MINISTRY OF FOREIGN AFFAIRS OF DENMARK
Danida

KENYA-DENMARK
PARTNERSHIP

STRATEGY FOR DEVELOPMENT COOPERATION 2006-2010
= 2% 5 '




Cover photo: Jgrgen Schytte



KENYA-DENMARK
PARTNERSHIP

STRATEGY FOR DEVELOPMENT COOPERATION
2006-2010



LIST OF ABBREVIATIONS

AIDS
ASAL
ASPS
BSPS
CG
CSOs
DCG
DEC
DKK
EAC
EC
EMCA
ERSWEC

GDP
GJLOS
HAC
HIV
HRDGG
HSPS-I
HSPS-II
IFU
IGAD
IMF
IP-ERS
JSA
KCG

Acquired Immune Deficiency Syndrome

Arid and Semi-Arid Lands

Agriculture Sector Programme Support

Business Sector Programme Support

Consultative Group

Civil Society Organisations

Donor Coordination Group

District Environmental Committee

Danish Kroner

East African Community

European Commission

Environmental Management and Coordination Act
Economic Recovery Strategy for Wealth and Employment
Creation

Gross Domestic Product

Governance, Justice, Law and Order

Harmonisation, Alignment and Coordination Group
Human Immunodeficiency Virus

Human Rights, Democratisation and Good Governance
Health Sector Programme Support, Phase |

Health Sector Programme Support, Phase |l
Industrialisation Fund for Developing Countries
Intergovernmental Authority on Development
International Monetary Fund

Investment Programme - Economi Recovery Strategy
Joint Staff Assessment

Kenya Coordination Group



KES
KGGP
KJAS
MDGs
MENR
Mo)CA
MS-Kenya
MTEF
NARC
NEAP
NEMA
NGOs
NHSSP
PRSP
PSDP
SME
SPS
SRA
WB

Kenyan Shillings

Kenya Good Governance Programme

Kenya Joint Assistance Strategy

Millennium Development Goals

Ministry of Environment and Natural Resources
Ministry of Justice and Constitutional Affairs
Mellemfolkeligt Samvirke-Kenya

Medium-Term Expenditure Framework
National Rainbow Coalition

Kenya National Environment Action Plan
National Environmental Management Authority
Non-Governmental Organisations

National Health Sector Strategic Plan

Poverty Reduction Strategy Paper

Private Sector Development Programme

Small and medium-sized enterprises

Sector Programme Support
Strategy for Revitalisation of Agriculture
World Bank



LIST OF CONTENTS

List of Abbreviations
List of Contents

1.1
1.2

1.3

2.1
2.2
2.3
2.4

3.1
3.2
3.3
3.4
3.5

Introduction

Denmark’s Development Policy

Kenya as a Programme Country

Lessons Learned from Previous Danish-Kenyan Cooperation

Poverty and Development in Kenya

Poverty in Kenya

Kenya’s Poverty Reduction Strategy

Additional Factors Affecting Development Cooperation
Support Provided by Other Donors

Cooperation between Kenya and Denmark

General Objectives and Strategic Goals

Performance Goals

Alignment and Harmonisation of Development Cooperation
General Strategic Priorities

Assumptions and Obligations of Both Parties

18
18
21
23
24
26



4.1
4.2
4.3
4.4
4.5
4.6

5.1
5.2
5.3
5.4
5.5

Focal Sectors and Thematic Areas

Agriculture

Private Sector Development

Health

Water and Sanitation

Good Governance, Regional Stability and Anti-Terrorism
Assistance to the Environment

Other Activities

Assistance to Refugee Affected Areas

Danish NGOs in Kenya

Research Activities

Technical Advisers and Scholarships

Multilateral Development Organisations Based in Kenya

Monitoring the Country Programme

28
28
31
34
36

41

44
44
45
45
46
46

47



KENYA

ETHIOPIA

SOMALIA




1.
INTRODUCTION

1.1 Denmark’s Development Policy

Poverty reduction is the major objective of Denmark’s development policy.
Danish development cooperation is aimed at improving the lives of the poor
sections of the population by ensuring critical investments in people and pro-
moting sustainable development through poverty-oriented economic growth.
The promotion of human rights and democracy, participation of women in the
development process and securing a sustainable environment are important
considerations in Danish development cooperation. The delivery of effective
assistance through strategic, performance-oriented activities centred on sector
programme support (SPS) is a fundamental principle in Denmark’s develop-
ment policy.

Denmark’s bilateral assistance is channelled to a selected group of countries -
programme countries - that demonstrate the will and ability to promote long-
term, sustainable development. These countries suffer from grave poverty but
live up to their responsibility of combating poverty by developing and imple-
menting long-term national poverty reduction strategies and at the same time
upholding democracy, respect for human rights and good governance.

A fundamental principle of Denmark’s development policy is that the coopera-
tion should be based on the programme country’s own strategies and policies.
In addition, partnership is a cornerstone of Denmark’s development coopera-
tion. Partnerships with the Kenyan government, national and international in-
stitutions and agencies, the private sector, civil society, as well as the people
that benefit from Danish development cooperation are strengthened in order
to ensure effective poverty reduction.



This country strategy presents concrete plans for Denmark’s development co-
operation with Kenya for the five-year period 2006-2010 and also the frame-
work for a continued long-term partnership with Kenya.

1.2 Kenya as a Programme Country

Kenya has been a long-time development partner with Denmark. The Danish
government has confirmed its commitment to keep Kenya as a Danish pro-
gramme country because more than half the population presently live below the
poverty line and because the new government in Kenya (democratically elected in
2002) has declared its commitment to pro-poor economic growth and good gov-
ernance, including fighting corruption. Kenya’s democracy has demonstrated its
strength and endurance and civil society is growing. Multiparty democracy has,
however, turned out to be quite difficult and vulnerable, leading to somewhat er-
ratic implementation of reforms. Unfortunately, some setbacks cannot be avoided.
Kenya has a strong potential for economic growth, particularly through its entre-
preneurial private sector. Kenya also has an important regional role as a stabilising
factor in the Horn of Africa and is committed to fighting international terrorism.

Denmark has provided bilateral development assistance to Kenya since 1963.
Kenya was among the first countries to be selected as a Danish programme
country in 1989. At times the cooperation has been difficult. From the late
1980s development cooperation between the two countries became increas-
ingly tense due to President Mof’s resistance to implement a multiparty system
as well as endemic cases of bad governance, widespread large-scale corruption
and a deteriorating human rights situation. As a consequence, bilateral assi-
stance to Kenya decreased and the assistance was directed to district authorities,
NGO:s and local communities. Cooperation with the Kenyan government was
minimal. The assistance was geographically concentrated in the Arid and Semi-
Arid Lands (ASAL) in South Eastern Kenya.

After the democratic elections in December 2002 and with the declared politics of
the new government, the opportunities for Danish-Kenyan development coopera-
tion have improved. Denmark, along with other development partners readily
recognised the need to support the new political reform programme and Den-
mark was among the first development partners to give Kenya a ‘democracy divi-
dend’ by increasing the level of assistance by 40 pct. in 2003. It was at the same
time decided to develop a country strategy for Denmark’s cooperation with
Kenya.



Kenya faces a multitude of development challenges that need development assi-
stance, and both multilateral and bilateral development partners have recognised
this and expressed support to Kenya. At this critical juncture, Denmark wishes to
support democratic development and the fight against poverty in Kenya.

1.3 Lessons Learned from Previous Danish-Kenyan Cooperation

In the five-year-period 2000-2004, the bilateral Danish support to Kenya to-
talled DKK 431 millions. Annual disbursements rose from DKK 50 million in
2000 to DKK 120 million in 2004. The sectors supported were: Health (DKK
135 million); Agriculture (DKK 129 million); Human Rights, Democratisa-
tion and Good Governance (DKK 64 million); Infrastructure (DKK 25 mil-
lion); Education (DKK 22 million); Water and Sanitation (DKK 16 million)
and Others (DKK 40 million).

In the second half of 2003, an evaluation of six projects funded by Danish In-
ternational Development Assistance (Danida) took place in the Makueni and
Taita Taveta districts. The projects were evaluated very positively, highlighting
strong local ownership, a strong participatory approach in both project plan-
ning and implementation, and a high success rate in cost sharing among the
projects, local authorities and the communities. It was clear, however, that
long-term sustainability and impact could not be fully achieved through this
project approach. The evaluation recommended that future activities should
have a stronger focus on capacity and institutional building.

Opver the last decade, Danish bilateral assistance has also included substantial
support at national and local level to the areas of human rights, democratisa-
tion and good governance. The activities were mainly aimed at bringing for-
ward democratic change. Furthermore, a range of activities was focused on
gender equality. After the 2002 elections, the Danish development pro-
grammes have been aligned more closely with government programmes. There
is strong evidence that a flexible approach, which makes it possible to shift be-
tween support for civil society, local institutions and the business community
on the one hand and engaging central government in reform programmes on
the other, have contributed considerably to the consolidation of democracy in
Kenya.

The Private Sector Development Programme (PSDP) was launched in Kenya
in 2002. It is functioning well and there is a growing interest from the private
sectors in both countries.



The positive evaluation and experience from the Danish-supported develop-
ment projects combined with the improved political situation in Kenya provide
strong justification for expanding and enhancing bilateral development coope-
ration between Denmark and Kenya.
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2.
POVERTY AND DEVELOPMENT IN KENYA

2.1 Poverty in Kenya

During the period 1993-2003, poverty in Kenya increased. The proportion of
the population living below the poverty line rose from 49 pct. in 1990 to 56
pct. in 2003. In addition, key social indicators such as life expectancy, infant
and child mortality, maternal mortality, morbidity, nutritional status and illi-
teracy rate showed deterioration in the 1990’s. The reasons for the increase in
poverty are mainly lack of good governance and economic stagnation. At the
same time, the growth of the population from 8 million people in 1963 to 31
million people in 2004 amplified the negative trend.

The average GNI per capita in Kenya in 2004 was USD 400. Social inequality in
Kenya is significant. Based on 1997 figures, recent studies rank Kenya among the
top ten most unequal countries in the world and the fifth in Africal. Inequalities
in Kenya are manifested in various forms. Differences in share of income and so-
cial services are observed across regions, genders and even specific segments of the
population. The country’s top 10 pct. of households controls 43 pct. of the total
income, while the bottom 10 pct. controls 1 pct. Three quarters of the poor live in
rural areas, but urban poverty is increasing with the growth of informal settle-
ments with little or no access to public services.

There is scarcity of arable land in Kenya where 80 pct. of the country is classi-
fied as arid and semi-arid lands (ASAL). These areas support 25 pct. of the
population. The low level of productivity is aggravated by poor cultivation

! Figures here are based on Pulling Apart. Facts and Figures on Inequality in Kenya, Society
for International Development. In ‘Human Development Report 2005, the UNDP presents
a slightly less dispersed picture, although the statistical material is similarly dated.
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practices leading to soil and environmental deterioration, and by land tenure
and land subdivision, with plots being too small for subsistence farming. The
supply of water is inadequate in relation to the needs of humans, livestock,
crops and wildlife.

More women suffer from poverty than men. In general, female-headed house-
holds are worse off than male-headed households; women’s participation in de-
cision-making remains far below that of men; female illiteracy is almost twice
that of males; and violence against women remains widespread. Cultural and
traditional practices restrain women’s access to economic resources, including
land, despite the fact that 69 pct. of the active female population work as sub-
sistence farmers. Women in the ASAL spend much of their time fetching water
and fuel. Other groups vulnerable to poverty include the landless, pastoralists,
urban slum dwellers, orphans, unemployed youth, victims of HIV/AIDS and
people with disabilities.

HIV/AIDS has been declared a ‘national disaster’ by the Kenyan government. Al-
though the national HIV prevalence is difficult to ascertain because of poor data,
it is estimated to be around 6.7 pct.2 (2003) of the population. Currently, AIDS-
related deaths represent about 40 pct. of total mortality and 1.5 million Kenyans
have died from AIDS. There are 1.2 million HIV/AIDS orphans in Kenya.

2.2 Kenya’s Poverty Reduction Strategy

In June 2003, the Kenyan government launched its ‘Economic Recovery
Strategy for Wealth and Employment Creation 2003-2007’ (ERSWEC). An
action plan for the ERSWEC, the ‘Investment Programme’ (IP), has also been
developed. In May 2004, the IP-ERS was endorsed by the World Bank (WB)
and the International Monetary Fund (IMF) as Kenya’s Poverty Reduction
Strategy Paper (PRSP).

The main objective of the ERSWEC is to reduce poverty by promoting strong
economic and employment growth. Goals for poverty reduction linked to the

Millennium Development Goals (MDGs) are identified and progress and tar-

gets indicators are established. Thus, the ERSWEC contains a broad develop-

ment agenda, encompassing reforms aimed at accomplishing the following:

2 Ages 15-49, UNDP Human Development Report 2005.
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e Economic growth through sound macroeconomic policies and the creation of a
conducive environment for private sector investments supported by reforms of fi-
nancial services and an expansion of investments in infrastructure.

e Equity and poverty reduction, which would be aided by actions to improve the ac-
cess of the poor to basic services (primary education and health) and the revival
of agricultural growth (including development of the ASAL).

e Governance through public sector reforms, including strengthening public safety,
rule of law and anti-corruption measures.

The ERSWEC and IP-ERS have been well received by the bilateral and multi-
lateral development partners. The primary strengths of the strategy are the
strong emphasis on improving governance and restoring the rule of law and its
comprehensive monitoring system. The strategy is, however, very ambitious
and asince being launched it has become evident that the Kenyan government
faces several dilemmas when prioritising among the many different objectives.

One of the main challenges is to make sure that the ERSWEC objectives are
reflected in the national budget and the Medium-Term Expenditure Frame-
work (MTEF). The Kenyan government is working on a closer integration of
these processes and has developed a Budget Strategy Paper. Gradually, this exer-
cise shall lead to pro-poor budgeting and contribute to linking budget out-
comes to the IP-ERS. Although there have already been significant improve-
ments, there is still some way to go. A crucial element in this process is the
finalisation of the ongoing elaboration of coherent sector policies and strategies
in order to define development objectives, indicators, targets and budgets at
sector level. Furthermore, coherent sector policies and strategies are also a pre-
requisite for the needed progress in aligning donor assistance and moving to-
wards sector wide approaches (SWAps).

The ERSWEC does not deal specifically with gender issues. However, the IP-ERS
recognises this weakness along with the need for special efforts to empower
women and reduce their vulnerability. Efforts to mainstream gender in the ER-
SWEC are ongoging. Constraints, however, include lack of gender-disaggregated
analysis and gender-specific targets for defining improvements in the economic,
social and legal situation.

13



Protection of the environment is a cross-cutting issue in the ERSWEC, which
takes cognizance of the need to achieve the broad macro and sectoral objectives
and targets without compromising the environment. In addition, important en-
vironmental actions are incorporated in the objectives for the agricultural sector.

The Kenyan government has elaborated the first annual progress report of the
IP-ERS covering 2003-2004. The report marks an important shift in the plan-
ning process by focusing on results. However, there are still many weaknesses
in the monitoring and evaluation systems. The reporting on trends in key per-
formance indicators and on progress towards the annual targets indicates that
the revitalisation of the economy is moving forward, but exposes limited
achievements in the social sectors. The main success is the increase in the net
enrolment in primary school from 5.9 million children in 2002 to 7.2 million
in 2003. On a more horizontal level, the report states that important progress
has been made in the ongoing process of strengthening public financial ma-
nagement. The WB/IMF Joint Staff Assessment of the progress report largely

confirms the Kenyan government’s views.

Along with other donors, Denmark will assist in strengthening the monitoring
and evaluation systems of the Kenyan government. In this process, attention
will be given to ensuring the existence of gender-disaggregated data both in
terms of analysis and targets.

2.3 Additional Factors Affecting Development Cooperation

Kenya’s economy is the third largest in sub-Saharan Africa after South Africa
and Nigeria. Kenya has a substantial development potential as a result of its
relatively diversified economy. Agriculture is the most important sector, which
contributes to 24 pct. of Kenya’s Gross Domestic Product (GDP). Industry is
the second most important sector, contributing 13 pct., while trade, tourism
and hotels account for 12.7 pct. The trade balance is negative with a deficit of
about USD 1.3 billion. Performance is relatively good in some areas of the
agriculture sector, notably horticulture and tea production.

Kenya experienced an average annual GDP growth rate of 7 pct. between 1965
and 1980. Growth rates fell steadily in the 1990s to average rates of 2.2 pct. and as
low as -0.2 pct. in 2000. During recent years the economy has grown by 1.1 pct.
in 2002, 1.8 pct. in 2003 and 4.3 pct. in 2004. These rates should be compared to
annual growth rates of around 6 pct. in the 1960s and 1970s. When taking the
growth of the Kenyan population of 3.2 pct. (average per year 1975-2003) into
account, the GDP per capita growth has in some years been negative.
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The decline in economic performance in Kenya during the 1990s was caused
by unstable macroeconomic policies, slow pace of institutional reforms, declin-
ing investments and productivity as well as structures of political and economic
patronage. The country’s economic decline has been further exacerbated by ex-
ternal factors such as recurrent drought/floods and low world market prices for
Kenyan goods. Poor governance led to huge capital outflows and reduced in-
flows of aid. Under these circumstances, Kenya was unable to maintain its in-
frastructure and public services.

Public sector reform has been slow in Kenya. The ERSWEC has introduced
plans for a pay reform for performance-based management and realignment of
ministerial organisational structures based on core functions of government.
This also means privatisation of a number of the public companies and paras-
tatals, which is an area showing particular lack of progress. The level of public
expenditure has been on a general upward trend despite the government’s poli
cy objective of containing overall expenditure. The wage bill is about 8.6 pct.
of GDP. Achieving the 6.74 pct. target by 2008 will require a substantial
downsizing of the civil service. The government’s commitments to the IMF
will require a total downsizing of the civil service by 29,740 people during the
period. The ERSWEC includes a Voluntary Retirement Scheme (VRS) with a
target figure of 21,500 civil servants. On a positive note the revenue from tax
collection is on the increase.

1

The most important reform, however, is revision of the Constitution. Among
the main issues debated is the distribution of power: between the president and
parliament and between central government and local government. The revi-
sion process came to a preliminary conclusion when the new draft constitution
was rejected in a referendum that took place on 21 November 2005. The draft
constitution provided for increased devolution of authority to local levels, but
local authorities only account for 5 pct. of the government revenue and most
of them have very limited capacity. Decision-making is likely to remain highly
centralised for some time into the future.

The constitutional issues are, however, likely to remain high on the political
agenda, Sush issues include the powers of the president, devolution of autho-
rity to the local level, land rights and entrenchment of human rights. The vic-
torious opponents to the latest draft have demanded further consultations on a
way forward and the issues are under all circumstances so crucial and contro-
versial that they will need to be addressed, at the latest in connection with the
2007 elections.
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Corruption continues to be a major problem in Kenya. The ERSWEC recog-
nises that poor economic governance, including endemic corruption and poor
accountability in public resource management, are some of the key impedi-
ments to economic and social development. The current government made a
strong pledge to combat corruption when taking office and has since con-
firmed this commitment. The Kenyan government has elaborated an anti-cor-
ruption action plan with specific actions, targets and indicators for preventing
corruption in the future. The progress report on the first six months (published
September 2005) shows progress in the institutional set-up, including passing
of crucial laws. Petty corruption among lower civil servants is being addressed
through streamlining and computerising administrative procedures. The gov-
ernment has, however, been fairly slow to produce specific follow-up on high-
profile cases, and continued lack of transparency in relation to security related
procurement, for example, has not been addressed. A perception of Kenya as a
country with rampant corruption persists widely.

Kenya has a relatively strong and vibrant NGO community that has played a
vital part in the development effort and especially the promotion of good gov-
ernance and respect for human rights during the Moi regime. The government
has confirmed that it sees an important role for the civic society and NGOs —
national as well as international - and is committed to facilitating their partici-
pation. Reports from rural areas indicate that community based organisations
are much more active than during the previous regime. However, there are also
indications that the government can be very sensitive about NGO involvement
when politically difficult areas such as the land issue are at stake. Some NGOs,
including MS-Kenya, have complained about pressure and intimidation. In
order to maintain the momentum in the political reforms, it is important that
civil society organisations (CSOs) are allowed to continue to play a part in
Kenya.

Kenya is an important political player in Africa and plays a positive role in the
promotion of peace, stability and conflict prevention in the region. Kenya is
constructively engaged in the peace processes in Somalia and Sudan and plays
important roles in regional and sub-regional organisations such as the Inter-
Govermental Authority on Development (IGAD), which is involved in media-
tion efforts. Kenya has suffered several terrorist attacks, which have signifi-
cantly damaged the tourism industry. Kenya is firmly committed to the fight
against international terrorism.
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Kenya has also suffered from conflicts in the neighbouring countries in terms
of economic relations and the influx of a large number of refugees, especially
from Sudan and Somalia. Administrative and management problems have been
immense. The refugees have been a huge burden on the government, the local
communities and the environment, and armed elements have been associated
with violence, crime and possibly terrorism. Kenya has served as a base for re-
lief operations into neighbouring countries.

The new government has moved Kenya towards a more active involvement in
the New Partnership for African Development (NEPAD), including the Peer
Review Mechanism. Economically, Kenya is a key player in the regional eco-
nomic cooperation within the East African Community (EAC) and the Com-
mon Market for Eastern and Southern Africa (COMESA).

2.4 Support Provided by Other Donors

Since independence, Kenya has received an estimated USD 18.4 billion in de-
velopment assistance. In 2004 (latest figures), Kenya received USD 616 mil-
lion, which was a 15 pct. increase compared to 2003. However, the 2004 dis-
bursements were considerably less than the USD 1.4 billion received in 1990.
The ratio of grants to loans is approx. 3:1.

In 2004, the bilateral donors contributed 57 pct. of the development assistance
to Kenya, while multilateral donors provided 37 pct. The balance was made up
by contributions from particularly Swiss, Finnish and Austrian NGOs. In
2004, the USA was the overall leading donor followed by the World Bank, the
UN, the UK and the EU. Denmark presently ranks as number 9 (2004).

Infrastructure attracts the largest amount of foreign assistance. Health, includ-
ing HIV/AIDS, comes second and agriculture third. Support to governance,
energy and education are other major intervention areas. Aid allocations
thereby reflect the country’s development priorities contained in the ERSWEC.
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3.
COOPERATION BETWEEN KENYA

AND DENMARK

3.1 General Objectives and Strategic Goals

The country strategy for Danish development cooperation with Kenya for
2006-2010 will build on a) the Kenyan government’s development plans, as
outlined in the ERSWEC, b) Denmark’s development policy?, ¢) the extensive
past experience of development cooperation between Denmark and Kenya, and
d) the already agreed goal of steadily closer cooperation with other develop-
ment partners. In accordance with this framework, the overarching objective of
the Danish-Kenyan development cooperation will be the reduction of poverty
and the creation of sustainable development through pro-poor economic
growth.

The major strategic directions in Danish development cooperation with Kenya
in the period 2006-2010 will be:

e Active participation in and support to the government’s reform agenda.

e Active participation in harmonisation efforts with other development partners, with
a view to attaining full alignment with government procedures and structures.

e A shift from project assistance to sector programme support.

These directions will be implemented with due caution, taking into considera-
tion the Kenyan government’s capacity and political will to adhere to best prac-
tices with regard to transparency and accountability. The cooperation will be
designed with a view to promoting Kenyan ownership of the development

3 ‘Globalisation - Progress through Partnership. Priorities of the Danish Development for
Assistance 2006-2010’, based on the strategic foundation of “Partnership 2000”.
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processes in the country and strengthening the necessary, but not always popu-
lar, administrative and economic reforms. Improved access to information and
popular participation in the decision-making process will remain a major chal-
lenge in the years to come. This means that support needs to be given to the
public administration system, in order to enable it to deliver results, increase
transparency and demonstrate greater responsibility vis-a-vis the public, not
least in the districts.

In order to achieve its development aspirations, Kenya will need an even
stronger growth than what has been achieved since 2002. In this endeavour
Kenya will build on its private sector, which has demonstrated its strength and
resilience over the years. In order to develop this potential, the Danish Country
Strategy for Kenya targets two productive sectors: agriculture and business.
Better conditions for private initiatives will generate employment and improve
living conditions in Kenya. Private sector-led economic growth requires a posi-
tive business climate that can attract investors. Marginal areas and small pro-
ducers should be involved in this effort in order to secure optimal impact on
poverty alleviation.

In order to reach the targets set for poverty alleviation and improved human
development, a concerted effort is required in the social sectors. The Danish
Country Strategy for Kenya thus focuses on two areas: health and water &
sanitation. Improved health is at the heart of the MDGs and also directly af-
fects the productivity of the labour force. The same is true for water; indeed,
improved access to water is at the top of the priority list for many local com-
munities in Kenya. Water is also crucial for the intensification of Kenya’s agri-
culture. Water and health have been chosen rather than education because of
the strong Danish experience in these sectors and the opportunity to build sy-
nergies also with the agricultural and environmental programmes.

Improved governance is a key to societal development, where the economic
growth of the productive sectors is invested in human development and
poverty alleviation. Against this background, the Danish Country Strategy for
Kenya includes support to government reforms, enhancing the democratic
space and strengthening the respect for human rights, including the role of
CSOs. The challenges posed by fundamentalist and terrorist groups are of par-
ticular concern. This effort is supplemented by Danish support for regional
peace and stability.
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Natural resources provide the foundation for economic growth: Kenya’s envi-
ronment is very rich but also very fragile, and care must be taken not to cause
environmental degradation or over-exploit natural resources. Long-term su-
stainable growth and development is the goal. That is why the Danish Country
Strategy for Kenya includes an environmental sector support programme.

It has been decided to terminate Danish support for the road sector. Infrastruc-
ture is generally well funded and several other donors have become involved in
implementing the approaches developed through the Danish assistance to the
road sector.

A change from the present project approach to first-generation SPS will be ini-
tiated in the country strategy period, 2006-2010. This represents a major chal-
lenge given the fact that comprehensive and coherent national sector policies
are still being elaborated for most sectors, putting considerable strain on na-
tional capacity. Whenever capacity problems, institutional weaknesses and/or
lack of proper policies or enforcement are not conducive to implementing SPS,
Denmark will actively and in close collaboration with other development part-
ners address these shortcomings through policy dialogue and direct support,
including technical assistance (TA) for reforms in public sector management,
not least in financial management. The outcome of the constitutional debate
will set a new framework for decentralisation, which Denmark will support,
while continuing to encourage civil society and local communities to take an
active part in planning and managing development activities.

Even though some donors, including the World Bank and the EC Delegation,
are providing budget support, Kenya is not found at present to have the capa-
city in terms of financial management and accountability to meet Danish
requirements. Denmark will, however, in close collaboration with other deve-
lopment partners, explore the possibilities for offering sector budget support
and actively support initiatives to strengthen public financial management.
Progress may be achieved within the strategy period that will prepare the
ground for this type of support.

The changes in the Danish-Kenyan development cooperation are expected to re-
sult in greater ownership of development efforts by the Kenyan government that
will ensure long-term sustainability. At the same time, coordination and harmoni-
sation of support - with a view to aligning development cooperation fully with
Kenyan policies and structures - are expected to reduce transaction costs and im-
prove the quality of development cooperation in the medium and long term.
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Multiparty democracy has created a very fluid political situation. The constitu-
tional referendum and the 2007 elections are likely to create considerable ten-
sion. Some of the proposed reforms, not least the anti-corruption drive, are
likely to generate resistance from influential circles. Although the Kenyan
economy is doing better, there are some concerns that the growth is mainly
concentrated in a few sectors (the flower industry, tea and tourism), while the
broad-based growth needed for sustainable economic growth might be lacking.
The recent surge in oil prices has contributed to increasing inflation, pointing
towards vulnerability vis-a-vis external shocks. Despite the emerging economic
recovery, international business confidence in Kenya has remained fairly low,
and Kenyan capital rather than foreign direct investments (FDIs) presently
generates most investments. In view of these uncertainties, this strategy will

adopt a flexible approach.

If the government is successful not only in implementing its reform programme —
especially prioritisation of its development initiatives, civil service reform, anti-
corruption drive and deregulation — but also in achieving concrete, confidence
building results, there will be scope for increasing and deepening the development
cooperation between Kenya and Denmark as described in the following presen-
tation. If, on the other hand, the reform process stalls or is slowed down, it will
hardly be possible to go beyond the current level of cooperation.

However, if political progress is reversed and oppression increases again, if insta-
bility develops and new examples of corruption at the higher levels are revealed or
similar developments occur, it will be difficult to maintain the current level and
form of assistance. Another mode of assistance focused at direct interventions at
local level, capacity building and support for civil society will be considered.

3.2 Performance Goals

The overall performance objectives for the Danish-Kenyan development
cooperation are based on the targets and indicators laid down in the ERSWEC
and conform with the MDGs where relevant. The ERSWEC entails a number
of targets and indicators, the most important of which are listed below. Where
relevant, these will be supplemented by performance goals from sector strate-
gies. As the ERSWEC covers the period 2003-2007, no targets have yet been
formulated for 2010. These targets will be integrated in the Danish-Kenyan co-
operation as soon as the Kenyan government identifies them. Progress towards
achieving the Kenyan government’s general objectives and the country strate-
gy’s performance goals will be reported annually in connection with the Em-
bassy’s ‘Assessment of Country Programme’.

21



Area Kenyan government Indicator Baseline Target MDG
objective value

Poverty Reduce absolute poverty Proportion of popula- 56% 46% 17.5%
tion living below the (2003) (2007) (2015)
poverty line

Growth Accelerated economic  Real annual growth 1.1% 3.8% n.a.

growth rate of GDP (2002) (2008)
Health Infant mortality per Infant mortality 114 100 29
1,000 live births (2008) (2015)
Maternal mortality per  Maternal mortality 590 450 126
100,000 births (2008) (2015)
Agriculture4 Revitalise growth of the Real agricultural GDP 1.5% 3.1% n.a.
agricultural sector grow (2003) annually
(2004-2007)

Water Rural water coverage Percentage of rural 50% 60% 77%
households with safe (2007) (2015)
and reliable water

Business Expand trade and Growth of volume of - 5.7% n.a.

industry exports

Governance Public safety, law and ~ Percentage change in - - n.a.

order; Public reforms;  overall Kenya Bribery
Elimination of corrup-  Index5
tion; Judicial reform Percentage change in - - n.a.
Citizen Satisfaction Rat-
ing of key government
(GJLOS) institutions®
Percentage change in - - n.a.

Human Rights Index?

4 Strategy for Revitalisation of Agriculture, March 2004.
5 The Kenya Bribery Index is developed by Transparency International. The baseline and the target for the Dan-
ish Country Strategy for Kenya will be the same as the ones chosen for the GJLOS programme. However, these
have not been fixed yet.
6 The Citizen Satisfaction Rating is under development by the Kenya Human Rights Commission, which will
also monitor and report on the indicator. The baseline and the target for the Danish Country Strategy for Kenya

will be the same as the ones chosen for the GJLOS programme. However, these have not been fixed yet.

7 The Human Rights Index is under development by the Kenya National Human Rights Commission, which
will also monitor and report on the indicator. The baseline and the target for the Danish Country Strategy for
Kenya will be the same as the ones chosen by the GILOS programme. However, these have not been fixed yet.
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3.3 Alignment and Harmonisation of Development Cooperation

The Kenyan government’s efforts to coordinate, harmonise and align develop-
ment cooperation are concentrated in the Kenya Coordination Group (KCG)
under the chairmanship of the Ministry of Finance (MoF). On the donor side,
the major development partners in Kenya are organised in the Donor Coordi-
nation Group (DCG). The DCG has a number of sector sub-groups, including
a special group on Harmonisation, Alignment and Coordination (HAC),
which has been set up to streamline procedures. A sector group system on the
government side exists, although, not all the groups are functioning.

In general, coordination, harmonisation and alignment in Kenya have not pro-
gressed as far as in some other Danish programme countries. This is mainly
due to legacy from the previous government, where Kenyan government/donor
cooperation cooled down. This has left the Kenyan side unaccustomed to de-
velopment coordination at all levels. However, the situation is improving. The
Kenyan government as well as development partners adhere to the Paris Decla-
ration and the parties work towards improving aid effectiveness. Development
partners have declared their commitment to coordinate, harmonise and align
cooperation with the ERSWEC as the central framework. The special donor
harmonisation group, HAC, coordinates its efforts with the government, espe-
cially the MoE which in turn works to improve the coordination of line mini-
stries.

As the latest inidative, the HAC-donors in cooperation with the Kenyan gov-
ernment have embarked on the development of a Kenya Joint Assistance
Strategy (KJAS), along the same lines as joint strategies that have been devel-
oped or will be developed in Tanzania, Uganda and Zambia. The work on the
KJAS is in its initial phases, although a completed KJAS is expected to be pre-
sented at the KCG meeting in April 2007. Denmark intends to participate
fully in the KJAS. The KJAS process may lead to adjustments in the current
strategy — most likely closer cooperation with other donors or the reduction of
Denmark’s involvement in one or two sectors.

Denmark is an active HAC member and Danish efforts within coordination,
harmonisation and alignment will, therefore, be supporting the objectives iden-
tified by HAC: “To increase the effectiveness and efficiency of aid and reduce
transaction costs of the government by avoiding duplication of work, simplify-
ing and standardising procedures, and supporting development partners efforts
to align their support with mutually agreed development priorities to the ex-
tent possible’. Specifically, Denmark will pursue the following targets:
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Targets

Indicators

Donor coordination: Denmark will support
all steps aimed at strengthening the coor-
dination of development cooperation in
Kenya.

Full participation in all activities aimed at
promoting coordination, incl. KCG, DCG,
HAC and government-driven processes at
central level as well as in the sectors.

Harmonisation: Denmark will promote
donor harmonisation within all relevant
focus areas.

Full participation in all harmonisation
activities, incl. joint sector reviews and
possible future joint country
analysis/strategy.

By the end of the strategy period, joint
administration of funds has been adopted
in at least two of the Danish-supported
programmes.

Alignment: Denmark will ensure that
bilateral development assistance closely
adheres to the Kenyan governments
plans.

All sector programmes and major projects
will be designed to support the imple-
mentation of the ERSWEC.

At least three of the main partner institu-
tions have demonstrated significant im-
provement in financial management ac-
cording to Kenya’s auditor general.

All progress on indicators will be reported annually in connection with the
Embassy’s ‘Assessment of Country Programme’.

3.4 General Strategic Priorities

The need for development of the private sector on the one side and the deli-
very of sustainable services in the social sectors on the other as reflected in the
Kenyan ERSWEC, as well as experience gained from the past Danish develop-
ment cooperation has led the country strategy to focus on four sectors: health:
water and sanitation, agriculture and the business sector. Human rights,
democracy and good governance; environment; the Private Sector Develop-
ment Programme (OSDP); anti-terrorism; and support to the Refugee-
Affected Areas Programme are other areas of cooperation.
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In order to maintain an overall focus and reduce the management burden,
maximum coordination and synergy among the programmes will be pursued
where relevant. Areas where mutual reinforcement will be promoted include,
for example, agriculture, business and the PSDP as well as agriculture, water
and environment programmes. Actions implemented through the Human
Rights, Democracy and Good Governance Programme will contribute to the
promotion of pertinent reforms vis-a-vis all sectors.

The sector distribution of the country budget frame is as follows:

Sector 20068 2010

Productive Sectors

Agriculture 17% 17%

Business 18% 17%
Social Sectors

Health 31% 30%

Water and Sanitation 19% 17%
Others

Good Governance 12% 12%

Local Grant Authority 3% 7%
Total 100% 100%

In addition, the following activities are supported outside the country frame
(million DKK):

2006 2010
The Environment Sector Programme
Support (ESPS) 12.5 20
The Refugee-Affected Areas of Origin Programme
(Naeromradeindsatsen) 48.59 50
The Private Sector Development Programme (PSDP) 10 16
Anti-terrorism activities 5 5

Cross-cutting issues - gender equality; environment; and human rights, demo-
cracy and good governance - are reflected in the bilateral activities both
through programmatic support and mainstreaming into the SPS. These issues

8 Based on the Draft Danish 2006 Finance Bill.
9 The figure includes bilateral assistance, multilateral assistance as well as assistance through

Danish NGOs.
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are considered when designing the interventions to ensure maximum impact.
Equal participation in the implementation process and monitoring of the ER-
SWEC, as well as equal access to the outcomes is a priority for Danish develop-
ment cooperation. This is particularly important in rural areas, where female-
headed households and subsistence farmers experience a higher incidence of
poverty than the population in general. In order to maximise impact and facili-
tate strong mainstreaming, the new good governance programme will be de-
signed with a view to securing a close coordination with the governance aspects
of other Danish-supported sector programmes. Involving local communities’
management of public services, such as water supply and health facilities, will
be a key feature of new programmes. Despite renewed focus on improvement
of human rights, women in Kenya still face serious discrimination. In general,
this complex of law and tradition implies that women in the Kenyan society
are more vulnerable than men, and women’s participation in decision-making
processes is restricted. To contribute to the deconstruction of these imbalances
and ensure maximum impact, gender equality is considered when designing
the interventions both within the selected sectors and thematic areas of inter-
ventions as well as across the country programme.

Environmental degradation is threatening the livelihoods of millions of
Kenyans, especially in the ASAL. Thus, the existing activities, notably the agri-
cultural projects, have been designed to take environmental issues into consi-
deration. In addition to the designated environment of support, mainstreaming
environmental aspects will continue in all relevant sectors, especially within
agricultural and water sectors. Environmental impact assessments are carried
out in connection with the planning of new activities where relevant.

3.5 Assumptions and Obligations of Both Parties

The cooperation between Denmark and Kenya is based on the assumption that
both parties fulfil the obligations presented below. The obligations of each
party are summarised as follows:

Denmark is fully committed to supporting the ERSWEC as the framework for
Kenya’s social and economic development. Denmark will assist Kenya in its en-
deavours to combat poverty through support to the selected sectors described
in the country strategy. Denmark is committed to initiating first-generation
SPS within the strategy period with a view to integrating its assistance fully in
the implementation of the ERSWEC. Denmark is obliged to report on the
flow of funds to the MoF on a regular basis to contribute to transparency with
respect to use of funds.
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In order to reduce transaction costs of support and improve the quality, timely
delivery and cost-effectiveness of Danish bilateral cooperation, both Denmark
and Kenya are committed to the coordination, harmonisation and alignment
of external support.

Kenya is expected to stay committed to the priorities in the ERSWEC. Poverty
in Kenya cannot be alleviated without the profound economic, social and po-
litical reforms outlined in this strategy. The implementation of the ERSWEC
will be monitored through the annual progress reports of which the first was
published in March 2005 covering the financial year 2003/2004.

Wealth is distributed very unevenly among the few rich and the vast majority
of poor people in Kenya. Efforts to bridge this gap are crucial for the further
development of a cohesive, peaceful and just society. Economic growth is para-
mount for the Kenyan governments efforts to alleviate poverty and create bet-
ter living conditions for the poor. It is, therefore, expected that the Kenyan
government will continue to address the necessary reforms of the economy and
the private sector outlined in the ERSWEC in order to secure growth.

The commitment and efforts of the Kenyan government to improve gover-
nance and especially to take firm steps to combat corruption are crucial for the
continued strengthening of the modalities for Danish-Kenyan development co-
operation. The Kenyan government is, therefore, expected to implement its
own action plan to fight corruption in the form it was given after the KCG-
meeting in 2005 and any subsequent versions of the plan that may follow.

The continuation of the positive trend of constructive dialogue with civil soci-
ety remains highly important in the ongoing process of improving governance.
The Kenyan government is expected to respect the pluralism of civil society, in-
cluding the media, and to continue the process of transparency and dialogue
with all sections of Kenyan society. At the same time, the government is ex-
pected to refrain from introducing limitations on the freedom of speech or the
freedom to organise.

Despite the falling rate of HIV/AIDS prevalence found in official Kenyan sta-
tistics, the pandemic continues to be the most severe social threat to the coun-
try’s economic development. If the spread of HIV/AIDS is not curbed, deve-
lopment efforts will be undermined. The Kenyan government is expected to
forcefully implement its policies to combat HIV/AIDS.
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4.
FOCAL SECTORS AND THEMATIC AREAS

The programmatic elements of Denmark’s development cooperation with
Kenya in the strategy period 2006-2010 are described in the following chapter.
The chapter will present the planned support to the selected sectors and the-
matic areas. The selection of sectors is not least based on the possibility of cre-
ating synergies between the chosen sectors. It is important to note that most
objectives and indicators are drawn from the ERSWEC and/or national sector
plans. Many correspond directly to the MDGs. Hence, targets are not directly
related to the support provided by Denmark but represent sector-wide goals.
Achieving these depends on the coordinated efforts of the Kenyan government,
donors and other stakeholders. At programme level, quantifiable indicators will
be developed where necessary in order to measure progress.

4.1 Agriculture

Objective (SRA) Indicators (SRA)

Development objective: To attain eco- Population below poverty line reduced by
nomic recovery by transforming Kenya’s ~ 50% by the year 2015.

agriculture into a profitable, commercially

oriented and productive activity that pro-

vides high-quality gainful employment to

Kenyans.

Immediate objective: To revitalise growth Real agricultural GDP growth by 3.1% an-
of the agricultural sector by providing a  nually 2003-2007.

conducive policy and institutional envi-

ronment for increasing agricultural pro-

ductivity and promoting investments in

agricultural enterprises and agri-business.
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Agriculture is the backbone of Kenya’s economy, directly contributing to 26
pct. of GDP and 60 pct. of export earnings. About 80 pct. of Kenya’s popula-
tion live in rural areas, and among the poor households subsistence farmers and
pastoralists account for over 50 pct. About 70 pct. of smallholder farmers are
women. Broad-based growth in the agricultural sector is therefore a key factor
in the Kenyan government’s ability to successfully reduce poverty and improve
the livelihood of the population.

The strategic framework for the Danish support to the agricultural sector is
Kenya’s Strategy for Revitalisation of Agriculture (SRA) (March 2004), which
contributes to attaining MDG 1’s objective of reducing by half the proportion
of people living below the poverty line by 2015. The overriding goal of the
strategy is to achieve a lasting reduction in unemployment and poverty in
Kenya, and the main challenge is the transition of farming enterprises from
subsistence to commercial production. The strategy identifies five critical areas
requiring public action for modernisation of the agricultural sector: reform of
the legal and regulatory framework; promotion of research and technology
development; reform of the extension system to create effective linkages among
research, extension and farmers; establishment and development of a market-
based agricultural credit and inputs system; and promotion of domestic pro-
cessing. Denmark has supported the pilot phase of the implementation of the
agricultural sector reforms.

The investment plan for the ERSWEC 2003-2007 (March 2004) estimates
that 11 pct. of the total costing of the ERSWEC will be used for agriculture
and rural development. In the investment plan, the Kenyan government ex-
presses its commitment to a significant rationalisation of agricultural parastatals
and to allocating a greater share of resources to priority programmes.

Denmark has supported agricultural development in semi-arid districts for
many years. The projects initiated in 1999 will come to an end in 2005. The
support has included: support to smallholder farmers and community initiated
agricultural support activities; support to micro and small enterprise develop-
ment; and support to micro finance initiatives.

A ‘first-generation sector programme’ with Danish support was launched in
July 2005. The Agricultural Sector Programme Support (ASPS) will address
poverty alleviation through support to economic growth and employment

creation in the smallholder-farming sector and amongst small entrepreneurs.
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The ERSWEC and the SRA call for a redefinition of the role of the state as facili-
tator for private sector growth and investment in agriculture. The programme
will assist the Kenyan government in establishing clear roles of the public sector
through support to the development of the policy and regulatory framework for
agriculture, including capacity building. Denmark’s support will in this area form
part of a basket funding arrangement provided by like-minded donors.

The Danish assistance will support agricultural business development, inclu-
ding rural finance. Smallholders and small entrepreneurs constitute the major-
ity of Kenya’s business sector and the change from subsistence farming is vital
for the economic development in agriculture. The ERSWEC aims at creating
500,000 jobs annually. Although this target is hardly realistic, the majority of
new jobs will have to come from smallholders and small enterprises. The sup-
port to agricultural business development as a private sector intervention will
be implemented by private sector stakeholders.

Finally, the ASPS will support districts in establishing rural infrastructure and
agricultural advisory services to reduce transaction costs for agricultural busi-
ness. The decentralised support will be implemented by decentralised govern-
ments and will also assist in building capacity for the devolution process ex-
pected to be included in Kenya’s new constitution. The Kenyan government
emphasises the importance of creating economic development in ASAL areas,
where 65 pct. of the population is poor. The ASPS district-based interventions
will initially target seven semi-arid districts.

The overall outcomes described in the SRA and the ERSWEC will be used for
monitoring. The ASPS will support the development of the monitoring and
evaluation system for impact monitoring developed for the ERSWEC and the
SRA. The ASPS will furthermore liaise with research institutions to document the
scope of interventions in the semi-arid areas creating viable economic develop-
ment and reducing poverty and vulnerability. Output indicators will be gender-
disaggregated. Specific component targets and indicators have been developed.

The Kenyan government recognises that gender inequality is a fundamental
challenge to economic growth and productivity in the agricultural sector. Sup-
port to gender equality will form an integral part of the ASPS, and emphasis
will be given to addressing the special problems faced by women in agriculture.
Within traditionally male dominated areas, such as market-oriented agricul-
ture, agri-business and use of advisory services, the target is that 50 pct. of the
ASPS-beneficiaries will be women. Gender-sensitive baseline studies and indi-
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cators will form the basis on which progress will be measured. The training ac-
tivities will be gender-sensitive and the inclusion of women in decision-making
processes will be given priority, as will women’s participation in business-related
activities, including access to credits.

The semi-arid lands in Kenya are environmentally vulnerable, and support to
productivity enhancing agricultural interventions to promote effective and
sustainable utilisation of the natural resources and environmental protection
forms part of the support. In the targeted ASPS districts, the environment sup-
port programme will support the districts’ capacity to integrate environmental
aspects in their planning, thereby creating synergy with the ASPS.

The programme will support prevention of HIV/AIDS and mitigation of the
impact of the epidemic through pilot interventions designed to include the
more vulnerable segments of the population in economic development. Finally,
the programme will support good governance and democracy by assisting the
Kenyan government in developing transparent and democratic decentralised
planning and accounting processes at local levels.

4.2 Private Sector Development

Objective (ERSWEC) Indicator (ERSWECQ)
Expand trade and industry. Growth of volume of exports raised to 5.7%
per annum.

The ERSWEC takes full recognition of the importance of private sector deve-
lopment in poverty reduction, and it is stated that the productive sectors of the
economy represent the core of the government’s economic recovery strategy. In
the context of the ERSWEC, the productive sectors are agriculture, tourism,
trade and industry. The government estimates that these sectors account for ap-
proximately 50 pct. of GDP and provide 628,000 formal sector jobs and 3.7
million informal small and medium-sized enterprises (SME) sector jobs.

Reviving private sector activity and investment, and specifically micro-enterprise
and SME development, feature prominently in the Kenyan government’s strate-
gy for raising incomes and productivity. The government’s objectives, policies
and strategy for private sector development are articulated in four critical policy
and strategy documents: (i) the ERSWEG; (ii) the IP-ERS, which translates the
government’s mandate into a prioritised programme of action for the coming
years and emphasises the importance of especially the micro and small enterprise

31



sector in job creation; (iii) the Private Sector Development Strategy, which is
presently being prepared by the Ministry of Trade and Industry (MoTT); and
(iv) the ‘Micro and Small Enterprise Sectional Paper’. The latter two documents
lay the policy framework and government vision for the sector’s development.

The Kenyan government is committed to improving the environment for pri-
vate sector growth and investment, mainly by removing barriers to investment
and lowering the cost of business. This will include measures to further libera-
lise trade, strengthen the financial market, enhance the infrastructure, improve
security, facilitate use of technology licences, review mechanisms for wage
determination and improve access to quality training.

To help describe the business climate in Kenya, the following four indicators
have been identified from the World Bank ‘Doing Business™ survey:

Indicator Measured in Score in 2005
Starting a business Time (days) 47
Registering property Time (days) 39
Enforcing contracts Number of procedures 25
Protecting investors WB disclosure index 2

Implementation of the Business Sector Programme Support (BSPS) will com-
mence in late 2005. The BSPS aims to improve the overall environment for
private sector growth and support to the following areas:

* Support the Kenyan government’s efforts to implement its Private Sector
Development Strategy and action plans, especially in terms of strengthening
private sector advocacy, capacitating business associations, enhancing pub-
lic-private partnership, and monitoring and evaluating interventions in pri-
vate sector growth.

* Enhance the competitiveness of SMEs through promotion of vertical link-
ages, access to new markets, technologies standardisation and financial ser-
vices.

* Improve labour market productivity through support to the implementation
of labour market reforms, with an initial focus on occupational health and
safety, HIV/AIDS, labour productivity and benchmarking studies, as well as
and the promotion of tripartite dialogue.

The BSPS aims to improve the overall environment for private sector growth
and will concentrate on regulatory reforms and improved capacity building

32



within the private sector. This support will provide a coordinating framework
for private sector efforts, particularly the PSDP and mixed credits. It will also
be coordinated with the business component of the ASPS. In the area of pri-
vate sector growth, as well as in general, a regional approach will be sought
where feasible, aiming at improving commercial relations to neighbouring
countries, especially Tanzania and Uganda within the East African Commu-

nity.

HIV/AIDS is an important issue for the private sector in Kenya and it is gene-
rally agreed that the pandemic has had a negative impact on productivity, al-
though very little research has been done on the subject. At present, very few
private sector companies have a clear HIV/AIDS policy. The BSPS addresses
the HIV/AIDS issue by balancing the social responsibility obligations of enter-
prises with the productivity aspects. Promotion of women’s and men’s equal ac-
cess to the business sector is incorporated in the BSPS and special attention is
given to enhancing women’s capacities and active participation in the business
sector.

Kenya has participated in the Private Sector Development Programme (PSDP)
since 2002. The overall goal of the programme is to contribute to economic
development in Kenya through the facilitation of long-term business linkages
between companies in Kenya and Denmark. During the first years of the
PSDP in Kenya, most activities have been in the feasibility phase. There has
been a good diversity in the sectors involved, which included agro-industry, in-
dustrial production, and the service sectors. A number of activities are now be-
ing implemented and others are in the pipeline.

The Kenyan government has strongly emphasised the role of private business
in the economic recovery and the PSDP is considered to have great potential.
Against this background, Denmark will continue to support the PSDP in
Kenya during the strategy period 2006-2010 within the framework created by
the Business Sector Programme. The PSDP will also be closely coordinated
with the private sector component of the ASPS. Furthermore, the programme
will establish a close cooperation with IFU with a view to identifying and sup-
porting joint ventures with the potential to develop into IFU projects.

Kenya is eligible for Danish mixed credits projects in both both the public and
private sector. A number of potential initiatives for this form of financing are
under consideration. Opportunities that supplement existing and previous
Danish development cooperation programmes with infrastructure or small in-
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dustrial plants are deemed to be good and have a significant positive impact in
the current economic environment in Kenya.

4.3 Health
Objective (ERSWEC) Indicators (ERSWEC)
Expand basic health services. Reduction of under 5 mortality from 114 per

1,000 live births to 100 per 1,000 live births
by 2008 (MDG 4).

Reduction of maternal mortality rate from 590
per 100,000 women to 450 per 100,000
women by 2008 (MDG 5).

The strategic framework for the Danish support to the health sector is Kenya’s
National Health Sector Strategic Plan 1999-2004 (NHSSP). A new five-year
NHSSP is being developed for 2006-20-10. The NHSSP focuses on reducing
the burden of disease, increasing decentralisation, reallocating more resources
to preventive and promotive services, strengthening health management sys-
tems and human resources, restructuring the Ministry of Health (MoH) to
support health sector reforms, and increasing the flow of resources. Develop-
ment partners, including Denmark, view the NHSSP as a satisfactory frame-
work for the health sector, although implementation has been very slow. It is
important that the revision of the sector strategy and the health sector reforms
promised by the Kenyan government are implemented as soon as possible in
order for Kenya to break the downward spiral of deteriorating social indicators.
A revised sector strategy is also a prerequisite for a SWAp.

In order to implement the NHSSP, the Kenyan government has promised to
increase total government spending in the health sector from 5.6 pct. of the to-
tal public expenditure in 2002 to 12 pct. in 2007, two thirds of which is to be
spent on salaries. The World Health Organisation (WHO) recommends that
countries spend USD 34 per patient per annum. However, Kenya presently
spends approximately USD 12 per patient per annum. Although this is compa-
rable with the situation in other African countries, the health sector will con-
tinue to be under-funded in the strategy period, even with the planned doub-
ling of the government resources.

Denmark has supported the health sector in Kenya for over three decades. In
the mid 1990s, a move towards SPS was initiated. However, the political situa-
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tion and poor governance made it necessary to channel assistance directly to
the provincial level, with close financial monitoring.

In line with the objectives of the health sector in the ERSWEC and the IP,
Denmark will support the efforts to improve the health status in Kenya, parti-
cularly among poor and vulnerable people. The support will aim at expanding
primary health care and makeing it more effective, accessible and affordable.

In the strategy period, the Danish-supported health activities will be carried
out in two phases. In the first phase, 2005-2006, the existing District-Based
Health Support Project in Coast and North Eastern Provinces and the new
‘first-generation sector programme’ — Kenya Health Sector Programme Sup-
port, Phase I (HSPS-I), — will be run in parallel and coordinated by HSPS-I.
HSPS-I includes support to four components: health sector reforms; support
to the pharmaceutical sector; a health information system; and children and
adolescents. In 2007, the two activities will be merged into a full-fledged sector
programme — Kenya Health Sector Programme Support, Phase IT (HSPS-II).

Danish health activities will support improvement of the primary health care
system. The success of the support will depend on the Kenyan government’s
ability to provide primary health care for poor and disadvantaged population
groups and on the health sector’s performance in terms of accountability and
transparency in the use of funds. Coordination and harmonisation of support
from development partners in the health sector are making good progress and
reinforcement of this trend will be given high priority. The two impact indica-
tors for the health sector described in the ERSWEC (see above matrix) corre-
spond to MDGs 4 and 5. Output and outcome indicators for monitoring the
Danish-supported health activities will be selected.

The sector support programme component ‘Health Management Information
Systems’ will promote the collection and analysis of data disaggregated by sex
and age, providing a better basis for gender sensitivity in the planning and im-
plementation of the health sector support. Proper handling and discarding of
expired drugs will address environmental considerations. Transparency and de-
centralisation of activities in the health sector will be strengthened at commu-

nity level.
Throughout the long Danish-Kenyan cooperation in the health sector, exten-

sive capacity and experience have been built in the primary health area. Den-
mark has over the years contributed to the mainstreaming of HIV/AIDS into
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the primary health sector in Kenya. Assisting in the prevention of the spread of
HIV/AIDS and addressing the consequences of the pandemic continues to be
an underlying theme throughout the health activities. Efforts will focus on pre-
venting further spread of the disease, especially among adolescents. Initiatives
that supplement these efforts will be included in other sector programmes. In
parallel, reproductive health is a main area of activity under the sector support
programme’s component for children’s and adolescents’ health.

4.4 Water and Sanitation

Objective (Kenyan government) Indicators (Kenyan government)

Provide 100% of the population with ac- 600 water points/schemes constructed or

cess to clean and safe water by 2010. rehabilitated and 500 boreholes drilled
and handed over to the communities from
2003-2006.

Increase coverage and access to water With 100% coverage, 46% of the poor will
and sanitation services, especially to the gain access to improved services in the
poor, by 8% per annum until full coverage period 2003-2010.

is attained.

The ERSWEC places strong emphasis on the water sector, especially in the
ASAL. The MDG related to the water and sanitation sector is to halve the pro-
portion of people without access to safe water and sanitation by 2015. The ob-
jective of the Kenyan government is to provide 100 pct. of the population with
access to clean and safe water by 2010. The government is committed to in-
creasing coverage and access to water and sanitation services, especially to the
poor, by 8 pct. per annum until full coverage is attained.

The governments efforts in the water and sanitation sector have led to signifi-
cant investments and improvements in water supply service (65 pct. in urban
and 40 pct. in rural areas). A reform programme has been initiated to ensure
the provision of reliable, sustainable, and affordable water and sanitation ser-
vices to all categories of consumers. With respect to sanitation, about 40 pct. of
the rural population have access to sanitation — mainly pit latrines. A sanitation
policy is under preparation. The rural water supply and sanitation service co-
verage is particularly low in the ASAL, where ground water resources are scarce,
surface sources are not perennial and the population is nomadic.
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It is an ambitious plan to implement the 2002 Water Act, including the esta-
blishment of new authorities, in a process that promotes a democratic culture
and respect for human rights and gender equality. The Water Act foresees a com-
pletely new institutional environment, separating water resources management
from water services and leaving water services provision to the private sector.

The sector reform programme includes the development of clear and well-sup-
ported water and sanitation services strategies and investment plans; imple-
mentation of an institutional framework that will lead to a clear separation of
functions and ensure effective policy making by the Ministry of Water Re-
sources Management and Development (MoWRMD); independent regulation
by the Water Services Regulatory Board (WSRB) and effective business plan-
ning and asset development by the Water Services Boards (WSBs); accountabi-
lity and efficient performance by the Water Service Providers (WSPs) con-
tracted by community user groups such as Water User Associations (WUAs)
and Water Resources Users Associations (WRUAs).

Danish support to the water sector will support the implementation of the
2002 Water Act and the fulfilment of the ERSWEC objectives. Through this
cooperation, Denmark will contribute to the improvement of the living condi-
tions of the poor, disadvantaged and marginalised women and men of Kenya
by providing better access to and control over water and sanitation-related ser-
vices. The support will contribute to the prevention of HIV/AIDS through

integration in relevant plans and activities such as training and extension.

The activities are designed in cooperation with the Swedish International De-
velopment Cooperation Agency (Sida) as an SPS. Other development partners
are expected to join by 2009. A first phase will be implemented with support
to sector investment in a manner that is consistent with the Kenyan govern-
ment’s new reform process. Support will be given to technical and institutional
capacity building at different levels, linking these together. In a second phase, a
basket fund will be established leading to an SPS. The expected outcome of the
joint Kenyan government/Danida/Sida-supported activities is a sustained and
replicable improvement in the water and sanitation sector.

The indicators described for the water sector in the ERSWEC will be used as
outcome indicators. The indicators include the number of water
points/schemes constructed or rehabilitated; the proportion of the poor with
access to improved services; the reduction in time spent by women in fetching
water; and the number of female entrepreneurs engeged in water-related eco-
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nomic activities. Additional gender-sensitive qualitative and quantitative indi-
cators that are specific to water resource management, capacity building and
consolidation of the sector reform programme will be used. Specific compo-
nent targets and indicators are being developed together with targets and indi-
cators for sanitation at sector and component level, as these are not included in

the ERSWEC.

4.5. Good Governance, Regional Stability and Anti-Terrorism

Objective (IP-ERS) Indicator (IP-ERS)

Public safety, law and order; Public e Percentage change in overall Kenya
reforms; Elimination of corruption; Judicial Bribery Index.

reform. e Percentage change in Citizen Satisfac-

tion Rating of key government (GJ-LOS)
institutions.

e Percentage change in Human Rights
Index.

The promotion of good governance is of major importance to Kenya’s develop-
ment. Rampant corruption and nepotism as well as a poor human rights record
have marred the country’s past. Progress has been made since the NARC gov-
ernment came into office in 2002, especially in the legal and institutional
framework. However, much still needs to be done.

The ERSWEC stresses that ‘in an effort to revive the economy and meet the expec-
tations of Kenyans for better living conditions, the starting point is better gover-
nance..... The ERSWEC highlights the promotion of the rule of law and the con-
trol of corruption as key impact indicators and targets for improved governance.

To institutionalise the governments efforts, a new Ministry of Justice and Con-
stitutional Affairs (MoJCA) has been created, and a new department estab-
lished, under the president’s office, in charge of governance and ethics. Other
institutions created include the Kenya Anti-Corruption Commission (KACC)
and the Kenya National Commission for Human Rights; the latter to initiate
judicial, police and prison reforms.

In line with these overall government policies, the MoJCA has actively led a
process of strategic planning that takes a SWAp to justice. In early 2003, the
Kenyan government launched the Governance, Justice, Law and Order Sector
(GJLOS) Reform Programme covering the years 2003-2008. The process is led
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by the MoJCA, in close coordination with other government institutions. The
GJLOS Reform Programme has seven key result areas: Ethics, Integrity and
Anti-Corruption; Democracy, Human Rights and Rule of Law; Justice, Law
and Order; Public Safety and Security; Constitutional Development; Legal Ser-
vices; and Leadership and Management Development.

GJLOS is the closest Kenya is to an integrated SWAp. A total of 19 develop-
ment partners have so far joined GJLOS and almost all have signed up to a
Joint Statement of Intent. Funding is secured both through a basket arrange-
ment and through direct contributions. Denmark has been a member of the
basket from the beginning. All donors, including the non-basket members, are
coordinated through an activity matrix, which is regularly updated. Common
reporting in GJLOS is structured around semi-annual reviews undertaken by
an independent team of experts.

A further institutional strengthening of the democratic institutions in Kenya is
needed. The prolonged constitutional review process clearly illustrated that re-
spect for democratic ground rules is not inherent in the political system but will
have to be nursed. It can also be foreseen that external support to the democratic
process in Kenya will be called for in connection with the upcoming 2007 elec-
tions in the form of support to the election committee as well as civic education.

Civil society in Kenya continues to play an active role in the promotion of hu-
man rights, democracy and good governance. Kenyan civil society actors are par-
ticularly concerned about the establishment of a new constitutional framework
and the lack of progress in this process. The ‘watchdog’ function with respect to
transparency and accountability remains essential and contributes to keeping
government and citizens alert on the necessary reforms. The operational frame-
work for civil society - organisations as well as media - has improved since 2002,
but the need for continued awareness and strengthened capacity remains.

Another contested topic of wide implication for the Kenyan society is land is-
sues. In June 2003, a Judicial Commission of Inquiry on Illegal and Irregular
Allocation of Public Land (the Ndungu Committee) was established. The re-
commendations in the commission’s report are being implemented including
the establishment of a Land Titles Tribunal and an advisory task force under
the Ministry of Lands and Housing (MoLH) to work on the recovery of seized
land. The land issue, however, continues to be a complex and highly politicised
topic in Kenya and the practical implications of the Ndungu Committee still
remain to be seen. A number of NGOs are engaged in this and some have re-
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ceived Danish support. The ASPS will also, to a limited extent, support far-
mers in receiving title deeds on their lands.

All of the above constitute the framework for Danish support to good gover-
nance in Kenya. Danish support has been provided to human rights, democra-
tisation and good governance in Kenya for many years and has — together with
support from other like-minded donors — been instrumental in bringing about
the recent democratic changes in the country. The Human Rights, Democrati-
sation and Good Governance Programme (HRDGGP) ended in 2005 and a
new Kenya Good Governance Programme (KGGP) has been approved for the
2005-2010 period. The KGGP supports the government reform programme,
including the key GJLOS Reform Programme and anti-corruption activities.
The KGGP also includes support to civil society in order to strengthen the role
of civil society, enhance dialogue and interaction with the government with a
view to improving democracy, human rights and good governance. Finally, the
KGGP supports the further strengthening of Kenya’s democracy through sup-
port to future democratic election processes. Gender issues will be main-
streamed throughout the programme as well as being specifically targeted, for
instance through support to women CSOs and gender-sensitive voter training.

Stabilising the region is important to ensure that development in Kenya and the
neighbouring countries can proceed unhindered. Even a short period of insecurity
and violent conflict can undo many years of development work. Denmark plays an
active role in supporting regional efforts. Through, for example, the Africa Pro-
gramme for Peace, Denmark supports the efforts of regional and sub-regional or-
ganisations in conflict resolution, peace-building, reconstruction and development.

Denmark also supports the stabilisation in Kenya and the region and promotes
human security through anti-terrorism efforts. The bilateral activities have fo-
cused on identifying Denmark’s comparative advantages and have concentrated
on ‘softer’ interventions aimed at making local communities more resistant to
extremism and political radicalisation, rather than ‘hard’ interventions in the
form of support to the security sector. In Kenya, the bilateral activities have
been branded as the ‘Peace, Security and Development Programme’. A pilot
phase launched in 2005 consists of support to four local CSOs in the Muslim-
dominated Coast Province. The focus of the pilot is vulnerable local communi-
ties with a view to promoting dialogue, tolerance and inclusion of marginalised
groups in the Kenyan democracy. Support is provided for implementing outreach
activities, including information campaigns; public education activities; commu-
nity forums; inter-faith dialogue meetings; training of peace and security facilita-
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tors; and information sharing and trust-building between religious community
leaders. The objective of the Peace, Security and Development Programme is to
contribute to the promotion of a democratic Kenyan society open to all ethnic
and religious groups as an attractive alternative to political violence. Thus, the
programme will aim at the deep roots of terrorism by targeting economic and
political exclusion, thereby linking up to the general priorities of Danish develop-
ment assistance, including poverty reduction and the promotion of democracy.
The programme will contribute to reducing the breeding ground for new gene-
rations of potential terrorists and weaken the environment that allows interna-
tional terrorists to hide and operate from local communities. The experience
gained from the pilot will feed into the preparation of a more comprehensive
programme, which will start up in 2006.

Furthermore, Denmark will allocate support through the multilateral develop-
ment budget to Kenyass efforts to implement the provisions of Security Council
resolution 1373 and other relevant legislation. This will be administered at head-
quarters level by the Ministry of Foreign Affairs and channelled through interna-
tional organisations. A two-year project was initiated on 1 December 2005.
Based on the experience from this project, more activities may be considered.

The anti-terrorism efforts will be closely associated with the KGGP and espe-
cially the civil society component of that programme. Coordination with other
donors is a priority, although most other donors in the sector tend to focus on
supporting ‘hard’ security activities.

4.6. Assistance to the Environment

Objective Indicators

Ensure environmental sustainability. State of the Environment Reports ap-
proved by Parliament.

Implement the Environmental Manage- National Environment Management Authori-

ment and Coordination Act (EMCA) 1999. ty’s Compliance Unit operating effectively
with key business sector, i.e. enterprises to
comply with environmental impact assess-
ments and environmental assessments.

Implement the National Environmental Ac- District Environment Officer and District
tion Plan (NEAP). Environmental Communities in place and
operational.
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The ERSWEC recognises the need to achieve development without deterioration
of the environment. The Kenyan government is committed to environmental
management and sustainable development, as demonstrated by the adoption of
the Kenya National Environmental Action Plan (NEAP) in 1994 and the enact-
ment of the Environmental Management and Coordination Act of 1999. The
government has emphasised the need for conservation, sustainable utilisation and
management of the environment and natural resources. The EMCA establishes
national environmental principles and provides guidance and coherence in good
environmental management. The EMCA created various organs to implement
the provisions of the act, such as the National Environmental Management Au-
thority (NEMA) and District Environmental Committees.

The key challenges include support to the Ministry of Environment and Natu-
ral Resources (MoENR) and NEMA to build the necessary capacity to enable
the development of tools and standards for effective management and monitor-
ing of environment policies in key sectors.

NEMA should maintain a policy and regulatory function, leaving implementa-
tion to ministries and institutions that already have the local capacity to do so.
The Danish support to the sector will be provided under a special mechanism
with earmarked funds set-up in accordance with Kenyan government decisions.
The set-up will provide a comprehensive approach to environmental manage-
ment, creating synergy with the Water SPS and the Agricultural SPS by focus-
ing on work in the same ASAL districts as those two programmes. The Danish
support is planned for a period of five years, starting in 2006. Joint coopera-
tion with other development partners is foreseen.

The support will be poverty focused and gender-sensitive. The overall develop-
ment objective is to ensure sustainable management of natural resources and
enhanced livelihood with special emphasis on poor and marginalised women
and men. The programme will address: (i) technical and institutional capacity
building of the MENR, NEMA, district authorities and relevant stakeholders
in line ministries; ii) support for community user groups through training and
support to environmental projects through district authorities and NGOs; and
iii) integrated coastal zone management. The intention is to undertake a capa-
city building programme and to involve the community in environmental
management in order to demonstrate that environmental management and
improvement in the livelihood of the poor can go hand in hand. Therefore, a
substantial amount of the Danish support will be provided for community
implemented sustainable development projects.
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All the activities are based on NEMA'’s Strategic Plan (2005-2010), and priority

areas have been chosen in close cooperation with other donors.

Kenya’s vulnerability to climate change is a challenge which needs to be ad-
dressed as a cross-cutting concern affecting many aspects of sustainable deve-
lopment. It is important to address the negative impact of climate change
through climate-friendly energy solutions and through adaptation responses to
reduce the vulnerability of the country. Therefore climate change needs to be
taken into consideration where relevant in Danish development cooperation
with Kenya.
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5.
OTHER ACTIVITIES

5.1. Assistance to Refugee-Affected Areas

The objective of the Programme Assistance to Refugee-Affected Areas is to alle-
viate poverty among refugees and host communities. Currently, assistance is
provided to regions in Kenya, Tanzania, Zambia and Northwest Somalia (So-
maliland) and Uganda. The Danish assistance to refugee-affected areas has a
long-term perspective and is focused on areas where it is possible to contribute
to improving the livelihood of the target groups, including refugees, internally
displaced and host populations. Conflict prevention is an integrated element of
the programme.

In Kenya, the programme is implemented in close cooperation with the
Kenyan authorities and UNHCR. The long-term objective is that the Kenyan
government protects asylum seekers and refugees in compliance with the coun-
try’s international obligations. Activities are aimed mainly at Sudanese and
Somali refugees, who constitute the vast majority of the approximately
300,000 refugees living in Kenya. As the local host population often live un-
der worse economic and social conditions than the refugees, the programme
seeks to address the needs that exist among the refugees as well as among the
local population. The programme therefore focuses on improving livelihood of
refugees as well as the host population. To the extent that it is possible, the pro-
gramme also seeks to support voluntary repatriation.

Furthermore, the programme includes a component aimed at building the ca-
pacity of the Kenyan refugee and asylum system. The Kenyan government is
seeking to increase its involvement in the protection of and assistance to
refugees and is preparing the adoption of a refugee bill. Denmark is supporting
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these efforts through assistance to the Kenyan Refugee Secretariat under the
Ministry of Immigration and Registration of Persons.

5.2. Danish NGOs in Kenya

A number of Danish NGOs are active in Kenya: MS-Kenya (Mellemfolkeligt
Samvirke-Kenya), DanChurch Aid (Folkekirkens Nodhjlp), the Danish Red
Cross (Dansk Rede Kors), the Danish Outdoor Council (Friluftridet), the
Danish Boy Scouts Association (Fallesrddet for Danske Drengespejdere), the
LO/FTF Council (U-landssekretariatet) and International Aid Services (Pin-
sekirken). In 2000-2004, a total of DKK 103.8 million was disbursed through
these organisations. The main areas of activity were: advocacy and capacity
building; human rights; democratisation; civil education; children and youth;
small-scale farmers; and natural resource management. MS-Kenya is the
biggest Danish NGO in Kenya. DanChurch Aid mainly works with refugees
from Sudan and Somalia, presently encamped in Kenya.

In general, the Danish NGOs contribute to broadening the scope of the deve-
lopment cooperation between Denmark and Kenya and are instrumental in se-
curing public support in Denmark for development assistance to Kenya. With
respect to support to the refugee relief work, the level will be closely linked to
the peace processes in Somalia and Sudan and to the return of the refugees to
their country of origin.

5.3. Research Activities

Direct cooperation between Danish and Kenyan research institutions and indi-
viduals can be supported outside the country frame through the Ministry of
Foreign Affairs of Denmark, which funds research activities as part of Den-
mark’s International Development Cooperation. Research support is defined as
funding given to research activities aiming at generating scientific knowledge as
well as building research capacity. Furthermore, support can be provided for
major collective research projects which aim to generate new problem-
orientated knowledge relevant to the needs of developing countries. These
strengthen cross-cutting research cooperation and innovative alliances between
research environments, especially in the form of partnerships between Danish
researchers and researchers from developing countries.

Through the support to international research, Denmark at present supports
the following international agricultural research within the CGIAR (Consulta-
tive Group on International Agricultural Research) institutions based in or
with regional offices or activities in Kenya: ILRI (International Livestock Re-
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search Institute), ICRAF (World Agroforestry Centre), ICRISAT (Interna-
tional Crops Research Institute for the Semi-Arid Tropics) and IPGRI (Interna-
tional Plant Genetic Resources Institute). In addition, Denmark has supported
other research institutions based in Kenya: ICIPE (International Centre for In-
sect Physiology and Ecology) and AERC (African Economic Research Consor-
tium).

The research support schemes aim at strengthening closer coherence between
research, development policy and the practical development cooperation. Fur-
thermore, operational research can be supported through the SPSs.

5.4. Technical Advisers and Scholarships

As the ERSWEC unfolds with its civil service reforms, public expenditure re-
views, parastatal reform and local government reform, Denmark, together with
other development partners, will seek to transfer responsibility for management
of SPS, including financial management to, Kenyan structures. Kenya has a
comparatively skilled and well-educated labour force. However, the institu-
tional capacity is poor, mainly due to decades of bad governance.

Technical assistance in the form of international and local advisers will be
needed for the successful implementation of the country programme. Monitor-
ing, evaluation and accountability of funds are areas where capacity building is
especially needed. In moving towards SPS, a better integration of advisers in
national structures will be secured through the implementation of Danida’s
new technical assistance policy.

Scholarships to Kenyans will in the future be integrated in the sector pro-
grammes.

5.5. Multilateral Development Organisations Based in Kenya

A number of international organisations have global or regional offices in
Nairobi. Furthermore, Kenya has a plethora of country offices for various or-
ganisations. The World Bank and the IMF are major players in the donor com-
munity. UN organisations are also present, often with strong regional offices,
but play a less important role than they do in many other countries. Denmark
engages actively with the IMF and the World Bank on their programmes in
Kenya and simultaneously encourages UN funds and programmes to make
their expertise available for joint development efforts through participation in
the various coordination processes, including the ERSWEC.
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6.
MONITORING THE COUNTRY PROGRAMME

The overall progress of the country programme will be monitored through the
annual monitoring of the ERSWEC undertaken by Kenya’s government. A
monitoring framework for the ERSWEC with quarterly progress reports is
planned. This will allow monitoring of development activities and dialogue
based on a shared understanding of progress. The National Economic and So-
cial Council (NESC) will oversee the implementation of the ERSWEC. Den-
mark will support this work. A shortlist of indicators monitored will be incor-
porated in the annual progress report of the ERSWEC.

There is still a need for designing and implementing a comprehensive monitor-
ing and evaluation framework that refers to the MDGs as benchmarks for the
achievement of progress in development. Strengthened capacity will be re-
quired to accomplish this. A well-defined and effective Medium-Term Expen-
diture Framework (MTEF) and Public Expenditure Review Process are neces-
sary to review budget allocation and actual expenditure.

Data on poverty has been obtained from the 1997 Welfare Monitoring Survey.
More recent and comprehensive data will enable the Kenyan government to
design its policies. The Integrated Household Budget Survey in 2005/2006 will
help to fill the gaps in poverty assessment by providing critical data for estima-
ting poverty incidence, depth, distribution and trends. Denmark has supported
the survey.

Monitoring of the country programme will be undertaken through high-level
consultations between Denmark and Kenya, which will focus on the imple-
mentation of the ERSWEC and Danish support to the selected sectors. Ongo-
ing monitoring will be assured through annual reporting by the Danish Em-
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bassy in Nairobi of the country programme and through performance reviews
conducted every other year. This monitoring will encompass the measurement
of progress in achieving general objectives in the partnership between Denmark
and Kenya (as stated in the country strategy) as well as objectives for the cross-
cutting issues and for donor coordination, harmonisation and alignment.

Monitoring of SPS and other programmes supported will be undertaken by the
programme management using three sets of indicators:

* Output indicators to be monitored annually (e.g. the number of health cli-
nics established).

* Outcome indicators to be monitored every third year (e.g. the number of
persons having access to primary health care).

* Impact indicators to be monitored after five years (e.g. reduced child mor-
tality and increased life expectancy).

Monitoring systems for SPS and other supported programmes should be inte-
grated into national monitoring systems, and, where possible, indicators should
be identical to national indicators (impact indicators should be PRSP indica-
tors).
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Annex 1: Key Economic and Social Figures

Key economic figures Unit Source *
Area 580.000 km?2 (WDR)
Population (2004) 32.2 million (WDR)
GNI per capita (2004) 400 USD (WBGNI)
Annual economic growth (GDP) (2004) 4.3 % (IMF)
Growth in GDP per capita (2003) -0.9 % (WBGNI)
Economic sectors: (WDR)

Agriculture 24 %

Industry/Manufacturing 13 %

Servicesto 25.5 %
Development assistance per capita (2001) 15 USD (WDR)
Foreign debt (year)

Total foreign debt (current USD in billions) 4.5 USD | (WB, CAS)

- of which multilateral debtt 3.0 USD | (WB, CAS)

Current value of foreign debt (total debt/export) 29.9 USD | (WB, CAS)

Debt service (ratio to exports - TDS/XGS) (2001) 11.4 % | (HDR/WDF)
Key social figures Unit Source
Population growth (annual average) (1975-2003) 3.2 % (HDR)
Life expectancy (at birth) (2003) 47.2 years (HDR)
Infant mortality (Per 1000 live births) (2003) 79 (HDR)
Access to clean drinking water (percentage without access) (2002) 38 % (HDR)
Access to health facilities (percentage without access) (2004) 59,2 % (HDR)
Number of doctors (per 100,000 inhabitants) (1990-2004) 13 (HDR)
Adult literacy rate (2003) 73.6 % (HDR)
Primary education (Children reaching grade 5) (2001/02) 59 % (HDR)
Girls in primary education (Net primary enrolment) (2002/03) 66 % (HDR)
Social sectors (percentage of GDP) (95-01) 8.2 % (WDI)
Military expenditure (percentage of GDP) (2003) 1.7 % (HDR)
Distribution of income (percentage of national income) (1998/1999)

Richest 10% of population 42.72 % (SID)
Poorest 10% of population 0.76 % (SID)

10 Covers Trade, Tourism & Hotels; Financial Services; Transport & Communication.

11 Covers IBRD, IDA, IMF and other multilaterals.
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*SOURCES

(WDR):
(WBGNI)

(HDR):
(WDE):
(WDID):
(UDV):

(SID):

World Development Report, World Bank, most recent version.
World Bank ‘Per Capita Income Guidelines for Operational
Purposes

Human Development Report 2005, UNDP

World Development Finance, World Bank

World Development Indicators, World Bank

Memorandum on the annual revision of per capita income lim-
its for countries receiving Danish development cooperation.
Society for International Development, ‘Pulling Apart. Facts and
Figures on Inequality in Kenya, p. 6.
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