-up
Economic Transformation Agenda is targeting
to build the Digital Superhighway. This is part
of the government’s efforts to strengthen the
digital economy and ensure inclusivity. The
objective of the programme is to strengthen the
ICT backbone by increasing the fibre network
across the country, reducing the cost of Internet
connectivity, enhancing e- government services,

and automating VAT systems to enhance
revenue. This will involve the installation of 100,
000km of fibre cable which is expected to create
25,000 Wi-Fi hotspots available to the public. It
will target 1450 wards and will be distributed in
market areas. Currently, within Nairobi County,
there are 17 hotspots located in City Market and
Muthurwa. The informal sector will benefit from
such initiatives as they are distributed across
the country.

Internet connectivity is critical for informal
businesses as it allows access to markets.
Connectivity across counties indicates Vihiga
leading at 12.6 per cent and Baringo lowest
at 0.6 per cent (Figure 11.5). The challenges
faced in Internet connectivity are attributed
to low broadband Internet connection to the
worksites across counties, a poor network
connection to support Internet (9.5%), high
connectivity charges (17.28%), lack of Internet
infrastructure (17.39%), lack of awareness and
importance of Internet (10.10%) (CBEM, 2022).
The average score for the connection was 3.94
(CBEM, 2022). This implies only three (3) in
every 10 MSMEs indicated to be using phone
and modem Internet.

The informal sector still lags in terms of
broadband  connectivity, poor Internet
penetration rate, and data centres for data
processing, which then affects the rate of
technology adoption.

Figure 11.5: Internet connectivity across counties informal sector (%), 2022
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Access to electricity is important for digitalization
in the informal sector because of its foundational
role in enabling the adoption and utilization of
digital technologies and services. Assessment
of connection in the informal establishment’s
worksites across counties shows Isiolo and
Baringo counties at 59.2 and 55.6 per cent,
respectively (CBEM, 2022). Garissa County
had the lowest proportion of electricity

connection at 6.6 per cent (Figure 11.6).
The proportion of establishments accessing
electricity was based on the average electricity
bill, procedures undertaken to access electricity
within a worksite, time taken to be connected,
the official cost of connecting electricity to the
worksite, and the number of power outages
experienced in a month.

Figure 11.6: Electricity connection across counties informal sector (%), 2022
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c) Digital skills

The goal is to develop a digitally skilled
workforce that is grounded on sound ethical
practices and socio-cultural values. Digital skill
use at work is essential, and includes computer
use skills and specialist ICT skills, such as
those of programmers (OECD, 2019). Firms
may also need to reorganize their business
models around intangible assets to seize their
productivity potential (Haskel and Westlake,
2019; Brynjolfsson et al., 2007). Skills and
training are essential in boosting the use of digital
tools within the informal sector. Establishments
within the informal sector reported to have
received in the last six (6) years training on
management, technical advice, marketing,
information and communication technology
(ICT), consultancy, business, and finance.

The government launched the Ajira programme
in 2018, which is an initiative that aims at
boosting employment among the youth through
online digital jobs. Participants are trained
in online marketing, data entry, and content
creation which empowers them, and can start
earning a living by accessing Internet through
mobile or computer devices. This initiative can
help bridge the digital divide gap as the sector
suffers from low digital literacy and inadequate
digital skills leading to a low level of digitalization
adoption. Lack of requisite skills, therefore,
makes it difficult to use digital tools.

The Kenya Institute of Curriculum Development
approved the teaching of coding in schools
in 2022 and the goal was to train 42,000
teachers to deliver the lessons. Additionally,
mainstreaming of KICD approved lessons
seeks to equip learners with essential skills
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to thrive in a digital economy. Impacting a
generation with such skills will help the country
achieve digital economic growth. In addition,
Konza Technopolis Development Authority
is collaborating with Technical Vocational
Education and Training (TVETSs) institutions
to implement Jitume, an initiative that aims at
providing the youth with access to Digital skills,
digital services, and opportunities to enable
them to take advantage of technology for job
creation.

Most activities within informal businesses
require basic digital skills. This level of skills
provides a foundation for ICT technologies.
Participants learn to operate the keyboards,
download applications, and create documents,
completing basic online transactions such as
sending and receiving emails, making Internet
searches, and filing forms. Further training will
help them enhance their skills to intermediate
and advanced levels increasing work efficiency.

11.4 Digitalization in the Informal Sector

Digital technologies play a significant role
in increasing productivity in the informal

sector. Diffusion of technologies is embraced
differently in the informal sector, which is
influenced by factors such as essential
infrastructure (electricity, Internet, and fibre
connectivity); communication channels used

to share information about digitalization; and
social systems that the firms find themselves in.
The informal sector’s level of digitization is still
low and some of the establishments that are
digitalized use digital tools such as computers
and mobile for money and online platforms
such as mobile money, computers, websites,
and business phones.

Although the level of penetration of digital
technologies is low, some sectors are already
utilizing technology to increase productivity.
The use of mobile money was high in the
construction sector at 66.7 per cent and lowest
in agriculture at 32.8 per cent. Use of mobile
phones for business was high in construction
at 77.8 per cent and agriculture at 36.6 per
cent (Figure 11.7). Official use of computers
was high in accommodation at 11.7 per cent
and active website ownership was high in
accommodation at 3.6 per cent and low in
the transportation sector at 2.0 per cent. Most
informal sector enterprises and operators such
as second-hand clothes dealers, hawkers,
dressmakers, housekeepers, security, and
carpenters use simple technologies and are yet
to fully embrace digitalization except for the use
of mobile phones. Access to computer-based
technologies remains low, which is attributed to
the low level of digital skills among the informal
sectors.
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Figure 11.7: Use of digital tools by sector, 2016
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The Ajira Digital Programme is a digital platform
partnering with other digital applications to
register skilled workers. One such application is
Fundis, which is a mobile application platform
that enables businesses and homes to find and
hire professionals for maintenance, repairs,
large projects, and other construction services.
(KEPSA,2023). Once those talented and have
certifications in their fields are registered, they
undergo theoretical, practical, and soft skills
assessment before onboarding. This initiative
has helped transform the sector by eliminating
high risks of poor quality and projects left
incomplete. Other onboarded professions
in the platform include plumbing, masonry,
carpentry, glasswork, welding, painting, tiling,
and electricians. The platform has already
onboarded 300 fundis from 11 areas (Nakuru,
Mombasa, Coastal regions, Machakos, Eldoret,

Nyeri, Nairobi, and enviros) and 83 fundis have
earned digitized wages. Other professionals
such as second-hand clothes dealers,
dressmakers, and housekeepers advertise their
products and services through online platforms
such as Facebook, Instagram, and Tiktok. That
is why it is essential to ensure such businesses
are connected to affordable infrastructure such
as electricity and the Internet.

Additionally, technological advice received by
establishments is important in influencing the
adoption of digitalization. Figure 11.8 shows the
percentage distribution of the establishments by
source of technological advice applied. About
83.42 per cent of the establishments did not
indicate receiving any technological advice. For
those who received advice, the main sources
were MSME, salesmen, and publications.
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Figure 11.8: Source of technological advice (%), 2016
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The digital revolution has spurred the
development of a small but rapidly growing
digital sector, with innovative entrepreneurs
launching new digitally enabled services while
creating 21st-century jobs. More significantly,
digital technologies are gradually driving
productivity gains in traditional industries
through value addition in business processes
(Kenya Economy Blueprint, 2019). Online
marketplaces and e-commerce platforms are
being enabled in the informal sector by the
use of computers, mobile phone use, and
Internet access. Online shopping companies
such as Jumia, Kilimall, and other platforms
do business through websites, Facebook,
Instagram, and TikTok. Although these are
formal enterprises, informal businesses can
learn from them. Traders can reach online
customers through online shopping platforms
and deliver their purchased products to them.
This in turn generates increased opportunities
for people in the informal sector as they join the
distribution sector and benefit from door-to-door
delivery services (World Bank, 2019). Overall,
digitalization in this ecosystem is improving
market transparency, enhancing enterprise
productivity, and enabling efficient logistics.

The onset of lockdown and restrictions on
movements as a result of the COVID-19
pandemic impacted the informal sector as
many people were laid off. The supply chains
were disrupted thus affecting the livelihood of

workers within the informal sector. To adapt
to these changes and build resilience, many
businesses had to leverage digitalization and
do business online. This enabled the informal
sector to access new markets by integrating
digital tools and developing digital marketplaces
for informal businesses and traders to continue
to sell their goods and services and connect
them with existing and new clients (UNDP,
2023), therefore, increasing the level of
adoption within the informal sector.

The high cost of digital tools such as basic
phones and mobile data plans are often out
of their reach, which limits the workforce in
the informal economy’s ability to adopt new
technology. Therefore, the informal sector
workers end up sticking to manual processes
instead of incorporating technology into their
operations. Figure 11.9 gives further reasons
why the informal sector was not able to
adopt digital tools in their business. The main
contributing factors for low technology adoption
were cost, lack of electricity and some informal
sector entities indicated they did not require to
use ICT in their businesses; and the latter could
apply to open-air businesses. Further, Figure
11.10 shows reasons firms are not using ICT
across sectors. For the wholesale and retail
sector which forms the majority of the informal
sector, they gave the following reasons; lack of
knowledge (78.13%), not needed (82.22%), no
electricity (71.23%), not accessible (81.40%),
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too costly (83.06%) and their main reason for

electricity is the main reason for not using ICT.

not using is the cost, which is a factor hindering  Electricity is an enabler of digitalization, and it

adoption to digitalization. In agriculture,

is necessary to drive adoption in the sector.

Figure 11.9: Main reason the business does not use ICT (%), 2016
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Figure 11.10: Establishments’ reasons for not using ICT (%), 2016
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Furthermore, the fear of data breaches can
make small businesses reluctant to embrace
digital technologies, as they may see them as
a risk to their operations and reputation. Small
businesses in the informal sector may not
have the resources or expertise to protect their

data from cyber threats, which can make them
vulnerable to hacking, data breaches, and other
forms of cybercrime. This can be particularly
challenging in a context where there is limited
regulation and enforcement of data protection
laws.
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11.5 Digitalization and Labour

Productivity
Digitization in the informal economy has
an impact on labour productivity through

production, marketing, and operations. In
production, it can streamline processes, and
automate tasks leading to increased output. It
can also enable market access through online
platforms such as e-commerce, which leads
to increased sales. In marketing, businesses
can use digital platforms to showcase their
goods and services, therefore, increasing their
visibility, increased sales leading to productivity.
Operations within informal businesses are
improved and better decision-making achieved
as digital tools can be used to collect data
and analyse market trends. The identified
digital tools being used include mobile money
payments, the use of official computers, mobile
for business, and websites. Use of these tools
within the informal sector include:

o Mobile phone - applicable in marketing,
sales, and customer service, financial
communication, advertising, financial
transactions;

o Mobile money platform - this is used to
make digital transactions, payments, and
financial management by business easier
and efficient;

0 Active website - this is enabled by electricity
and the Internet and is widely used in
marketing and sales. Provides information
on products and services as it serves as an
online storefront facilitating sales; and

o Computer for Business - used for a variety
of functions such as data analysis, design,
financial management, and administrative
tasks.

11.5.1 Productivity levels in the informal
sector

Most of the activities in this sector suffer from
low productivity. This means that workers
get low value for the input invested into their
businesses. Assessment of the average labour
productivity across sectors shows services
leading at Ksh 11,953.5, agriculture at Ksh
10,503.7, and industry at Ksh 8,917.4. Further,
when measured in terms of average labour
productivity among the MSEs, Micro was at
Ksh 6095.4, Small at Ksh 11490.8, and Medium
at Ksh 11818.1. This shows that medium-sized
enterprises have more labour productivity
compared to micro and small enterprises.

Income earnings in the enterprises influence
the wages being paid to their employees.
Consequently, the monthly wage paid by
informal enterprises is below the recommended
minimum wage. Thus, most skilled, and non-
skilled informal workers earn below the 2016
statutory minimum wage rate for a labourer of
Ksh17,200.3, Ksh 15,979.5 and Ksh 13,592.7
for cities, former municipalities, and other cities,
respectively (KNBS, 2016). Additionally, Table
11.3 shows workers within the informal sector
earn below minimum wage, which was 82 per
centcompared to their counterparts in the formal
sector at 65 per cent (KNBS 2016). However, in
2022, there has been a gradual increase such
that cities wages were Ksh 23868, Ksh 22174,
and Ksh 18862 for former municipalities and
other cities, respectively.

Table 11.3: Minimum wage earning within formal and informal sector rates (2016)

Sector Formal Informal
Below minimum wage 65 82
Above minimum wage 35 18

304
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The location of the businesses influences the
level of productivity such that those in market
stalls average labour productivity was Ksh
15,880, open markets Ksh 13054 and for Jua
kali sheds at Ksh 4929. This shows that those
in stalls were more productive than those in

open markets and Jua kali sheds which are
temporary structures. In terms of those doing
innovation, those doing product innovation had
slightly higher labour productivity at Ksh 11,771
compared to those doing process innovation at
Ksh 11,768.

Box 11.1 Innovation Diffusion Theory

In understanding digitalization within the informal economy, the Diffusion of Innovations Theory framework by E.M
Rogers 1962 has been adopted. This is one of the most popular frameworks which elaborates how new ideas are ad-
opted in a society. Rogers describes innovation as an idea or projectthat is perceived as new by an individual adopter
or other units of adoption. Although an idea may have been invented a long time ago, those who have not adopted
still perceive it as new. Rogers argues that the uptake of these ideas (technology) is determined by elements such
as communication channels used to pass information, the prevailing social system, technology, the individual charac-
teristics of the potential adopters and finally influenced by innovation itself. In the informal sector, some technologies
adopted include mobile money, mobile for business, websites, and computers.

Communication Channels - Communication is a process by which participants share information. This information
sharing occurs between channels and sources. The source of the information may be an individual or an institution
and the channel is the means that the message goes through to reach the receiver. Diffusion occurs when we have

innovation, units of adoption, two individuals, and a communication channel. The communication system is classified
into mass media and interpersonal channels. Mass media spreads information at a faster rate than interpersonal
channels. These channels may include TV, radio, newspapers, and others. In the context of the informal sector in
Kenya, information on digitalization is crucial as it creates awareness of the need to adopt digitalization and incorpo-
rate it in the business operations. The informal sector received information on technology through publications (3.8%),
salesman (4.3%), non-MSME (1.1% ), MSME (4.9%), NGO (0.6%), research (0.9%), and government (1.0%).

The social system is defined as a set of units that are interrelated and have a defined structure. Since the diffusion
of innovations takes place in the social system, individuals within the system who are the adopters need to embrace
the change. Rogers claims that the nature of the system affects an individual’s innovativeness. In the context of the
informal sector, the gender of the owner, the age of the business, and the sectors are factors making up the social
system. These factors influence the adoption of digitalization within the informal sector.
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Box 11.2: Factors influencing labour productivity

In determining how digitalization affects productivity, an estimation was done using the MSME 2016 survey data.
Labour productivity, which is the dependent variable was measured in terms of output per work. Labour productivity
(log) is measured by the total sales of the firm in a typical month during the last fiscal year divided by the number of
workers at the establishment. The independent variables used to determine how they influence labour productivity
included: Digi-levels (not-digitalized, low-digitalized, moderately digitalized, digitalized, highly digitalized), business
size-category (micro, small, medium), age of business (young=<=5, Medium=>5<20, old=>20) connected to electric-
ity, youth employees and broad sectors.

Table 11.4: Analysis of effects of digitalization on labour productivity

Dependent: log labour productivity Coefficient
Variables

Digi level

Low digitalized 0.03
moderately digitalized 0.06
Digitized -0.09
Highly digitized 1.58***
Business size category

Small -0.96
Medium -2.58
Age business category

Medium(>5<20years) 0.24***
Old business (>20 years) -0.23
Connected2electricity 0.25***

Data source: Author’s computation based on the (KNBS)MSME survey, 2016.

Notes: *** represents significance level at 1.0 per cent; ** significance level at 5.0 per cent and *
significance level at 10 per cent

11.5.2Technological attributes in the
informal sector

include official use of computers, mobile money
platforms, mobile for business and whether they
have active websites. Categorization was done

The intensity of digital technologies has proven
to be a good indicator on access of digital
technologies by workers which then reflects
on diffusion of digitalization in the informal
enterprises. This affects labour productivity
of enterprises in an area (Danquah & Owusu,
2012). Digitization levels for businesses in the
informal sector were categorised depending on
the type of technologies that are used. They

to understand those who are using digital tools.
Those that do not use these technologies are
categorized as “not digitized”, those using one
of the technologies as “low digitization”, using 2
are “moderately digitized”, with 3 technologies
are “digitized “and those using all the 4 are
“highly digitized”. Analysis show use of the 4
technologies which are categorized as highly
digitalized as significant. An increase in a unit
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level of digitalization leads to an increase in firm
productivity by 1.57 units. This is an indication
that adoption of digital technologies and
building of digital capabilities within firms can
lead to improvements in labour productivity thus
contributing to enhanced overall performance
and competitiveness.

While categorizing the level of digitalization
across sectors, service is highly digitalized
at 0.56 per cent, industry at 0.28 per cent
and agriculture at 0.14 per cent (Table 11.4).
Furthermore, medium sized businesses are
highly digitalized at 7.69 per cent. This has
been associated with higher level of labour

productivity compared to the other sizes of
businesses.

Table 11.5: Level of digitalization across broad sectors and business sizes (%)

Not digitized Low digitalized Moderate Digitalized Highly digitalized

Across Broad sectors

Agriculture 48.29 30.91 19.52 1.14 0.14

Industry 32.91 39.27 26.13 1.41 0.28

Services 36.61 38.61 21.44 2.78 0.56

All sectors 36.92 38.33 21.55 2.66 0.54

Across Business sizes

Micro 37.94 38.49 21.04 2.23 0.31

Small 16.31 34.01 33.5 11.34 4.84

Medium 23.08 46.15 12.82 10.26 7.69

Data source: MSME Survey 2016

Most businesses sell their products to individual
consumers (89.09%), MSMs (8.01%), non-
MSMs (2.03%), direct exports (0.08 %) and
government (0.12 %). Adoption of technology
therefore enable expanding of market base and
leads to increased labour productivity.

11.5.3 Infrastructure

(i) Connection to electricity

Businesses that have connection to electricity
have significant coefficient indicating that those

connected were more productive by 0.23 units
compared to those not connected. In ensuring
inclusive growth for Kenya, the informal sector
development is crucial. Electricity connection
which acts as a catalyst in ensuring use of digital
tools is important. While a lot is being done
to ensure access to electricity in the informal
sector, universal access has not been achieved
yet. Electricity connections in the broad sectors
were as follows; agriculture 61.63 per cent,
industry 69.45 per cent and service at 79.80
per cent. Digital tools used were computers,
mobile for business, websites, and mobile
money platform.
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Table 11.6: Electricity Connectivity across sectors

Average labour productivity Electricity Connectivity

Agriculture 71241 61.63
Industry 8917.1 69.45
Services 10503.7 79.80
All sectors 11953.5 78.68
Micro 6095.4 78.43
Small 11490.8 83.69
Medium 11818.1 83.33

Data source: MSME Survey 2016

11.5.4 Social System

i Gender of the owner

Businesses owned by female and male- female
partners were less productive by 0.23 units
and 0.24 per cent respectively compared to
the male owned businesses. The presence of
women in the informal sector may be a choice
as it affords flexibility between homecare and

market activities (Maloney, 2004; Nordman et
al., 2016). Labour productivity in female owned
businesses is low and is attributed to lower
education and experience among women
owners in the informal establishments. Women
inability to obtain physical assets which include
digital tools due to financial constrains or their
choice to engage in activities that require less
capital, contributes to low productivity. (Islam,
A. M., & Amin, M. 2022).

Table 11.7: Average labour productivity across Gender in business ownership (%)

Average labour Not
digitized

productivity

digitalized

Low Moderate Digitalized Highly

digitalized

Across gender

Male- owned 13685 35.25 38.72 22.48 2.95 0.61
Female-owned 13059 40.70 37.49 20.15 1.51 0.15
Male-Female 11828 35.34 38.62 21.44 3.66 0.94
(Partners)

Data source: MSME Survey 2016

ii. Age of business

Age of firms in the informal sector influences
their willingness, readiness, and capacity

of businesses adapt to digital technologies.
Businesses have different years of operation
since their inception. Those that were less
than 5 years categorized as young, those with
above 5 years and less than 20 years were
medium aged and those above 20 years are

old businesses. Young businesses are most
found in the service sector at 50.3 per cent,
medium-sized in agriculture at 49.57 and older
businesses in the industry at 10.73 per cent
compared to other sectors.

The analysis indicates that medium aged
businesses are more productivity by 0.49
units compared to old businesses. Young,
aged businesses have high labour productivity
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of 0.23 units compared to old aged (above
20years) business. Medium aged firms are
more inclined to embrace use of technologies
while older firms tend not to adapt easily as
they have established traditional ways of
operating their businesses compared to young

businesses. However, the level of productivity
is high in old business which is associated with
their level of penetration in the market and
years of experience which are the other factors
influencing the level of labour productivity.

Table 11.8: Average labour productivity across age of business

Average labour

Not digi-
tized

Low digi-
talized

Moderate Digitalized Highly digi-

talized

productivity

Across Age of the business

Young 10727 35.59 39.56 21.59 2.74 0.52
Medium-aged 11914 38.60 37.21 20.50 2.77 0.92
Old- aged 12926 38.18 37.11 21.66 2.56 0.50

Data source: MSME Survey 2016

11.6 Key Messages and Policy

Recommendations

11.6.1 Key messages

1.

The informal sector contributed 83.3 per
cent of the country’s total employment
in 2022; but has low productivity level
contributing only 3.2.per cent of value
added to the economy. Establishments
are leveraging on digitalization to
increase productivity as digitalization is
associated with high labour productivity.
The use of digital tools such as mobile
phone and computer and digital
services and applications such as
Internet and websites offer opportunities
for improving operational efficiency,
expanding market reach, and accessing
financial services.

The level of digitalization vary as service
sector is digitalized at 0.56, industry
at 0.28 and agriculture at 0.14 which
shows the low level of digitalization in
the sector. This is associated with low
digital skills (low skills to operate tools
and software systems), low digital

literacy level and high cost of digital

tools such as computers and mobile
phones.

There are over 5.9 million unlicensed
establishments countrywide, an
indication of a growing informal
economy. The largest proportion of the
informal establishments, operate in
open places (40.6 per cent), temporary
structures (24.8 per cent), while 13.8
per cent in permanent structures.
Therefore, as the government plans to
roll out the 250,000 hotspots targeting
marketplaces, the informal sector is
expected to benefit from it tremendously
as it increases their connectivity.

Infrastructure such as Internet and
electricity connectivity are enablers of
digital transformation. However, their
coverage is still low in the informal
establishment worksites. To tackle
these challenges, the government
through the Bottom-up Economic
Transformation Agenda, is planning to
support Kenya’s Internet connectivity
by installing 100,000 Kilometres of
optic fibre and 250000 ICT hubs in
290 constituencies to provide free
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WIFI to the public. This is expected to
enhance level of digitalization in the
informal sector. Additionally, to achieve
the goal of ensuring universal access
to electricity by 2030, the government
is implementing electrification projects
including trading centres through grid
extension and installation of solar in off-
grid areas. These areas are part of the
informal sector distributed countrywide.

5. There are several platforms that have
come up and giving the informal sector
an opportunity for digital services.
These enterprises use online platforms
like MESH, Jiji, Lynk, (e-commerce

apps), Facebook, Instagram which 2.

has resulted to increased customer
base and in turn increased revenues.
Additionally, through digitalization, the
informal businesses can now access
financial credit services such as Hustler
fund which are being enabled by use of
digital tools.

6. Female-owned businesses register low
labour productivity compared to their
male counterparts. This is linked to lower
level of education, balancing multiple
roles at home and workplaces reducing
time spent at work. Additionally, and
financial constraints faced by women in
the informal sector makes them unable
to obtain physical assets which are
expensive to obtain due to their level
of income. These constrains affects the
level of labour productivity.

11.6.2 Policy recommendations
To ensure that the informal sector is leveraging

on digitalization to improve on its productivity,
the following recommendations are made.

1. Invest in digital skills and digital literacy
development: To bridge the digital 3.
gap, the government need to continue
expanding programmes that targets to
build digital skills and literacy among

the population especially in rural and
underserved areas. It can also purpose
to increase coverage for digital hubs
to allow accessibility by the informal
sector. These hubs will provide basic
digital skills to advanced level and build
a digitally enabled workforce therefore
addressing hinderances to digital
transformation. Additionally, develop
capacity-building  programmes  that
focus on digital literacy and skills training
for employees of older firms to help
them effectively implement and utilize
technology to improve productivity and
competitiveness.

The government needs to
enhance affordability, access, and
competitiveness of digital infrastructure
by fast-tracking implementation of
programmes on Internet connectivity,
broadband fibre, and electricity
connectivity in different parts of the
country. Furthermore, expanding the
scope for the Universal Service Fund
to include support development of
such infrastructure for the micro and
small enterprises will serve to fund
infrastructure necessary to support
MSMEs. Additionally, accelerate
production of locally produced digital
tools such as mobile phone to enhance
affordability for such tools. It can do
these by subsidizing costs and providing
incentives for digital investments in the
country. To enhance competitiveness
of digital infrastructure the government
can encourage more investors in the
digital sector as increased competition
leads to reduced cost of digital tools
and infrastructure. Moreover, the county
aggregation industrial park should
be adequately equipped with digital
infrastructure.

To support inclusive growth in the
informal sector there is need to
create mentorship and networking
opportunities for women entrepreneurs:
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Connect women in the informal sector
with successful digital savvy business
owners to provide guidance, support,
and insights on leveraging digital tools
efficiently. They can share experiences
and best practices from successful
businesses.

Collaborate  through  the  Public
Private Partnership (PPPs) to help

development of digital platforms and
technology adoption in the informal
sector. Innovators and tech giants are
significant in supporting governments
goals as this partnership can help in
achieving digital economy goals by
bringing in expertise and resources
to support the development of such
initiatives and offer trainings.
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RECOMMENDATIONS

CHAPTER
‘) CONCLUSION AND POLICY 1 2

12.1 Conclusions 4.

Macroeconomic performance and medium-
term prospects

1. The economy recorded stronger growth
in 2023, picking up from disruptions
of the post-COVID recovery in 2022
by a confluence of prolonged drought,
tight global financial conditions and
geopolitical tension that disrupted the
supply chains. Overall, the economy
grew by 5.6 per cent in the first three-
quarters of 2023 compared to a
growth rate of 5.2 per cent in 2022.
The agricultural sector expanded by
7.0 per cent while the services sector
grew by 6.4 per cent and manufacturing 5.
recorded a growth of 2.1 per cent.

2. Timely monetary policy response
to inflation developments anchored
inflation  expectations in  2023.
However, overall inflation breached the
government target band of 5 +2.5 per
cent, driven primarily by fuel inflation
that trended upwards in 2023 on the
backdrop of implementation of VAT on
fuel and developments in the global oil 6.
markets.

3. Even though lending rates slowly
creeped up with increase in Central
Bank Rate in 2023, private sector credit
growth was resilient, growing by 13.9
per cent in 2023 compared to 12.5 per
cent in 2022. Meanwhile, the banking
sector soundness indicators stayed
within the statutory thresholds, but
concerns remain about the increasing
non-performing loans.

The government stayed on its
commitment to fiscal consolidation plan
as fiscal deficit narrowed from 5.6 per
cent of GDP in 2022/23 to an estimated
4.9 per cent in 2023/24, supported by
prudent expenditure management and
enhancement of domestic revenue
mobilization efforts. Moreover, the
public debt strategy of increased share
of concessional loans has vyielded
positive results, but debt vulnerabilities
remain high. Nonetheless, public
debt sustainability remains exposed
to exchange rate and interest rates
shocks, volatilities in global financial
markets, and rollover risks.

On the external position, current
account deficit narrowed in 2023 owing
to improved net merchandise trade,
secondary incomes, and services
account. Notably, over the years, the
poor performing merchandise trade has
put pressure on the current account
balance, while diaspora remittances
have boosted the performance of the
current account.

The economy is projected to grow at
5.7 per cent in 2024, and average 6.0
per cent in the medium-term, assuming
normal conditions prevail. Exploiting
emerging opportunities should see
growth at 6.1 per cent in 2024, and 6.6
per cent in the medium-term. Should
the downside risks materialize, growth
could be depressed to 5.3 per cent in
2024, and 5.6 per cent in the medium-
term. Inflation is projected to remain
within the government target range.
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Productivity in the manufacturing sector

10.

The level and intensity in use of electricity
in a country is one of the enablers of

7. Because of dominance of MSMEs, which economic growth, its competitiveness
are associated with low technology use, and investment activities. About 90 per
and low investment in research for cent of small and medium-sized firms
development and innovation, enhancing have electricity connections compared
productivity in the manufacturing sector to micro firms. Access to electricity
is a major challenge. For example, the increases labour productivity by 53.5
contribution of food agro-processing to per cent in MSMEs, although the
manufacturing value added increased productivity gains are higher in micro
from 15.0 per cent during the Economic enterprises at 55.4 per cent. The low
Recovery Strategy for Wealth and access to electricity in micro firms is
Employment Creation to 28.4 per because of various challenges, such as
cent with MTP Ill, while the non-food the number of procedures undertaken
agro-processing and non-agricultural to access electricity, cost of connecting
processing, which uses more advanced electricity to the establishment, time
technology, declined during the same taken to be connected, and high cost of
period. electricity bills.

8. Innovation and patenting are low among Trade and productivity across sector
MSMEs because of low expenditures in
researchfordevelopment. Thisindicates  11. Trade plays a pivotal role in driving
a low innovation capability. The medium- the overall productivity of a country
sized firms spent 2.8 per cent on by promoting specialization and
research for development compared to expanding market access by domestic
small and micro firms at 0.8 per cent and producers. However, within the
0.2 per cent, respectively. This indicates wholesale and retail trade sector,
a deficit in the research, knowledge, and MSMEs dominate, with most of them
information infrastructure, and weak operating informally. This limits their
linkage with other firms and research access to government-ready market
institutions. through AGPO. MSMEs engaging with

government procurement demonstrate

9. The engagement of 3rd and 4th skills higher productivity levels than those
required to drive productivity is low. For selling to individual consumers. This
the micro firms, the largest proportion of reflects on the requirements they need
the labour force has 1st level and 2nd to fulfil in making delivery under AGPO.
level skills at 44.1 per cent and 39.9 per However, challenges such as pending
cent, respectively. A smaller proportion bills, bureaucratic processes and
is distributed across the 3rd (12.8%) limited access to finance still limit these
and 4th (3.2%) skill levels, indicating engagements.
that micro firms rely on foundational
and intermediate skills sets. For the 12. The contracting arrangements of

small and medium sized firms, a large
proportion of the labour force has the
4th level skills at 42.4 per cent and 64.0
per cent, respectively, an indication of
presence of skilled workers.

MSMEs for procuring goods or securing
orders show a wide variation, with many
relying on informal or non-structured
agreements,  especially  prevalent
among small enterprises. While a

considerable number of MSMEs opt for




13.

14.

15.

non-contractual agreements for inputs
or orders, there is a notable presence of
formal contractual arrangements within
the MSME sector, particularly among
micro and small enterprises. Firms that
have formal contracts for both inputs and
final goods and services demonstrate
higher labour productivity compared to
those without formal contracts. This is
often the case because formal contracts
provide clarity, outline responsibilities,
and establish expectations, leading
to smoother transactions, reduced
disputes, and increased efficiency in
operations.

Firms engaging in export activities
demonstrate higher levels of
productivity compared to those not
involved in export trade activities.
Engagement in export activities not
only expands market opportunities but
also drives firms towards operational
efficiency, innovation, and efficiency
improvements that contribute to higher
levels of productivity compared to firms
solely focused on domestic markets.

The country faces limitations in
market infrastructure, including limited
warehousing and cold storage facilities,
and inadequate transport infrastructure,
particularly in rural areas heavily
dependent on agricultural activities.
This is exacerbated by the slow pace
in the construction of tier 1 markets
as envisioned in the Kenya Vision
2030, which are essential for efficient
market operations and trade facilitation.
Addressing these infrastructure
challenges is vital to enhancing market
accessibility, reduce  post-harvest
losses, and support to the overall
development of rural economies.

Supermarkets play a crucial role
in wholesale and retail sector, but
recent closures of branches among
major chains have impacted sector

16.
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productivity. ~ Government  reforms,
including the introduction of the Retalil
Trade Code of Practice (RTCP) and
a prompt government procurements
payment policy, aim to regulate the
relationships between retailers and
suppliers, prevent buyer power abuse,
and promote fair trade practices. These
reforms have been key in addressing
emerging issues such as delayed
payments and financial stability,
contributing to a more transparent and
sustainable retail market environment.
In addition, controlling rising counterfeit
goods that poses a challenge to the
productivity growth of the MSMEs calls
for enforcement of regulatory measures
both at national and county levels.

At international level, implementation
of trade facilitation measures such as
the Single Customs Territory (SCT)
leads to a significant reduction in
the time and cost involved in import
and export processes. This reduction
directly correlates with increased trade
activities, as streamlined customs
procedures and efficient logistics enable
businesses to conduct transactions
more swiftly and cost-effectively.
Reduced transit times translate to
quicker delivery of goods, improved
supply chain management, lower
transportation costs, and ultimately,
increased productivity for businesses.
This efficiency allows companies to
operate more smoothly, meet customer
demands promptly, reduce inventory
holding costs, and potentially explore
new market opportunities due to
enhanced trade facilitation. Moreover,
ongoing trade agreements such as
AGOA and the AfCFTA have enhanced
Kenya’s export trade, offering avenues
for economic growth through increased
exports and imports, with the potential
benefits of driving trade when both tariff
and NTMs are eliminated rather than
focusing solely on tariff liberalization.
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Agriculture productivity

17.

18.

19.

20.

21.

316

Agriculture productivity is driven by
implementation of supportive policies
that focuses on offering incentives for
investment in agriculture, protecting
farmers from risks and price volatility
and ensures market access and value
addition.

Allocation of adequate funding to
the agriculture sector has been on
average less than 5 per cent, far below
the Malabo commitment. Adequate
funding to the agriculture sector is key
in enabling investment in the supportive
rural infrastructure such as storage
facilities to reduce wastage and facilitate
timely input supply and distribution
and development of markets and
value addition to increase outputs and
productivity.

The output and productivity of food
and cash crops is driven by the area
of land used for production, access to
intermediate input use such as quality
seeds and fertilizer and timely planting
and application of fertilizer. Though
there is increased use of inputs as
demonstrated by fertilizer import and
distribution, increases in input use has
not translated into productivity in crop
yields or in the sector productivity as
demonstrated by yields of various crops.

Productivity per work has been
increasing, but this has not translated to
agricultural productivity. Investment in
knowledge and skills development are
key in increasing labour productivity,
facilitating farmer access to extension
services and adoption of modern
technology and innovations to increase
farm productivity.

Implementation of various measures
spelt out in the BETA plan such as
crop and

investment in livestock

insurance and development of value
chain development for various crops
will raise output and yield for various
crops. Furthermore, focus on value
chain development will help increase
productivity for the targeted crops such
as oil crops, coffee and tea as well as
livestock and livestock products.

Skills development

22.

23.

24.

To realize the objectives of the national
development agenda, particularly in
critical priority areas outlined in the
Bottom-up Economic Transformation
Agenda (BETA), matched skills
development is paramount. The existing
skills development framework does
not effectively align with these priority
sectors, as evidenced by low enrolment
rates in courses relevant to the fields.
This misalignment poses a significant
challenge to achieving the agenda’s
objectives and may jeopardize the
attainment of national priority agenda.

Education and training serve as a
pivotal channel for skills development.
However, the challenges of inequalities,
wastages, poor education outcomes,
and gender disparities persist. This
may hinder the ability to fully harness
human capital potential, thereby limiting
productivity gains.

Apprenticeship training is another
avenue for skills development. Given
the dominance of informal sector
employment in the country, majority
of apprentices find themselves in the
informal setting. Informal apprenticeship
programmes lack systematic
organization, standardized training,
and quality assurance mechanisms.
Inadequate working conditions, safety
measures, and theoretical knowledge
further compound these challenges.
The government has formulated
Recognition of Prior Learning policy that




25.

26.

27.

recognizes training and qualifications
through comprehensive national
qualifications  frameworks. Through
RPL, individuals with informal skills
can undergo assessment and receive
certificates in their respective areas of
expertise.

Workplace training presents an
opportunity for skills enhancement
among employed individuals. However,
employers face financial costs in
providing staff training, cost of staff time
foregone by workers when they are
on training and risks associated with
workforce turnover.

Critical sectors such as health,
manufacturing, and ICT have skills
shortages, evidenced by inadequately
qualified workers. Addressing these
shortages is essential for driving
growth and development in these
sectors. Moreover, projections indicate
significant workforce needs in sectors
such as textile and leather, emphasizing
the need for skills development
initiatives to meet future demands.

Vertical qualification mismatch remains
a concern, with a notable percentage
of medium- and high-skilled workers
holding occupations that do not
align with their qualifications. This
mismatch underscores the challenge of
insufficient quality job opportunities for
tertiary graduates, highlighting the need
for interventions to bridge this gap and
ensure better alignment between labour
market demands and educational
outcomes.

Labour productivity at the county level

28.

Counties are central to the country
achieving sustainable and inclusive
economic growth. Economic activities
take place at the county level and
therefore interventions to enhance

29.

30.

31.

32.
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productivity at this level would increase
productivity at the national level.

Arid counties have the smallest gross
value added, and the highest episodic
growth rates. Growth rates have been
volatile because of climate change
effects, which disproportionately
affect arid counties, thus hindering
convergence in economic growth across
the counties. These counties also have
latent natural resources in form of land,
renewable energy sources and tourism,
and thus significant potential to grow
their economies. However, challenges
in access to essential physical and
capital infrastructure and persistent
insecurity are the main challenges
inhibiting optimal utilization of these
potentials.

Arid counties have comparative
advantages in livestock production.
These counties have 56 per cent of beef
cattle, 66 per cent of sheep, 73 meat
goats, indicating high potential in the
meat processing, leather, dairy, and live
livestock export. However, the livestock
value chain is yet to be fully exploited.
Climate change through frequent and
severe droughts is inhibiting the full
realization of arid counties livestock
production. Although interventions such
as index-based livestock insurance and
feed production have been rolled out by
the government and the private sector,
the uptake remains low.

The non-market services dominate the
service sector GVA in the arid counties,
indicating low contributions by the
private sector to the county output.
The contribution of the tourism sector
is very low despite the presence of
significant tourism sites, also indicating
unexploited potential.

There is low transfer of labour from
agriculture to other sectors as agriculture
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33.

34.

35.

still dominates the employment shares
in all county categories. Employment in
agriculture is comparatively lower in arid
counties compared to semi-arid and
non-ASAL counties, indicating climate-
change induced push factors. The
wholesale and retail trade absorb labour
from agriculture in these counties, but
the sector is characterized by high levels
of informality and low output leading to
low labour productivity.

Arid counties have comparatively lower
labour quality as reflected by lower basic
education enrolment rates and health
indicators that affect the quality of the
future labour force. Additionally, these
counties have lower quantity of labour
as seen in the smaller size of the working
age population to total county population
and lower employment to population
ratio for the non-youth category. These
counties experience low utilization of
the available labour as reflected by
higher unemployment rates and higher
inactivity rates for persons of prime age.
Labour inactivity due to discouraged job
seekers is comparatively higher in the
arid counties, indicating presence of
persons willingness to engage in labour
but engagement is limited due to job
unavailability.

Cultural practices, climate change and
insecurity are impeding the acquisition
of formal skills by children and
teenagers in arid counties. Although
cultural practices are key to acquisition
of indigenous knowledge needed for the
sustenance of pastoralism, formal skills
are needed for economic transformation
in the counties. Therefore, acquisition of
both skills is important for the counties
to utilize their potential.

There is low transfer of labour from
agriculture to other sectors as agriculture
dominates the employment shares in
all county categories. Employment in

36.

agriculture is comparatively lower in
arid counties compared to semi-arid
and non-ASAL counties, indicating
climate-change induced push factors.
The wholesale and retail trade absorbs
labour from agriculture in these counties,
but the sector is characterized by high
levels of informality and low output
leading to low labour productivity.

Arid counties have the lowest labour
productivity growth compared to the
other county categories. This indicates
lower efficiency in the use of labour,
which is attributable to climate change
threats that lower the output from
agriculture (which is the main employer)
and concentration of alternative
employment in low productivity services
sectors such as the wholesale and retail
trade. The low labour utilization due
to inadequate job creating industries
explains the lower labour productivity
growths.

Leveraging strategic partnership to unlock
technology transfer

37.

38.

The emerging economic powers,
revitalized South-South and Triangular
Cooperation, admission of the African
Union as a permanent member of the
G20 could be a potential opportunity for
African countries to acquire appropriate
technology and enhance innovation
cooperation through strategic
partnerships. Due to its flexibility and
emphasis on economic cooperation,
Kenya could benefit from strategic
partnerships by ensuring that acquisition
of new technologies, technology and
innovation cooperation and knowledge
sharing become a priority in bilateral
negotiations and overall external
engagement.

The COVID-19 pandemic was a turning
point for African countries to rethink and
redesign public health ecosystems and
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40.

increase local vaccine manufacturing
and other therapeutics. Pragmatic
measures should be a priority of the
government in reforms of healthcare
systems and tapping into the initiatives
and opportunities by the World
Health Organization, Africa CDC and
other stakeholders in supporting the
development of healthcare ecosystems
in the continent.

Africa’s textile and apparel industry has
faced numerous challenges in the past
three decades as a significant number
of Asian countries emerge as the main
exporters of textile products. Despite
intervention measures to revitalize the
textile industry, African countries are
yet to make a breakthrough, like their
Asian counterparts. To revive the textile
industry, strengthening of capacity of
farmers who are key in the production
of raw materials such as cotton, wool
and other forms of fibres is imperative.
With new trends in the industry focusing
on sustainable textile development,
Kenya could explore opportunities that
might support the modernization of the
textile sector by adopting affordable
technologies.

Infrastructure development and
connectivity have emerged as key
enablers for economic growth and
enhancing productivity. Kenya’s
Vision 2030, medium-term plans
and the Bottom-up Economic and
Transformation Agenda have identified
infrastructure as a key facilitator for
accelerating socio-economic growth
and development. Since its launch
in 2013, the China’s Belt and Road
Initiative is increasingly playing a major
role in connecting the world’s regions
through comprehensive infrastructure
investment and development. It is
in Kenya’s interest to sharpen its
infrastructure development diplomacy
by deploying professionals to negotiate

41.

CONCLUSION AND POLICY RECOMMENDATIONS

for technology transfer and innovation
that could impart technical know-how
and skills to the locals.

International academic mobility has
potential for technology transfer,
knowledge circulation and  skills
development that could benefit the
country of origin of international students
and academics. Through targeted
policies and strategies, Kenya could
benefit from its diaspora’s expertise,
skills and technical know-how. There is
need to consider incentives that might
enable citizens abroad to contribute
to the country’s development through
knowledge remittances.

The contribution of public service

42.

43.

The contribution of the public service to
GDP has shown relative stability over
time, supported by Medium-Term Plans.
However, external factors such as
political risks, the COVID-19 pandemic,
and weather shocks have influenced
these contributions, with varying impacts
on counties based on their geographical
characteristics and population size.
Notably, the devolution of government
functions in Kenya has led to significant
changes in the public service landscape,
with counties facing challenges in
workforce management due to freezes
on recruitment and disruptions from
the COVID-19 pandemic. Strategic
policies, infrastructure investments,
and governance reforms are crucial for
stimulating productivity and economic
development, especially in the arid
counties.

Despite an overall increase in national
productivity, disparities across counties
remain significant, highlighting the need
for targeted interventions. Policies
should focus on improving access
to technology, enhancing personnel

quality, infrastructure development, and



KENYA ECONOMIC REPORT 2024
ENHANCING PRODUCTIVITY FOR SUSTAINED INCLUSIVE GROWTH

44,

45.

46.

governance practices to bridge these
gaps and improve productivity in the
public sector.

Enhancing public service delivery
requires a comprehensive approach
involving capacity building, performance
management, technology integration,
and oversight mechanisms. Addressing
constraints such as low uptake of training
programmes and gaps in performance
management implementation is
essential for achieving the government’s
goal of providing high-quality services
to the public.

While the Country has demonstrated
efficiency in revenue mobilization,
there are concerns about the quality
of budgetary and finance management
practices. The shortfalls in revenue
collection targets, low allocations
to critical areas such as wages and
salaries, and lack of capital expenditure
raise concerns about the government’s
ability to fund essential services and
projects efficiently.

Public satisfaction with public service
delivery is determined by creating
a conducive business environment,
promoting  national values, and
upholding good governance practices.
Improving the business environment,
embracing diversity, and ensuring
ethical standards in the public service
are crucial for enhancing productivity
and service delivery.

The informal sector

47.

Despite facing challenges of low
productivity levels, the informal sector
continues to significantly contribute
to employment. To counter this

challenge, establishments are trying to
leverage on digitalization to increase
their productivity as digitalization is
associated with high labour productivity.

48.

49.

Some of the digital tools and online
platforms that the informal sector has
adopted and utilized are mobile phones,
computers and use of Internet and
websites. The tools offer opportunities
for improving operational efficiency,
expanding market reach, and accessing
financial services. These have resulted
to increased customer base and in turn
increased revenue.

Most of the activities in this sector are
concentrated in agriculture, services
and industry sector, and their level of
digitalization is still low. The level of
digitalization varies as the services
sector is digitalized at 0.56 per cent,
industry at 0.28 per cent and agriculture
at 0.14 per cent. This is associated with
low digital skills, such that business
owners are not able to use digital tools
of software, low digital literacy level
and high cost of digital tools such as
computers and mobile phones. To solve
the issues of skills and digital literacy,
the government rolled out programmes
such as Ajira and Jitume, aimed at
providing the youth with access to digital
skills, digital services, and opportunities
to enable them take advantage of
technology for job creation.

Infrastructure such as Internet and
electricity connectivity are enablers of
digital transformation. However, their
coverage is still low in the informal
establishment worksites. In increasing
connectivity, the government approved
the implementation of the Bottom-up
Economic Transformation Agenda, the
Digital Superhighway which is part of the
government’s efforts in strengthening
digital economy and  ensuring
inclusivity. The programme is expected
to strengthen Kenya'’s ICT backbone by
increasing the fibre network across the
country, reducing the cost of Internet
connectivity, enhancing e- government
services and automating VAT systems




to enhance revenue collection. This
will involve installation of 100,000km of
fibre cable, which is expected to create
25,000 WIFI hotspots available to the
public.

50. Labour productivity in female-owned
businesses is low compared to their
male counterparts. This is linked to
lower level of education, balancing
multiple roles at home and workplaces 2.
reducing time spent at work. This affects
the level of labour productivity for
female-owned businesses. Additionally,
financial constraints faced by women in
the informal sector makes them unable
to obtain physical assets that are
expensive to obtain due to their level of
income.

51. Age of firms in the informal sector
influences their willingness, readiness,
and capacity of businesses to adapt 3.
to digital technologies. Additionally,
medium-aged firms are more inclined to
enhance their productivity by embracing
the use of technologies while older
firms tend not to adapt easily as they
have established traditional ways of
operating their businesses. Young
businesses (<5years) digitalized at 48
per cent, medium-aged (>5 years & <
20years digitalized at 42 per cent and
old (> 20years digitalized at 10 per cent.

12.2 Policy Recommendations
In enhancing productivity for sustainable
and inclusive growth, the following are the

recommendations.

To enhance macroeconomic stability that
supports productivity for inclusive growth.

1. Strengthen agricultural resilience by
investing in irrigation infrastructure,
drought-resistant crops, and climate-
smart agricultural practices to buffer
the economy against future effects
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of climate change. Further, revitalize
economic growth by enhancing sectoral
productivity through sector specific
interventions such as technological
advancements, improved management
practices, or better worker training;
change in sector product mix to value
added goods or service, reduction in
costs of raw materials or other inputs.

Manage overall price developments
through timely and adequate monetary
policy stance to rein in non-food non-
fuel inflation while investing in initiatives
that enhance agricultural productivity
to increase food production and in turn
ease food inflation. Such initiatives
include scaling small-scale irrigation
and lowering input prices to enhance
initiatives such as the ongoing fertilizer
and seed subsidy programmes.

To address the growing non-performing
loans ratio, there is need to boost
growth of the private sector activities by
enhancing the ease of doing business,
reducing bureaucratic hurdles, and
creating a favourable regulatory
environment that encourages banks and
other lending institutions to extend credit
to the private sector. Also, encouraging
banks to restructure loans, especially for
small and medium-sized enterprises and
offering concessionary loans to sectors
such as agriculture is a priority. Further,
maintaining a sustainable fiscal position
and scaling up implementation of public
finance management regulations and
PFM Act of 2012 (including in debt and
cash management) could prevent the
occurrence of government arrears to
individuals, suppliers, and banks.

Sustaining momentum to remain
along the fiscal consolidation path is
necessary to build fiscal buffers and
reduce public debt vulnerabilities. This
is through a front-loaded fiscal policy
stance that prioritizes expansion of the
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tax base, reducing tax expenditures,
and scaling up revenue mobilization
measures in the medium-term revenue
mobilization strategy. Further, utilize
supplementary appropriation to
rationalize public expenditures and
reduce fiscal slippages in state-owned
enterprises.

With elevated risks of debt distress, it
is imperative that debt management
strategy emphasizes on diversifying
debt sources by prioritizing acquisition
of concessional loans from multilateral
institutions, scaling up uptake of grants
and exploring debt restructuring options
in a timely manner before maturity of
huge debts. Further, exploring issuance
of use-of-proceeds (UOP) bonds and
sustainability linked bonds (SLBs) could
be instrumental in driving key BETA
priorities on health and housing.

Address weak merchandise trade
balance through diversification of exports
by focusing on high technology sectors
such as manufacturing to drive value
added exports. This is by promoting
innovation in manufacturing processes
and technologies to improve efficiency
and productivity through tax incentives,
grants, and public-private partnerships
for research institutions and companies.
Initiatives towards technology transfer
and adoption for the manufacturing
sector could be pivotal for the sector.
Importantis the need to lower costs for the
manufacturing sector by reducing tariffs
on imports of machinery, equipment, and
raw materials. Further, addressing supply-
side bottlenecks such a standardization,
market information and cost of production
will bolter export volumes.

Policy makers need to be more vigilant
on downside risks to ensure timely
and prudent policy action. Further is

to support aggregate demand in the
economy, especially for investment,
consumption, and exports, and by
maintaining appropriate monetary and
fiscal policy interventions. For instance,
policy makers could leverage strategic
partnerships to promote investment,
exports, and technology transfer, while
mitigating potential risks such as payment
of pending bills and mitigating debt
vulnerabilities.

Implement  strategies to enhance
productivity and innovation within the
services sector through investment in
technology, skills development, and digital
infrastructure development to facilitate
collaboration, and access to information.
Additionally, efforts towards fostering
more synergies and interdependence
between the services sector and other
sectors, through development of industry
clusters and support knowledge sharing.
The services sector could provide
support services such as coordination,
marketing, and research for development
to manufacturing firms for enhanced
productivity and competitiveness.

County governments to leverage on
various government initiatives, such as
involving in value chains and accelerating
technological progress, taking advantage
of established County Aggregation
and Industrial Parks to promote agro-
processing, support agri-business, and
investing productive resources in areas
of their unique comparative advantage,
from crop, livestock, industry and
manufacturing, urban development, and
the services sector. They can institute
measures that will boost productivity of
factors of production, especially labour
and capital, and diversify economic
activities. Counties need to continuously
mitigate and adapt to climate change for
sustainable development.




To

enhance labour productivity in

manufacturing

10.

11.

12.

The government to equip and upgrade
existing county industrial development
centres to create an innovation culture
among MSMEs. Moreover, providing
fiscal incentives to firms that engage in
Industrial Innovation Programme aimed at
commercialization of viable innovations is
important. These incentives could range
from increased government expenditure
on research for development to the
recommended 2 per cent of the GDP.
Furthermore, this increased financing can
fund research institutions undertaking
high quality projects identified through
the Kenya National Innovation Agency,
and provision of subsidies. Other
initiatives include provision of tailored
public trainings for firms, especially in
the informal sector to enhance innovation
and entrepreneurship and speed-
up implementation of the Konza City
Technopolis to facilitate establishment
and growth of medium high and high
technology innovations.

Develop 3rd and 4th skills levels to
manufacturing sub-sectors by providing
incentives to students enrolling in
Science, Technology, Engineering,
and Math (STEM) through provision of
scholarships and bursaries. Furthermore,
upskilling existing 1st and 2nd level skills
by adapting to changing demands of the
sector. This is by creating awareness
among MSMEs on the benefits of
Industrial Training Levy Fund, which
allows the National Industrial Training
Authority (NITA) to offer training services
to contributing MSMEs.

Improve startup financial capitalto MSMEs
through establishment of Industrial
Development Fund as envisioned in the
Industrialization Policy to provide access
to startup capital for MSMEs. Enhance
implementation of credit guarantee

13.

CONCLUSION AND POLICY RECOMMENDATIONS

schemes and create awareness on the
benefits of the schemes to MSMEs.

Promote the use of off-grid productive
use of energy by providing tax incentives
to micro firms investing in energy efficient
technology in the production process.
Additionally, awareness creation on
MSMEs through MSEA on benefits of off-
grid productive use of energy for micro
enterprises.

To enhance productivity through trade

14.

15.

16.

Enhance and modernize  market
infrastructure to foster a dynamic and
supportive business environment. This
includes addressing market issues,
prioritizing the completion of tier one
markets through sufficient budgetary
allocation, establishing adequate
warehouses for aggregation and storage,
constructing sufficient cold storage
facilities, and addressing the logistical
constraints by improving rural roads
transport infrastructure to enhance
market accessibility for small farmers.

Encourage MSMEs to formalize their
contracting arrangements for procuring
goods or securing orders by providing
capacity-building  workshops, legal
assistance, standardized contract
templates, and fostering industry
collaboration. The shift towards structured
contracts  establishes  expectations,
and leads to smoother transactions,
ultimately boosting labour productivity
and operational efficiency within the
MSME sector.

Empower MSMEs in the wholesale and
retail trade to expand into export trade to
boost their productivity. To enhance the
quality, sustainability,and competitiveness
of MSME products, itis essential to provide
training in entrepreneurship culture and
value addition, support the certification
of MSME products, assist in registering
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17.

18.

Industrial Property Rights (IPRs) for
MSMEs, and facilitate their access to
local, regional, and international markets
through market development initiatives
such as funding participation in regional
and continental trade fares.

Fast-track the implementation of Kenya’s
National AfCFTA implementation strategy
(2022-2027) to boost intra-continental
trade by leveraging on targeted product
and service exports through the
AfCFTA Guided Trade Initiative (GTI).
The government to allocate sufficient

resources towards implementing
the strategy through the National
Implementation Committee (AfCFTA-

NIC) and raise awareness within the
business community about the potential
benefits of the AfCFTA.

Enhance the ongoing trade facilitation
measures such as implementation of
the Single Customs Territory to further
reduce the cost of doing trade in the
region. To enhance current trade
facilitation measures, the Northern
Corridor States can streamline customs
procedures for imports, exports, and
transit of goods. This involves reducing
documentation requirements, expediting
cargo release times, and implementing
mutual recognition of authorized operator
schemes to promote smoother trade
transactions within the region.

To enhance productivity through agriculture

19.

Ensure timely procurement of seeds and
fertilizer, monitor the distribution and
access by the farmers and ensure use
and application by the farmers is per the
requirements, by sensitizing farmers on
various elements of fertilizer use such as
the time of application, application rates
and the appropriate in the production
process. Specifically, the commitment of
various allocations for crop promotion,
seed and input supply and farmer training

20.

21.

22.

23.

24.

needs to be actualized in coordination
with the counties.

Generate and allocate adequate
government spending on agriculture
from the national budget on agricultural
specific activities. A deliberate action by
the counties to allocate resources for
the sector will also be key in ensuring
achievement of Malabo commitment for
agriculture sector funding and ensure
agricultural transformation.

Reduce post-harvest loss and wastage
through implementing various agro-
processing and value chain projects
in MTPIV such as storage and cooling
plants will be crucial in providing the
required infrastructures for storage to
increase outputs, reduce wastage and
increase productivity.

Enhance uptake of livestock and crop
insurance. Develop and implement crop
and livestock insurance schemes to
protect farmers from vagaries of weather
and ensure they can recover from any
failed rain.

Invest in human capital development.
Ensure agriculture subject is made a
compulsory subject in secondary schools.
Furthermore, facilitate training and
monitor the supply and the requirement
of various professionals in agriculture
sector such as extension officers, plant
and crop breeders, and other scientists
to ensure adequate well-trained labour
for the sector. This will help serve the
farmers in facilitating farmer access
to extension services and adoption of
modern technology and innovations to
increase farm productivity.

Support value chain development by
implementing fully the proposed value
chains for the prioritized crops in MTP4
to help the farmers to add value to their
products, increase their incomes and




productivity for the targeted crops. This is
important for the country to help reduce
amount of food import bill incurred in the
country.

In developing appropriate and adequate

skills

25.

26.

Focus skills development to address
the national priority areas, which are
Agriculture, Micro, Small, and Medium
Enterprise (MSME); Housing and
Settlement; Healthcare; and Digital
Superhighway and Creative Economy.
This can be done by mobilizing adequate
resources through public private
partnershipstooffertargetedscholarships,
loans and bursaries to students to study
these priority areas; establishment of the
National Skills and Funding Council to
oversee funding initiatives for supporting
skills development in the country;
retooling workers in the labour markets
towards the national priority areas by
offering them conditional exchange
programmes; and strengthening centres
of excellence that offer training in priority
areas such as the Dairy Training Institute,
leather, agricultural colleges and medical
colleges, and by allocating adequate
financial resources for providing adequate
and quality infrastructure and recruitment
of adequate trainers.

Provide outreach programmes to
encourage enrolment and retention of
learners at all levels of education and
training. The cost of education has been
an impediment for learners to access and
participate in schooling. It is therefore
important to review the free primary
education policy to include pre-primary
education level to enable all learners
access universal basic education at no
cost. In addition, the government could
remove all indirect costs related to

education, such as the cost of uniforms,
textbooks, and transportation so that
basic education is completely free.

27.

28.

CONCLUSION AND POLICY RECOMMENDATIONS

The Recognition of Prior Learning (RPL)
policy acknowledges apprenticeship in
the informal sector as a valuable pathway
for skills development. To ensure
effective implementation of this policy,
it is necessary to conduct widespread
awareness campaigns among employers
and employees. This could be achieved
through various channels, including
radio, television, and social media.
In addition, there is need to enforce
the implementation of tax rebates for
training expenditures to alleviate budget
constraints by providing financial relief
to organizations investing in employee
development. This is under Section 15
of the Income Tax Act for the expenditure
incurred in relation to salaries and wages.

Allocate adequate financial resources to
support implementation of competency-
based curriculum (CBC) atbasiceducation
level, the competency-based education
and training (CBET) curriculum at TVET,
and expansion of university education.
This will help bridge the skills mismatch
with the labour market by providing
teachers, professional development
programmes, enabling legal and
institutional framework, and investing in
the required infrastructure consistent with
relevant courses. Further, the academia
could establish strong partnerships with
industries, businesses, and community
organizations to understand their evolving
needs and align educational delivery
accordingly.

To increase counties output, employment
levels and labour productivity

29.

Build climate resilience in the livestock
sub-sector in the arid counties. This can
be achieved through increasing the uptake
of weather-based insurance schemes for
livestock production by creating demand
for livestock insurance, promoting use of
asset-backed insurance and subsidizing
premiums for disadvantaged pastoralists;
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30.

31.

continuous promotion pasture and fodder
establishment, utilizationandconservation
through extension services and provision
of subsidized inputs; funding research
in improved and drought resistant
fodder varieties that target pastoralists;
optimal utilization of the information from
the drought early warning systems to
encourage early commercial livestock
offtake to mitigate losses; establishment
of county livestock enterprise fund that
will finance pastoralists to restock after
drought episodes to accelerate recovery.

Optimally exploit the livestock value
chain in the arid counties by increasing
public and private investments in the
leather and meat processing industries.
This could be achieved by creating
awareness among pastoralists on the
value of hides and skins; increasing
extension services to improve the quality;
facilitating aggregation and pooled sales
to increase producers bargaining power;
and providing incentives to local leather
product manufacturers to establish
tanneries in the arid counties. Increasing
investments in meat processing for
export. This will require increasing the
number of modern abattoirs and meat
processing facilities in the arid counties
as the majority are in Nairobi and other
major cities. Other key investments are
implementing the livestock identification
and traceability system, which will
ensure that livestock products meet the
food safety standards required by the
international market.

Reduce the dominance of non-market
services in arid GVA to encourage
development of market-oriented services
by leveraging tourism resources in the
arid counties. This will entail marketing
the tourist sites in the counties to
encourage local and international
tourism; incentivizing players in the hotel
and accommodation to invest in tourism

32.

33.

facilities in the arid counties; leveraging
on cultural tourism and desert safaris that
are unique to the region; and developing
resort cities that are part of the LAPSSET
project, which entail upgrading Isiolo and
the towns near Lake Turkana to resort
cities. This can be achieved through
accelerating infrastructural development
by fast-tracking and completing the
LAPSSET transboundary corridor
that passes through the arid counties.
Additionally, curbing banditry in the arid
counties by continuing with the current
efforts of deploying security services
and using traditional institutions to
encourage community-led peace building
initiatives to achieve sustainable peace
will enhance stability in the region and
encourage investments.

Create jobs to optimally utilize the labour
in arid counties and support MSMEs
that absorb labour from agriculture by
providing fiscal and other incentives to
attract investment in industries that would
provide employment opportunities and
developing business funds to support the
MSMEs.

Improve the quality of labour in arid
counties. This is achievable through
continuous implementation of adult
and continuing education to improve
the quality of the current labour force
and accelerating the implementation
of programmes aimed at improving the
effectiveness of the education system.
This includes programmes implemented
by NACONEK, such as mobile schools,
school feeding programmes and low-cost
boarding schools.

To unlock technology transfer by leveraging
strategic partnerships

34.

Strengthen strategic partnerships with
both emerging economies and developed
economies through enhanced bilateral




35.

36.

37.

cooperation, South-South Cooperation
and Triangular Cooperation. This may
involve rethinking diplomatic tools of
engagement to target critical technologies
for enhancing productivity, digital
economy and overall inclusive growth
and development. Establish South-South
and Triangular frameworks to enable
the country to benefit from new global
governance.

Improve policy environment that suits
the use, adoption, and adaptation of the
new technologies to harness frontier
technologies, this might involve policy
and institutional reforms to support
public-private partnership and improving
business environment that will attract
investors of frontier technologies to
the domestic market. Other reforms
should target development of digital
infrastructure, improvement of skills at
all levels of education and enhancing
financial inclusion to improve domestic
credit availability.

Optimize on the opportunity offered
through the nomination of Kenya as one
of the six African countries to benefit
from mNRA technology by investing in
technological absorptive capabilities and
policy frameworks that could accelerate
local vaccine manufacturing and other
therapeutics within the country. Further,
consolidate and implement the AU-led
reforms and initiatives to strengthen
national and regional healthcare systems.

Strengthen the capacity of farmers who
are key in the production of raw materials
such as cotton, wool and other forms
of fibre to revive the textile industry,
through strategic partnerships, conduct
an elaborate survey and benchmarking
in selected Asian countries and in African
countries that have made progress in
textile industry. In addition, invest in new
and affordable technology, new machines
and policy reforms that will enable two

38.

CONCLUSION AND POLICY RECOMMENDATIONS

levels of government and the private
sector to establish a sustainable textile
industry.

Ensure that state negotiators understand
the implications of such infrastructure
development cooperation for Kenya’s
national interests to optimize the benefits
from BRI and other infrastructure
development supported by other
development partners. Involve engineers
and other professionals in the negotiations
of infrastructure development projects to
ensure that every strategic partnership
enhances technology cooperation and
transfer.

To enhance productivity in public service

39.

40.

41.

Promote and establish a coordinated and
strategic approach to capacity building
and human resource management
across all levels of government. This will
entail developing standardized training
programmes tailored to the specific
needs of different counties, ensuring
public servants have the necessary skills,
streamlining  recruitment  processes,
offering competitive  salaries, and
implementing performance management
systems for enhanced accountability and
performance.

Implement targeted interventions to
improve access to technology, enhance
personnel quality, invest in infrastructure,
and strengthen governance practices.
Prioritize human capital development,
economic and fiscal management
improvements, and transparency and
accountability measures to create an
enabling environment for improved
productivity.

Prioritize a comprehensive approach to
enhance public service delivery, including
expanding training programmes,

streamlining performance management,
leveraging technology for digitization,



KENYA ECONOMIC REPORT 2024
ENHANCING PRODUCTIVITY FOR SUSTAINED INCLUSIVE GROWTH

42.

43.

TO ensure that the

and promoting e-participation for citizen
engagement. Ensure coordination
among government, civil society, and
stakeholders for effective implementation.

Strengthen budgetary and financial
management practices at national and
county levels. Improve revenue collection,
enhance budget execution, comply with
the 35 per cent ceiling for wages and
salaries spending, increase allocation to
operations and maintenance, prioritize
capital expenditure, and address pending
bills to improve service delivery.

Focus on creating an enabling
environment for businesses, promoting
national values, and upholding good
governance practices. To achieve this,
the government could implement reforms
to simplify business registration, improve
access to credit, protect property rights,
and invest in infrastructure, promote
diversity and inclusivity, ensure ethical
standards, and enhance conflict
resolution mechanisms to improve public
satisfaction and productivity.

informal sector is

leveraging on digitalization to improve on
its productivity

44.

Invest in the enhancement of digital
competencies and literacy to narrow the
digital divide. The government will need
to expand initiatives aimed at fostering
digital skills and literacy among all
citizens, particularly in rural areas and
youths in the informal sector. There is
need to focus on expanding the reach
of digital hubs to facilitate access for
informal sector participants. These hubs
will offer a range of digital skills from
basic to advanced levels, fostering a
workforce proficient in digital technologies
and overcoming barriers to digital
advancement. Furthermore, establish

training programmes that concentrate on
enhancing digital literacy and skills sets

45.

46.

47.

for employees in established companies,
enabling them to effectively integrate
and leverage technology for enhanced
productivity and competitiveness.

Improve the cost-effectiveness,
availability, and competitiveness of
digital infrastructure by expediting the
execution of initiatives for Internet
access, broadband fibre, and electricity
connectivity  across the  country.
Additionally, activate the Universal
Service Fund by government to aid in the
advancement of this infrastructure; and
accelerate production of locally produced
digital tools such as mobile phones. This
will increase affordability for such tools.
The government could subsidize the
costs and provide incentives for digital
investments in the country. To enhance
competitiveness of digital infrastructure,
the government could encourage more
investors in the digital sector as increased
competition leads to reduced cost of
digital tools and infrastructure.

Establish mentorship and networking
avenues for female entrepreneurs:
Link women operating in the informal
economy with accomplished business
owners proficient in digital technologies
to offer mentorship, assistance, and
advice on optimizing digital resources
effectively. This will enable the exchange
of experiences and the sharing of
successful business strategies.

Collaborate  through public-private
partnerships (PPPs) to support the
development of digital platforms and
technology adoption in the informal sector.
Innovators and tech giants are significant
in supporting the government’s goals, as
this partnership could help in achieving
the digital economy goals by bringing in
expertise and resources to support the
development of such initiatives and offer
training.
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Annex 2.1: Classification of the functions of government

First-level Second level

General public services Executive and legislative organs, financial and fiscal affairs, external affairs

Foreign economic aid

General services

Basic research

R&D general public services

General public services n.e.c

Public debt transactions.

Transfers of a general character between different levels of government.

Defence Military defence

Civil defence

Foreign military aid
R&D defence
Defence n.e.c

Public order and safety Police services

Fire-protection services

Law courts

Prisons

R&D public order and safety

Public order and safety n.e.c

Economic affairs General economic, commercial, and labour affairs

Agriculture, forestry, fishing and hunting

Fuel and energy

Mining, manufacturing, and construction

Transport

Communication

Other industrie

R&D economic affairs

Economic affairs n.e.c

Environmental protection Waste management

Wastewater management

Pollution abatement

Protection of biodiversity and landscape

R&D environmental protection.

Environmental protection n.e.c

Housing and community amenities | Housing development.

Community development

Water supply
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Street lighting

R&D housing and community amenities

Housing and community amenities n.e.c

Health Medical products, appliances and equipment

Outpatient services

Hospital services

Public health services
R&D health
Health n.e.c

Recreation, culture and religion Recreational and sporting services

Cultural services

Broadcasting and publishing services

Religious and other community services

R&D recreation, culture, and religion

Recreation, culture, and religion n.e.c

Education Pre-primary and primary education

Secondary education

Post-secondary non-tertiary education

Tertiary education

Education not definable by level

Subsidiary services to education
R&D education
Education n.e.c

Social protection Sickness and disability
Old age
Survivors

Family and children

Unemployment

Housing

Social exclusion n.e.c

R&D social protection

Social protection n.e.c

Source: Organization for Economic Co-operation and Development — OECD (2011)

Note: n.e.c.: “Not elsewhere classified”.
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Annex 3.1: Macroeconomic projections by other institutions
2023 2024 2025 2026
GDP growth rate projections
National Treasury (BROP 2023) B3 5.7 6.0 6.2
Budget Policy Statement 2023 585 6.2 6.1 6.2
Central Bank of Kenya 585 6.0 - =
African Development Bank — AfDB (AEO) 5.6 6.0 - -
International Monetary Fund — IMF (WEOQO) 5.0 5.3 - -
NCBA Bank Kenya Macroeconomic Outlook 2023 4.9 5.1 - -
Inflation
AfDB (AEO) 8.6 5.9 > =
IMF (WEO) 7.7 6.6 - -

Current account balance as per cent of GDP

AfDB (AEO 2023) -5.2 -5.0 - -

IMF WEO (2023)/ SSA Outlook (2023) -4.9 -4.9 - -
Annex 5.1: Legal frameworks for consumer protection

Category Implementing agency Act Purpose

Regulatory 1. Kenya Bureau of Standards Act of 2013 To arrange and provide facilities for the

Agencies Standards (KEBs) examination and testing of commodities,

materials, or substances related to their
manufacturing, production, processing,
or treatment

2. Pharmacy and
Poisons Board

Pharmacy and Poisons
Board Act Chapter 244
Revised 2018

To prohibit misleading advertisements,
advertisements related to abortion, and
certain diseases. It provides for offenses,
penalties, and inspection of licenses and
books

3. National Environmental To establish a legal and institutional
Environment Management and framework for environmental
Management Coordination Act amended | management, ensuring a clean and
Authority (NEMA) in 2016 healthy environment through pollution

prevention. It protects consumers from
various environmental hazards attributed
to the manufacturing of goods

4. Pest Control
Products Board

Pest Control Products Act
Cap 346

To regulate the importation, exportation,
manufacture, distribution, and use of
pest control products

5. Agriculture Food
Authority (AFA)

Agricultural and Food
Authority Act of 2013

To promote best practices in the
agricultural and aquatic value chain.
It protects consumers against
contaminated food products

345
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Category Implementing agency Act Purpose
6. Kenya Plant Health Kenya Plant Health To support the administration and
Inspectorate Service | Inspectorate Service Act of | enforcement of food safety measures.
(KEPHIS) 2012 Safeguards the economy, environment,
and human health by assuring the
quality of agricultural products to prevent
adverse impacts on consumers
7. Kenya Consumer Consumer Protection Act, To undertake or commission studies or
Protection Advisory 2012 research for consumer protection and
Committee publish National and County Consumer
(KECOPAC) Protection Annual Reports
8. Weights and Weights and Measures Act | To regulate the use, manufacture, and
Measures of 2012 sale of weights and measures and
provide an international system of units
(Sl) and ensure fair trade practices
Health and 1. Competition Competition Act of 2009 To prevent unfair and misleading market
Safety Authority of Kenya practices to protect consumers

2. Kenya Dairy Board

Dairy Industry Act 1958;
Revised 2012

To improve and control the dairy industry
and its products

3. Ministry of Health

Public Health Act of 2012

To protect public health by laying rules
on food hygiene, protection of foodstulffs,
keeping of animals, and protection of
water supplies

4. Kenya Agricultural
and Livestock
Research
Organization
(KALRO)

Kenya Agricultural and
Livestock Research Act of
2013

To provide an administrative framework
for agricultural research and promote
coordination. It regulates, monitors, and
ensures that all agricultural research
conducted by institutes and individuals
aligns with national priorities, ensuring
that products reaching consumers meet
set standards

5. Horticultural Crops
Directorate (HCD)

Agricultural Act chapter 318

To coordinate, promote, and develop the
production and marketing of horticulture
products. It upholds fair trade practices
and ensures that consumers are
protected from fraudulent activities in the
horticulture sector

6. Government
Chemists
Department

The Food Drugs and
Chemical Substances Act
Cap 254

The Liquor Licensing Act
Cap 121.

The Alcoholic Drinks
Control Act of 2010

To prevent adulteration of food, drugs
and chemical substances and for matters
incidental and connected thereof

To make provision for regulating the
sale and supply of liquor and for matters
incidental thereto and connected
therewith

To provide for the regulation of
production, sale, and consumption

of alcohol drinks. To protect the
consumers of alcohol drinks of deceptive
inducement and inform them of the risk
of excessive consumption of alcoholic
drinks

7. National Public
Health Laboratories

Food Drugs and Chemical
Substances Act cap 254
(Revised 2012)

Prevent adulteration of food, drugs, and
chemical substances
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Category Implementing agency Act Purpose
8. KEMRI Science Science and Technology Conducts research to address
and Technology (Amendment) Act, 1979 healthcare needs, develops products,
(Amendment) Act, 1979 and provide services based on scientific
findings. The research contributes to
improving human health and quality of
life, aligning with the goal of protecting
consumers
9. Pharmacy and Pharmacy and Poisons Act | Regulates the practice of pharmacy,
Poisons Board Cap 244, ensuring that pharmaceutical products
) are handled by qualified personnel
Pharmacy and Poisons Act | through licensed outlets, thus prevent
Cap 244 (Revised 2012) the distribution of unsafe medicines while
protecting consumers from potential
harm
10. Department of Meat Control Act Cap 356 | To enable control and exercise over
Veterinary Services i ) meat and meat products for human
Animal Diseases Act consumption and over slaughterhouse
and places where meat is processed.
To provide for import and export control
over such meat and meat products
Biosafety National Biosafety Biosafety Act, 2009. To ensure that consumers are made

Authority

The Biosafety (Labeling
Regulations,2012)

aware that food, feed, or product

is genetically modified so that they
can make informed choices. To
facilitate the traceability of genetically
modified organism products to assist
in the implementation of appropriate
risk management measures where
necessary

Standards and
Communication

. Weights and

Measures
Department

Weights and Measures Act
of 2012

Regulate the use, manufacture, and
sale of weights and measures, providing
international units (SI)

. Communication

Authority of Kenya

Kenya Information and
Communications Act of
2013

Protect the interests of
telecommunication and postal service
users

. Kenya Films and
Classification Board

Films and Stage Plays Act
Cap 222 of 1962

Regulate the creation, broadcasting,
possession, distribution, and exhibition of
films and broadcast content to promote
national values and protect children

. Kenya Revenue

Kenya Revenue Authority

Provide clear regulations on procedural

Communications
and the Digital
Economy

Authority Act No. 2 of 1995 Revised | aspects and provisions related to
2018 income, value added tax, and excise
duty
. Ministry of Presidential Executive Formulate policies and laws to regulate
Information, Order No. 1 of 2016 standards and services in the ICT sector,

telcos, and the media




KENYA ECONOMIC REPORT 2024

ENHANCING PRODUCTIVITY FOR SUSTAINED INCLUSIVE GROWTH

Annex 5.2: Descriptive statistics of the firms that export vs those that sell locally

Variable Local market Export market Variable Local market Export

Market
Employees 111.47 221.5 Age Business 18.91 35.08
LogEmployees 3.65 5.6 Share HighSch And 81.83 85.33

Higher

LogSales 17.36 19.28 Research_dev2 | 1,206,578.95| 9,430,257.43
LogCapital 15.58 15.88 Number HighlySkilled 9.64 40.52
logintermediatelnputs 16.51 17.94 Share Highly Skilled 26.6 20.86
Capitallntensity 198,609.47 598,885.49 Loan 0.95 0.93
BusinessCategory 1.45 2.27 TFP -0.412 0.314

Annex 5.3: Determinants of TFP for exporting firms

log(Capital Intensity) -0.077 (0.066)
BusinessCategory1 0.443 (1.321)
BusinessCategory2 1.000 (1.322)
BusinessCategory3 1.322 (1.303)
Age Business 0.016(0.008) **
High School and Higher institutions of leaning 0.005 (0.006)
Research_dev 0.276(0.314)
Training -0.302(0.309)
ShareHighlySkilled -0.007 (0.007)
Loan1 0.409(0.518)

Constant -1.384 (1.699)

Observations 86

R2 0.185

Adjusted R2 0.076

Residual Std. Error 1.264 (df = 75)
F Statistic 1.700* (df =10; 7

Note: *p<0.1; **p<0.05; ***p<0.01




Annex 5.4: The factors identified to affect
trade participation.

Using the World Enterprise Survey (2018)
dataset, several drivers of GVC participation
were estimated using Tobit model. The
results reveal that the positive and significant
coefficients for large firms across all models
imply that, compared to small firms, large firms
tend to have higher GVC participation. The
positive relationship between log of productivity
and the GVC index remains consistent in

ANNEXES

productivity levels are more likely to participate
in global value chains and vice versa. The study
also examines productivity as another driver of
Global Value Chain (GVC) participation. This
aspect has received extensive attention in the
theory of heterogeneous firms, as evidenced
by notable literature such as Antras, Fort and
Tintelnot (2017). Consistent with existing
research, productivity demonstrates a positive
correlation with GVC patrticipation, as indicated
by the coefficients derived for the three modes
of GVC.

all models, indicating that firms with higher

Annex 5.5: Estimated results for the drivers of GVC participation

Model (1) Model (2) Model (3)
GVC index Backward linkage Forward Linkage
Firm size
Medium -0.276 -2.858 12.31°
(-0.11) (-0.53) (1.93)
Large 777" 14.62" 23.10™
(2.27) (2.25) (3.10)
Lnproductivity 3.944™ 7.479™ 5.287"
(5.41) (4.93) (3.05)
Firm ownership
% Owned domestically 0.112 0.362 -0.274
(0.76) (1.12) (-0.88)
% Owned by foreigners
0.262° 0.794™ -0.259
(1.77) (2.95) (-1.08)
Innovation
Patent 6.321 0.383 15.01
(1.27) (0.04) (1.33)
-6.120 -13.95 -3.936
Trademark (-1.12) (-1.26) (-0.31)
Industrial design 1.488 -4.796 8.403
(0.47) (-0.74) (1.13)
Research & Development expenditure 9.588™ 17.38™ 16.38"
(3.27) (2.86) (2.48)
Internationally Recognized Quality Certification 22.21" 0.605 61.96™
(7.80) (0.10) (9.65)
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Obstacles to financial access

Minor obstacle -5.829 -9.488 -7.698
(-1.87) (-1.47) (-1.02)

Moderate obstacle 4112 3.310 13.82
(1.27) (0.50) (1.81)

Major obstacle -1.389 -0.665 1.939
(-0.40) (-0.09) (0.24)

Very severe obstacle 7.129 -24.79° 8.912
(1.13) (-1.96) (0.60)

var(e.GVC index) 890.7" 3459.5™ 3634.3"
(14.15) (12.27) (9.95)

Observations 839 839 839

t statistics in parentheses

"p<0.1," p<0.05, ™ p<0.01

Annex 7.1: Out of school learners using NER level by county, 2020

County Primary School Level Secondary School Level
National 21.9 45.9
Baringo 21.7 47.8
Elgeyo Marakwet 8.4 38.3
Embu 12.9 24.1
Garissa 73.3 90.1
Homa Bay 11.2 35.3
Isiolo 62.9 79.6
Kajiado 37.9 62.7
Kiambu 27.5 36.0
Kilifi 21.2 69.1
Kitui 2.0 46.9
Kwale 21.0 73.5
Laikipia 19.8 40.7
Lamu 16.3 64.6
Machakos 12.8 30.2
Makueni 2.9 18.8
Mandera 64.2 88.6
Marsabit 61.1 87.9
Meru 18.3 38.1
Migori 9.7 36.4
Nakuru 14.6 40.8
Narok 28.5 66.5
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Nyeri 1.7 8.4
Samburu 56.0 70.0
Taita Taveta 113 32.0
Tana River 51.9 81.1
Tharaka Nithi 0.1 3.0
Turkana 47.0 83.3
Wajir 75.4 85.5
West Pokot 13.6 47.7
ASAL Counties 28.1 52.7
Bomet 14.2 21.6
Bungoma i8:3 37.8
Busia 18.8 57.4
Kakamega 3.1 41.7
Kericho 1.3 24.6
Kirinyaga 10.3 19.2
Kisii 14.3 17.0
Kisumu -1.6 39.2
Mombasa 32.6 68.1
Murang’a 5.6 0.0
Nairobi City 38.2 71.2
Nandi 5.0 40.5
Nyamira 7.6 21.4
Nyandarua 12 24.9
Siaya 17.8 28.6
Trans Nzoia 10.7 37.2
Uasin Gishu 22.7 55.7
Vihiga 5.9 22.4
Non-ASAL 12.9 34.9

Data Source: Ministry of Education (2020), Basic Education Statistical Booklet

Annex 7.2: Net enrolment rate at primary education level by county, 2020

County Primary School Level Secondary School Level
National 78.1 54.1
Garissa 26.7 9.9
Mandera 35.8 11.4
Marsabit 38.9 12.1
Wajir 24.6 14.5
Turkana 53.0 16.7
Tana River 48.1 18.9
Isiolo 37.1 20.4
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Kwale 79.0 26.5
Nairobi City 61.8 28.8
Samburu 44.0 30.0
Kilifi 78.8 30.9
Mombasa 67.4 31.9
Narok 71.5 33.5
Lamu 83.7 35.4
Kajiado 62.1 37.3
Busia 81.2 42.6
Uasin Gishu 77.3 443
Baringo 78.3 52.2
West Pokot 86.4 52.3
Kitui 98.0 53.1
Kakamega 96.9 58.3
Nakuru 85.4 59.2
Laikipia 80.2 59.3
Nandi 95.0 59.5
Kisumu 101.6 60.8
Elgeyo Marakwet 91.6 61.7
Meru 81.7 61.9
Bungoma 86.7 62.2
Trans Nzoia 89.3 62.8
Migori 90.3 63.6
Kiambu 72.5 64.0
Homa Bay 88.8 64.7
Taita Taveta 88.7 68.0
Machakos 87.2 69.8
Siaya 82.2 71.4
Nyandarua 88.0 75.1
Kericho 98.7 75.4
Embu 87.1 75.9
Vihiga 94.1 77.6
Bomet 85.8 78.4
Nyamira 92.4 78.6
Kirinyaga 89.7 80.8
Makueni 97.1 81.2
Kisii 85.7 83.0
Nyeri 88.3 91.6
Tharaka Nithi 99.9 97.0
Murang’a 94.4 101.9

Data Source: Ministry of Education (2020), Basic Education Statistical Booklet
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Annex 7.3: Gender Parity Index at all levels of basic education by county, 2020

County Pre-primary Primary Secondary
National 0.97 0.96 1.01
Mandera 0.66 0.60 0.54
Wajir 0.80 0.77 0.58
Turkana 0.94 0.90 0.62
Garissa 0.81 0.73 0.68
Samburu 0.90 0.90 0.74
Narok 0.98 0.95 0.82
Tana River 0.90 0.97 0.83
Lamu 0.93 0.96 0.87
West Pokot 1.00 0.98 0.90
Homa Bay 1.00 0.97 0.90
Kilifi 0.98 0.97 0.92
Mombasa 0.99 1.02 0.95
Marsabit 1.03 0.97 0.96
Trans Nzoia 0.99 0.97 0.97
Siaya 0.99 0.99 0.97
Migori 1.01 0.99 0.97
Kisii 1.00 1.00 0.97
Nyamira 1.00 0.96 0.97
Isiolo 1.05 1.08 0.98
Embu 0.95 0.96 0.99
Bomet 0.97 0.95 0.99
Nyeri 0.96 0.96 1.00
Kericho 0.98 0.95 1.00
Taita Taveta 1.01 0.96 1.01
Baringo 0.96 0.94 1.01
Laikipia 0.97 0.95 1.02
Murang’a 1.01 0.98 1.03
Nandi 0.99 0.94 1.03
Kajiado 0.94 0.97 1.03
Makueni 0.96 0.94 1.04
Nakuru 0.99 0.97 1.04
Nairobi City 1.01 1.01 1.04
Nyandarua 0.95 0.94 1.05
Kiambu 0.99 0.98 1.05
Bungoma 0.98 0.98 1.06
Kwale 0.97 0.97 1.07
Kakamega 1.00 0.99 1.07
Tharaka Nithi 1.00 0.97 1.08
Uasin Gishu 0.99 0.96 1.08
Busia 1.03 0.99 1.09
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Kitui 0.97 0.95 1.10
Kirinyaga 0.94 0.95 1.10
Kisumu 1.01 0.99 1.10
Meru 0.98 0.98 1.11
Machakos 0.97 0.94 1.1
Elgeyo Marakwet 0.98 0.96 1.12
Vihiga 1.00 0.98 1.20

Data Source: Ministry of Education (2020), Basic Education Statistical Booklet

Annex 8.4: Classification of counties by level of aridity

Arid Counties
(85 -100%)

Semi-Arid Counties

(30-84%)

Semi-Arid Counties

(10-29%)

Non-ASAL counties
(Less than 10%)

Wajir
Marsabit
Garissa
Samburu
Turkana
Mandera
Isiolo

Tana River

Tharaka Nithi
West Pokot
Meru
Baringo
Kilifi

Taita Taveta
Kajiado
Kwale
Laikipia
Embu
Machakos
Makueni

Lamu

Homa Bay
Migori

Narok,

Elgeyo Marakwet
Nyeri

Kiambu

Nakuru

Siaya

Trans Nzoia
Nyamira
Kirinyaga
Busia
Bomet

Kisii

Kericho
Nyandarua
Murang’a
Bungoma
Vihiga
Nandi

Uasin Gishu
Nairobi
Kisumu
Kakamega
Mombasa

Data source: State Department for the ASALS and Regional Development
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Average GVA per county (millions)

Annex 8.2
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Annex 8.10: County labour productivity 2021
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Data: Author’s computation using KNBS Kenya Continuous Household Survey 2021 and KNBS
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Annex 8.11: Employment in the services sector by county
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Activities of extraterritorial organizations and bodies
m Activities of households as employers; undifferentiated goods and services-producing activities of households for own use
m Other service activities
m Arts, entertainment and recreation
m Human health and social work activities
H Education
m Public administration and defence; compulsory social security
W Administrative and support service activities
m Professional, scientific and technical acthities
m real estate
m financial and insurance
Information and communication
m Accomodation and food services
m Transport and storage
m Wholesale and retail trade; repair of motor vehicles and motorcycles

Data: Author’s computation using KNBS Kenya Continuous Household Survey 2021
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