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l. INTRODUCTION

1. This Country Partnership Framework (CPF) sets out the World Bank Group’s (WBG) strategy for
supporting Kenya’s Vision 2030 and to reduce extreme poverty and increase shared prosperity over the
period FY23-FY28. Originally planned for FY21, the CPF was delayed by the onset of the Coronavirus
Disease 2019 (COVID-19) pandemic! and the extra time allowed for an extended consultation process. It
builds on the previous WBG Country Partnership Strategy (CPS) FY14-FY20 for Kenya, the experience of
the pandemic, and its implementation should help lay the foundations for Kenya to become an inclusive
and successful Upper Middle-Income country (UMIC).

2. Kenya outperforms its peers in many respects, yet poverty and inequality have fallen more
slowly in recent years. Kenya stands out for its high levels of human capital with the third highest Human
Capital Index at 0.55 in Sub-Saharan Africa (SSA), rapid increases in access to electricity (now at 75
percent), and the resilience of its economy in the face of multiple shocks. But the country is marked by
significant disparities and corruption remains an important challenge. Kenya’s international poverty rate?
declined from 43.8 to 35.8 percent during 2005-19, but the poverty elasticity of growth, already trailing
other Lower Middle-Income Countries (LMICs), also declined from 0.43 (2005-15) to 0.27 (2015-20). The
Gini index fell between 2005 and 2015 but appears to have stagnated while Kenya’s north and northeast
counties remain significantly worse off with poverty rates just under 70 percent. The COVID-19 pandemic
is estimated to have increased poverty by 4 percentage points. Adult vaccination rates are expanding
steadily reaching 32.6 percent in July 2022. Kenya’s demographic trends offer two early and critical
dividends: a stabilizing share of children which can help free up fiscal space to tackle service gaps and
quality; and a bulge in the cohort moving through working life who have benefited from significant human
capital investments and who will face lower dependency ratios (see Box 1).

3. To become an inclusive and successful UMIC, Kenya should try to avoid common Middle-Income
Country (MIC) traps of low productivity and persistently high inequality, that could ultimately slow
growth and threaten social stability. Pivoting toward a more private sector-led growth model that
emphasizes job creation, levels the field for competition and innovation, raises public spending efficiency,
and captures the benefits of global and regional integration, could be key to accelerate inclusive growth.
Kenya can complement its strong investments in human capital and basic services by accelerating efforts
to elevate lagging regions/groups as well as tackling constraints to women’s economic outcomes. Given
the impact of climate change, continued investments in adaptation and renewed attention to mitigation
to stem deforestation, land/water degradation and biodiversity loss are essential. Strengthening
devolution is necessary to address the inequities that threaten Kenya’s UMIC ambitions.

4. The CPF draws on Kenya’s Vision 2030, a Systematic Country Diagnostic (FY20), a Country
Private Sector Diagnostic (FY19), lessons from the CPS Completion and Learning Review (FY22), and over
34 stakeholder consultations. It aligns directly with the World Bank’s Africa Strategy — i.e., jobs and
economic transformation (JET), digital economy, human capital, universal access to electricity, climate
change mitigation and adaptation, and fragility conflict and violence (FCV), and achieving gender equality.
The CPF program will also complement Kenya’s own policy, public and private sector capacities, and
financial commitments in areas already yielding good results by targeting WBG support toward emerging
MIC issues (e.g., external competitiveness, universal health and social insurance), completing some
agendas that still require public financing (universal access to electricity, digital inclusion), and

1 Given the disruptions and uncertainties brought on by the COVID-19 pandemic, the WBG COVID-19 Crisis Response Approach
Paper (June 2020) extended CPFs ending between late 2020 and early FY22 for approximately one year.
2US$1.90 in Purchasing Power Parity terms



accelerating progress where Kenya still lags LMIC comparators (water and sanitation, environmental
conservation, and women’s economic empowerment).

5. The CPF aims to achieve three Higher Level Outcomes (HLOs) through seven CPF Objectives. HLO1
focuses on faster and more equitable labor productivity and income growth supported by CPF Objectives
to: (1) boost fiscal and debt sustainability; (2) strengthen the efficiency and transparency of public
spending; (3) boost Micro, Small and Medium Enterprise (MSME) and small producer success for job
creation. HLO2 aims for greater equity in service delivery outcomes supported by CPF Objectives to: (4)
shrink disparities in health and learning outcomes; and (5) extend sustainable infrastructure services to
the last mile (both remote rural communities and informal urban settlements). HLO3 is greater resilience
and sustainability of Kenya’s natural capital, supported by Objectives to: (6) increase household
resilience to, and national preparedness for, shocks; and (7) reduce Kenya’s extreme water insecurity in
the face of climate change.

6. Given Kenya’s blend status3, CPF financing will comprise resources from both the International
Development Association (IDA) and the International Bank for Reconstruction and Development (IBRD).
Financing will be used in ways consistent with the Sustainable Development Financing Policy (SDFP),
IBRD's financial capacity, and that support Kenya’s objective to move toward Low risk of debt distress.
The World Bank program will consolidate around core agendas, while support from the International
Finance Corporation (IFC) and the Multilateral Investment Guarantee Agency (MIGA) will mobilize more
private capital. The overall risk to achieving the CPF’s objectives is Substantial with particular attention to
political and governance, macroeconomic, fiduciary, and social risks.

Il. COUNTRY CONTEXT AND DEVELOPMENT AGENDA
A. Social and Political Context

7. Kenya is among the most ethnically diverse countries in the world with an evolving political
structure focused on balancing competition, fostering national unity, and securing equitable
development. In the past, political competition was mired in patron-client networks with access to
resources and services often ethnically aligned, resulting in widening disparities and concerns over
political exclusion. These tensions culminated in political violence in 2007, after which the country came
together to address long term needs and developed a new Constitution (2010) aimed at redressing
imbalances and securing stronger avenues for voice and participation. Since then, the country has held
three largely peaceful and increasingly transparent general elections in 2013, 2017 and 2022.

8. The 2010 Constitution brought a major shift in Kenya’s governance structure (‘devolution’) by
establishing 47 county governments with executive, legislative, and regulatory powers. First elected in
2013, county governments were assigned 15 percent of national revenues, and made responsible for
delivering specific services --- i.e., health, agriculture, pre-school and vocational education, water and
sanitation, environmental conservation, and local roads. County governments are now established and
expanding services that help reduce spatial inequality. The past three local election cycles reflect a gradual
shift towards greater demand for performance and away from traditional voter patronage.
Intergovernmental arrangements and political settlements continue to evolve.

9. Kenya has seen notable improvements in governance since introducing the 2010 Constitution.
The Constitution confirmed the separation of powers between the executive, legislative and judicial
branches. Improvements were also evident in judicial and other actions since 2017 and as evidenced

3 Blend status countries are simultaneously eligible for IDA financing, based on per capita income levels, and considered
sufficiently creditworthy to access IBRD resources.



following the 2022 election. Concerning voice, accountability, rule of law, and regulatory quality, Kenya
fares well within Sub-Saharan Africa (SSA), but scores lowest in public sector management and institutions
versus other areas on the World Bank Country Policy and Institutional Assessment (CPIA) ratings®.

10. Significant challenges remain around corruption. The government has stepped up its anti-
corruption efforts with several new laws and institutions. Nonetheless, the 2019 Global Corruption
Barometer survey indicates that the issue continues to rank among Kenya’s top two challenges (surpassed
only by health in 2019 and the economy in 2021) with survey respondents suggesting it is on the increase.

11. Kenya continues to be affected by fragility, with persistent intercommunal conflicts over scarce
resources, displacement, and spillovers from radicalization in the Horn of Africa. In Kenya’s arid north
and northeast counties, where poverty is 68 percent compared to 32 percent in the rest of the country
(2016), intercommunal violence over pastures and water resources also reflects ethnic and sectarian
divisions. The scale of forced displacement across the greater Horn has left Kenya hosting Africa’s fifth
largest and most protracted refugee situation in camps located in its poorest counties.

B. Economic Trends and Prospects

12. Kenya’s economy has shown considerable resilience through the COVID-19 pandemic. The
economy is staging a significant, if uneven, recovery with GDP growing by 7.5 percent in 2021 after
contracting by 0.3 percent in 2020. The agriculture sector remained resilient and grew by 4.8 percent in
2020, albeit followed by a decline of 0.2 percent in 2021 on account of an ongoing drought. Services
rebounded by 9.8 percent in 2021 after a contraction of 2.5 percent the previous year, and manufacturing
by 6.8 percent in 2021 compared to a 0.4 percent decline in 2021. The construction and utilities sectors
remained buoyant, increasing by 6.6 and 5.0 percent, respectively.

13. Kenya’s robust economic growth over the past decade has outperformed its LMIC peers. From
2010 to 2019, annual Gross Domestic Product (GDP) growth averaged 5 percent with a growing number
of better-educated and healthier Kenyans entering the labor force and contributing more than any other
factor to the country’s rising GDP. Labor force expansion and rising capital stocks have both contributed
to GDP growth (approximately 2.3 percent each from 2004 onwards). However, growth in Total Factor
Productivity (TFP)> has contributed only 0.9 percentage points annually, lagging Kenya’s neighbors as well
as its aspirational peers.

14. Kenya’s growth has been driven by private consumption and public spending, crowding out
private investment and dampening net exports. Rising private consumption (driving poverty reduction)
have been a main driver of growth (contributing 2.8 percentage points to annual GDP growth during 2017-
21), followed by public investment (1.0 percentage points) and government consumption (0.7 percentage
points, most going to wages and debt servicing). Meanwhile, private investment’s contribution to growth
remains weak, with Kenya’s total investment rate hovering just under 20 percent of GDP. Declining
external competitiveness, compounded by global economic developments, saw exports make a minimal
contribution to growth (0.1 percentage points between 2017-21). With imports growing rapidly, in part
due to capital spending on public investments, net exports are constraining growth.

15. Kenya’s recent growth coincided with a significant increase in debt and a reduction in fiscal
space. Alongside the government’s expansionary fiscal stance since 2013, revenues have not kept pace
with spending. Public revenues fell from 18.1 percent of GDP in 2014 to 16.1 percent in 2019. The related

4The World Bank’s CPIA is an annual diagnostic tool that assesses IDA-eligible countries against 16 criteria across four areas:
economic management; structural policies; policies for social inclusion; and public sector management and institutions.
5 TFP broadly captures both productivity growth and innovation.
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deficits have been financed through debt with an increase in commercial borrowing. Public debt rose from
39 percent of GDP in 2012 to 68 percent by mid-2021, and interest costs from 13.4 percent of revenues
in FY13/14 to around 27.5 percent in FY21/22 (some three-quarters owed to foreign creditors). Ongoing
uncertainties around COVID-19, the war in Ukraine, and adverse weather conditions pose significant risks,
including to plans for fiscal consolidation. Kenya’s debt remains sustainable, but its risk of debt distress
has shifted from Low to High (Annex 4).

C. Poverty, Inequality and Employment

16. Though economic growth contributed significantly to poverty reduction in Kenya, growth has
become less pro-poor in recent years. Robust GDP per capita growth since 2005, along with growth in
private consumption, saw the share of the population living below the international poverty line® fall from
43.9 to 33.4 percent (2015-2019); it then rose to an estimated 35.7 percent in 2020 due to the COVID-19
pandemic. Although poverty in Kenya remains below the SSA average and among the lowest in East Africa,
it is notably higher than other LMICs (9.9 percent in 2019). At 0.57 (2005-15), the poverty elasticity of
growth is lower than other LMICs. To eradicate extreme poverty by 2030, an annual reduction of 6.1
percent is needed.

Figure 1: Poverty incidence. Figure 2: Gini inequality index.
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17. Inequality in Kenya fell between 2005-2015 but has stagnated through 2019. Kenya’s Gini index
decreased from 0.45 to 0.39 between 2005 and 2015. Households in the bottom 40 percent of the income
distribution saw annual consumption grow by 2.9 percent while the bottom quintile saw increases of 3-4
percent per year. However, this trend reflected increases in national income rather than significant shifts
in resource distribution which remains too skewed for inclusive growth.

18. The fall in monetary poverty in Kenya was matched by significant improvements in dimensions
of non-monetary poverty. Kenya’s Human Development Index rose from 0.48 in 2005 to 0.60 in 2019,
surpassing the SSA average and reaching the 85" percentile of LMICs. Notable improvements include:
education enrollment with the secondary gross enrollment ratio (GER) reaching 70 percent (2019); births
in health facilities rising to 93 percent (2019); and electricity access tripling to 75 percent (2019).

19. However, these welcome outcomes mask significant disparities and pockets of deprivation and
many were likely worsened by the COVID-19 pandemic. Poverty remains far higher in Kenya’s north and
northeast counties. Although poverty fell in these counties during 2005-15, the decline was slower than
in the rest of Kenya with the gap remaining relatively constant even as the broader rural-urban poverty
gap shrank from 18.4 to 9.4 percent. New estimates suggest that the gap for the north and northeast
widened through 2019. The decline in urban poverty has not kept up with demographic shifts as the share
of poor living in urban areas increased from 14 to 23 percent (with 46 percent of the urban poor living in
slums). Some non-income disparities remain extreme --- e.g., primary net enrollment is 42 percent in
Garissa compared to 96.8 percent in Nyeri; women’s labor force participation is 21 percent in Marsabit
vs. 64 percent nationally; and in 11 counties only 50 percent of households access improved water sources
while in 10 counties over 80 percent do so.

20. Vulnerability has increased among the non-poor. The average poverty gap decreased by 6.3
percent between 2005 and 2015 (Figure 4) as consumption levels of the poor increased. However, the
share of population with expenditure levels up to only 20 percent above this threshold (and at risk of
falling back into poverty from an adverse shock) rose during this period. More than one-third of non-poor
Kenyans are classified as vulnerable, with vulnerability most common in households that derive most of
their income from agriculture, with low levels of education, and/or headed by women.

21. Growth and structural transformation allowed many Kenyans to transition out of agriculture
during 2005-19, but this transformation has since stalled and remains uneven. During 2005-15, the
share of employment in agriculture declined from 58 to 47 percent (from 70 to 45 percent in the Central
region) but then stagnated at 47 percent during 2016-19. During this period, formal employment also
stayed at 17 percent and industrial employment declined to 10 percent. Services jumped 8 percentage
points to reach 42 percent, but much of this was in the informal sector which captures 89 percent of net
employment growth, outside of small-scale farming and pastoral activities.” Overall, Kenya’s employment
rate declined by 6 percentage points to 65 percent in 2019, and the unemployment rate rose from 3.0 to
5.5 percent, accompanied by more inactivity among women and those in the counties covered by the
North and North-east Development Initiative (NEDI). Wage employment remains concentrated in urban
areas - 59 percent versus 18 percent in rural areas, and for women it is almost half the share of men.

D. Natural Capital and Climate Resilience

22. Kenya is a high-risk, low-readiness country with respect to climate change. Kenya ranks 148 out
of 182 countries in the 2019 Notre Dame Global Adaptation Initiative (ND-GAIN) Country Index of climate
change vulnerability and 35" among countries least prepared for climate change. Kenya’s projected

7 KNBS, Kenya Economic Survey 2021.



warming of 2.8°C exceeds the global mean for the 21° century with extreme weather events increasing in
frequency through 2100. Drought-induced food insecurity episodes have increased from every 20 years
(in the 1980s) to every 2-3 years, affecting on average 4.8 million people. In 2020, floods in Kenya
displaced more than 800,000 people.

23. Climate change is complicating Kenya’s pursuit of equitable development. Kenya is already a
water-scarce scarce country with variable, low, and declining freshwater resources against rising demand.
The country’s water availability has halved in the past 30 years with now less renewable freshwater per
capita than Somalia. In Kenya’s Arid and Semi-Arid Lands (ASALs) which constitute 80 percent of its land
area and 36 percent of the population, households and businesses depend primarily on climate-sensitive
activities. The impact of climate change on Kenya’s agriculture, livestock, and fisheries sectors and its
biodiversity is expected to intensify in coming decades. Relatedly, growing levels of internal climate
migration (models estimate 8 percent of the population by 2050) will generate corresponding pressures
on Kenya’s social stability.

24, The effects of climate change are being exacerbated by unsustainable land use practices in
Kenya that further deforestation, land degradation, and biodiversity loss. Three-quarters of Kenya's
renewable surface water comes from forested land, but critical watersheds are degrading rapidly due to
poor land-use practices, deforestation, and encroachment on riparian lands. Kenya has lost 12,400 ha of
forest annually from 1990 to 2015. Closed canopy forest once covered 12 percent of Kenya's land area
but now covers only 1.7 percent. Erosion hotspots affect about half of the land area in Kenya's river basins
with one in four Kenyans subsisting on degrading land. Kenya lost more than 68 percent of its wildlife
between 1977 and 2016, in part due to landscape fragmentation and agricultural expansions. Further
declines could threaten its tourism sector, which generated 8.2 percent of GDP in 2019 and 8.5 percent
of employment, the highest multipliers in Kenya’s northern regions.

E. Development Opportunities and Challenges

25. The SCD identified three critical pathways to reduce poverty and increase shared prosperity in
Kenya: boosting productivity and job creation; reducing inequality of opportunities through advancing
human capital; and improving governance for service delivery. Since the SCD’s publication, Kenya has been
hit by: the COVID-19 pandemic; a desert locust infestation; extreme drought in the Horn of Africa; global
supply chain challenges; rising food, fertilizer and fuel prices resulting from the war in Ukraine; and now
shifting rivalries in the global economy. These combined shocks are accentuating social vulnerabilities and
inequities that, if not addressed, could entrench inequality along Kenya’s path to becoming a UMIC.
Recent analysis® also highlights the urgency of Kenya’s job creation challenge given its particular
demographic trends (see Box 1 below) while the evolving global economy offer new opportunities for
Kenya to reposition itself within global value chains. Finally, the intensifying pressures of climate change
have brought new attention to the rapid depletion of Kenya's natural capital.

Boosting productivity and job creation

26. The re-calibration of Kenya’s growth model to boost productivity and private sector job creation
will require both macro level interventions that focus on growth and competitiveness and micro level
interventions that focus on inclusivity. Recent growth which resulted from consumption and government
spending has narrowed the country’s fiscal space, increased debt vulnerabilities, and has not generated
the necessary jobs. As such, Kenya must transition to a growth model that boosts performance in under-
performing drivers: private investment, exports and productivity growth, which are all important for
enhancing long-run potential GDP and ramping up creation of better-quality jobs for new labor market

8 Kenya Economic Update (December 2021)



entrants. Doing so will require reforms at the macroeconomic level (e.g., fiscal, trade and investment
reforms) as well as microeconomic interventions (e.g., contestability of markets) to help ensure that
growth is inclusive, not subject to elite capture and that the benefits extend to vulnerable, or otherwise
marginalized, groups.

Box 1: Capturing Kenya’s double demographic dividends

Kenya’s first demographic dividend is due to this stabilizing share of children which provides fiscal space to tackle
critical service delivery gaps and improve the quality of education and health to meet the changing age structure.

Kenya’s second demographic dividend will come from the immediate increase in its working age population (25-64),
which will grow from about 20 percent now to around 40 percent by 2050 but decline thereafter. Because of the
country’s sizable investments in human capital, this cohort will form Kenya’s best educated and healthiest workforce
from 2025 onwards with the potential to boost economic growth over their working life. They are expected to be more
productive while supporting a smaller group of dependents. This share of the population is expected to settle at 18
percent by 2050, with those aged 65+ years reaching 15 percent by 2075. However, without a significant increase in
labor-intensive economic growth, this youth bulge could be marked by unemployment and inactivity.

Kenya should not miss this rare opportunity to reap its first demographic dividend and prepare well for the second.
Kenya’s demographic trends are diverging from some other SSA countries; transitions in fertility and mortality that
started 30-40 years ago are now taking hold. Following a steady rise in modern contraception use, a decline in the
desired number of children and falling death rates, Kenya has one of SSA’s slower population growth rates (2.28 pa).
Though the population is still youthful (40 percent under 14 years and 21 percent between 15-24 years), the base of
the population pyramid is beginning to stabilize. Projections suggest that the cohort of children could stabilize at about
25 percent during 2030-40 and the fertility rate could decline to replacement level in 25 years.

27. At the macroeconomic level, Kenya should persevere with fiscal consolidation to avert
macroeconomic instability and strengthen the climate for private investment. Maintaining Kenya's
multi-year fiscal consolidation effort with step changes in debt transparency, fiscal sustainability
(domestic resource mobilization) and public expenditure efficiency will be essential while continuing to
implement reforms under the SDFP (see Annex 4). Global economic headwinds and increasing climate
variability also highlight the need to gradually rebuild fiscal buffers and establish more robust risk
financing mechanisms. In addition to broadening its tax base, revenue mobilization efforts should focus
on closing leakages and integrating tax collection systems across national and local governments.
Continued implementation of Kenya’s new debt management strategy — which has already yielded a 7.5
percent reduction in the share of expensive commercial debt since 2019 — should help to reduce crowding
out of the private sector in financial markets and help raise Kenya’s stock of private sector credit to GDP
from 25.2 percent toward the LMIC average of 46 percent.

28. Kenya stands to benefit significantly from existing and emerging trade and investment
agreements® with new opportunities from evolving global value chains potentially accelerating growth
and job creation. Realizing the full potential of these opportunities will require more vigorous
implementation of Kenya’s Foreign Direct Investment (FDI) policy alongside improvements in logistics,
regional infrastructure market rules, industry quality standards, and coordination mechanisms that will
ready domestic firms to join global value chains. Maintaining its strategic advantage as an African hub
requires that Kenya continue to improve its infrastructure — transport, power and digital — through both
public and private investments and lead the integration of regional infrastructure markets. For example,

9 Kenya was the first signatory of the African Free Trade Common Market in 2018, has concluded an Economic Partnership
Agreement (EPA) with the UK in 2020, has started bilateral implementation of European Union-East African Community EPA in
2021 and is currently negotiating a Free Trade Agreement with the US that will position the country at the forefront of Africa as
the US Africa Growth and Opportunities Act (AGOA) expires in 2025.



Kenya ranks relatively well at 68 on the Logistics Performance Index (2018) but its systems are reaching
their limit and the country should shift toward more efficient multimodal freight logistics.

29. At the microeconomic level, rebalancing the sources of growth in Kenya will involve changing
the role of the public sector in the market, improving contestability of markets, and cutting red tape.
The level of state intervention in Kenya’s economy is significantly higher than other UMICs with the
government maintaining state-owned enterprises (SOEs) that directly crowd out private investment in key
sectors, such as manufacturing, retail, and banking. Given Kenya’s narrowing fiscal space, the country
should accelerate its Public Private Partnership (PPP) program and take steps to improve governance,
increase transparency, minimize opportunities for corruption and balance risk between public and private
sector players. The country also has notable restrictions on competition in some sectors including
agriculture, construction, telecoms, insurance, and a few professional services. Rolling back these
restrictions to facilitate effective competition and tackle de-jure or de-facto cartels (in public procurement
and in private markets) would help boost innovation, lower prices, and create jobs. Significant gains would
also come from simplifying Kenya’s complex, costly, and unpredictable regulatory environment by
streamlining regulations, licensing, administrative requirements and by leveling the playing field across
the private sector.

30. Boosting job creation and productivity will also require labor market interventions on both the
demand and supply sides. On labor demand, in addition to the measures in paragraphs 26-28 to spur
larger scale private investment, Kenya should accelerate productivity improvements and
commercialization of small producers as well as MSME access to finance, markets, and new technologies,
given the dynamic role this segment of the private sector can play in near-term job creation. On the supply
side, tackling barriers to women’s economic participation (see Box 2) will require focused interventions
to strengthen women’s business skills, access to market information and business networks, and value
addition. With 80 percent of the labor force in the informal sector, economy-wide productivity gains will
occur only if workers see an increase in their productivity. Likewise, to ensure an inclusive labor market,
more can be done to help vulnerable youth find jobs as well as support the informal sector where most
Kenyans work.

Box 2: Women’s economic empowerment is key to inclusive growth in Kenya

Kenya has a well-developed policy, regulatory and institutional framework addressing gender inequality, yet
women’s labor market and entrepreneurship outcomes continue to lag significantly. At 64 percent (2018), Kenya’'s
female labor force participation rate is significantly lower than in Ethiopia (77 percent) and Tanzania (80 percent); in
some parts of northeastern Kenya, it is less than 20 percent. In 2019, women accounted for only one-third of wage
employees with a wage gap of 30 percent. Women face significant challenges in owning property, using bank accounts,
and in using mobile internet and mobile money. * Women-owned businesses dominate Kenya’s MSME landscape (61
percent of unlicensed and 31 percent of licensed MSMEs) but their average profits are roughly one third of male-run
enterprises. Further analysis is needed to understand and tackle the hidden constraints and bottlenecks that hold back
women’s economic outcomes in Kenya. CPF consultations suggest that early marriage, limited access to quality
childcare, high levels of gender-based violence (GBV) and early educational segregation may play a role.

31. Increasing productivity in the agriculture sector requires investments in infrastructure, value
chains, and commercialization. Despite agriculture’s major role in employment (47 percent) and exports
(65 percent), productivity growth has been elusive. The Agricultural Sector Transformation and Growth
Strategy (2019-2029) aims to: (i) raise small producer incomes by scaling enterprises to provide inputs,
processing, and aggregation; (ii) increase output and value-added through large private farms and
processing hubs; and (iii) boost food security with community interventions in pastoralism and fishing.
With Kenya’s urban population expected to increase rapidly through 2050, stronger value chains and food

10 Mobile Gender Gap Report 2020; Kenya Poverty and Gender Assessment (2018)



systems would benefit nutrition, commercialization, and resilience. But further investments are needed
in value addition, food safety institutions, and to stabilize regional trading rules.

32. Unleashing Kenya’s vibrant MSMEs is essential to accelerating the creation of better jobs.
MSMEs account for 99 percent of firms and 82 percent of jobs in both licensed and unlicensed firms. A
recent study!! finds that Kenya is at par with regional peers and outperforms some global comparators in
terms of MSME firm creation, but survival rates are low. Key challenges facing MSMEs include insufficient
access to finance, a lack of skills and low uptake of technology.

Reducing inequality in opportunities and outcomes

33. Kenya has made impressive gains in human capital development, extending basic services to
most of its population. Robust service delivery and sustained financial commitments to health and
education have yielded a comparatively high rank on the Human Capital Index (HCI). Lagging regions have
benefited from a surge in financing during devolution which county governments have used to expand
access to education, health care, water and sanitation, roads, and urban settlements. The national
government has invested in universal access to electricity, road corridors in remote regions, urban water
infrastructure, and more comprehensive safety net systems for vulnerable households.

34, However, there is scope to do more to address inequalities in social outcomes and
infrastructure services between poorer and richer counties and within rural and urban counties.
Addressing these disparities will require differentiated and more targeted approaches, particularly in
areas with worsening climatic conditions, low population densities and different cultural norms, while
closing infrastructure gaps will require sustainable financing models and an optimal use of private
investment. Development partners, including IDA, formulated and are implementing the NEDI (see Box 3)
as one tool to address disparities in this part of the country.

Box 3: The North and Northeast Development Initiative (NEDI)

Addressing the historic marginalization in its north and north-east region is priority for Kenya and will require a
sustained focus. With only 12 percent of the population, NEDI counties account for almost one-quarter (24.2 percent)
of Kenya’s poor. Vision 2030 includes a dedicated strategy for Northern Kenya !> which attracted a significant expansion
of development partner financing to the region. Over 23.5 percent of the World Bank’s Kenya portfolio comprises both
NEDI-specific operations and national operations with enhanced implementation support for NEDI counties. Despite
some progress, the NEDI region continues to significantly lag the rest of the country. Educational attainment, access to
improved sanitation, and despite some convergence, access to health facilities remain far behind the rest of the country.
The spatial disparities, combined with weak institutions and regional conflict dynamics, contribute to high levels of
conflict and violence. In addition to sustaining financial flows, three adjustments are warranted: (i) to strengthen national
and county government ownership and leadership of NEDI by institutionalizing multi-sectoral and multi-level
coordination structures; (ii) greater engagement with sub-county and traditional institutions; and (iii) a greater focus on
intra-NEDI and intra-county variation in development outcomes.

35. Kenya has a comparatively good track record on education, now focused on improving learning
outcomes. Reforms to modernize curricula, improve teacher development-deployment, expand textbook
distribution and investment in technology are improving learning outcomes, but these remain low
compared to other MICs and very low compared to UMICs. Wide spatial, gender and income disparities
persist: expected years of schooling range from 6.5 to 13.8 years between counties; girls have notably
lower primary completion and higher dropout rates which worsened during the pandemic®®. Kenya still
has areas where 60 percent of girls can be found out of school. Tackling these challenges will require

11 Bridging the Technological Divide: Technology Adoption by Firms in Developing Countries (World Bank, 2022).
12 Government of Kenya (2012), Vision 2030 Strategy for Northern Kenya and other Arid Lands.
13 population Council, “Impact of COVID-19 on adolescents in Kenya” (2021)



aligning reforms to improve school management and teaching and input supply, at scale. Kenya’s primary
capitation grants may need adjusting where enrolments are low and socioeconomic conditions differ. The
government is hiring more teachers annually and improving teacher allocation, but deployment remains
uneven, in part due to security issues in some counties. Improving pre-school quality will require a quality
framework and tackling the large share of untrained teachers.

36. In health, Kenya has implemented major reforms that have increased access to a growing
package of basic health services and increased household financial protection from health shocks.
Devolution has yielded a 34 percent rise in the number of facilities and a 46 percent increase in public
health worker density. But serious challenges remain including: the need for more staffing and inputs;
high out-of-pocket payments; low health insurance coverage; poor coordination, spending inefficiencies
and crippling funds flow arrangements which hold back quality improvements at the front line; the need
to rebalance health spending from secondary and tertiary to primary care; and to expand the basic
package of services to cover communicable and chronic diseases will also be critical.

37. Kenya should continue to expand its progressive social safety net system, by increasing
coverage, raising transfer amounts, linking beneficiaries to broader services, and improve targeting.
Kenya has consolidated four cash transfer programs and modernized delivery systems with electronic
payments, a single beneficiary registry, and its globally recognized ongoing Hunger Safety Net Programme
(HSNP). However, despite this expansion, only 32 percent of safety net spending reaches the poorest 20
percent of the population, although this varies by program; only three percent of children are covered by
cash transfer programs; and the overall value of transfers has eroded in real terms since 2012 suggesting
the need for indexation. To help address these weaknesses, Kenya should further strengthen the single
registry and continue to innovate with cash “plus” pilots that provide added interventions, such as
nutrition, health, and savings/asset accumulation.

38. Kenya is taking steps to integrate service delivery and build self-reliance among refugees as a
step toward resolving its protracted situations. Kenya’s stability provides a favorable environment for
refugees and the country is aligned with global and regional commitments. However, most refugees and
their host communities still suffer high levels of deprivation, intermittent food insecurity* and related
tensions. Building on the 2021 Refugee Act and a new strategy (2020-2024) to further implement the
global Comprehensive Refugee Response Framework, the country is now working with partners to find
more sustainable solutions.

39. Kenya is one of the few countries in SSA with the potential to achieve universal electricity access
by 2030 on a fully green grid if it can overcome current financial and governance challenges. Kenya has
one of the more robust electricity sector policy and regulatory frameworks in Africa, and has resolved
large supply deficits, albeit at high average costs. Continued external support is needed to both recover
financial stability and complete the electrification program. Given periodic governance challenges, Kenya
might consider further private participation in core utilities, including in transmission.

40. Access to water and sanitation services (WSS) in Kenya lags other basic services. Kenya's water
availability has halved in the past 30 years, and it now has less renewable freshwater per capita than
Somalia. Only 15 percent of water resources are developed, water storage capacity of 103 m? per capita
is well below the SSA average and countries with similar hydrology and water productivity > at only US$14
per cubic meter, below the LMIC average of US$25. Piped water covers only a third of the population and
twice more Kenyans have access to electricity than basic sanitation. Kenya can focus on least-cost,

14 World Bank (2021), Socioeconomic Impacts of COVID-19 in Kenya on Households Rapid Response Phone Survey, Rounds 1-3.
15 Constant 2010 USS GDP per m3 of total freshwater withdrawal
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sustainable, county-level interventions to improve services at scale. Measures to improve water utilities’
performance could mobilize up to US$1.5 billion and enable revenue-based commercial financing. New
low-cost technologies in rural WSS, non-sewered urban sanitation, farmer-led irrigation and small-scale
water harvesting are areas where gains are possible in the shorter term and at lower costs.

41. Kenya has made excellent progress on access to transport, but more is needed to maintain and
upgrade rural roads, tackle urban congestion, and address road safety. Major reforms over the last two
decades resulted in significantly better road conditions and a nascent, but promising, increase in private
financing to the sector. Today, 70 percent of Kenya’s rural population live less than 2 km away from an
all-weather road, but only 57 percent of the roads are in good condition (up from 44 percent in 2009).
Other key challenges and opportunities ensuring greater equity of transport services include crippling
congestion in Kenya’s major cities, potential from railway reforms and investments, and Kenya’s very high
road traffic fatality rates, which are worse than African and global averages.

42. Harnessing the urban transition would permit Kenya to capture and spread agglomeration
benefits, but today the full potential of the country’s cities is not being realized. The share of those living
in urban areas is projected to increase from 31 to 50 percent by 2050.° Continued challenges include: a
low share (about 58 percent) of the urban population with access to piped water and the reliance by most
cities/towns on water rationing programs; the need for better quality and maintenance of municipal
drainage, street lighting, and solid waste management; better integration of municipal spatial plans into
county planning and budgeting frameworks; the need for legal, regulatory, and institutional frameworks
to coordinate and facilitate financing of Kenya’s metropolitan regions.

43, Although Kenya is advanced digitally, broadband access and affordability remain key
constraints to digital inclusion. Around 94 percent of the population is covered by 3G or higher signals.
Yet rural areas and some secondary cities remain underserved and, more generally, service quality and
reliability are problematic. For example, less than half of schools and health facilities have access to fixed
broadband and only 17 percent of rural residents use the internet weekly. IFC estimates that 230 million
jobs in Africa will require digital skills by 2030, presenting investors with a US$130 billion opportunity and
Kenya the option to leverage the private sector to develop its tech talent.'”

Improving governance for service delivery

44, The success of Kenya’s fiscal consolidation efforts depends on increasing the efficiency and
impact of spending, and reducing opportunities, for corruption. Priorities include improving: poor
information flows, which limit budget transparency and create myriad opportunities for corruption;
uneven and delayed resource flows, which constrain service delivery and frontline quality improvements;
and delayed payments to vendors, which trigger liquidity shortages across the private sector. Significant
opportunities also exist to strengthen Kenya’'s expenditure control framework by regularizing
accountabilities in internal audit and building capacity for citizen engagement with frontline facilities and
with national and county legislatures.

45, Good progress has been made in strengthening the institutions and systems needed for
effective devolution, but key constraints remain. These include acute capacity constraints at the local
level, ambiguities in financing arrangements, and weak vertical coordination. ! The COVID-19 pandemic
and the extreme drought on the Horn of Africa brought many of these challenges to the fore. Kenya should
continue to strengthen institutional and intergovernmental coordination, improve the efficiency of fiscal

16 2019 Kenya Population and Housing Census; Kenya Urbanization Review (2016).
17 Digital Skills in Sub-Saharan Africa, IFC and LEK Consulting, 2019
18 Making Devolution Work for Service Delivery (2021)
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transfers, clarify the vertical division of fiduciary accountabilities, and re-channel some line ministry
spending (which in some cases has doubled since devolution) to frontline facilities. County governments
must fully implement the Public Finance Management Act (2012), strengthen their financial reporting,
further decentralize resources to subcounty institutions and strengthen control frameworks over their
own source revenues. Kenya’s ongoing National Capacity Building Framework provides a blueprint for
strengthening the devolution value chain and, with improvements in county level socioeconomic data,
should help Kenya accelerate its progress toward its devolution dividend.

46. High levels of corruption reported in Kenya persist despite efforts to strengthen legal,
institutional and engagement frameworks. The performance of these frameworks has been mixed, in
part due to institutional and coordination weaknesses. Strong efforts are afoot to close loopholes and
ensure better monitoring (e.g., of public official asset declarations). Kenya should continue to strengthen
prevention and enforcement mechanisms including in internal and external audit, judicial processes,
national and county legislatures, as well as private sector codes of ethics, while exploring new strategies
and mechanisms to tackle corruption.

47. Constitutional requirements for public participation provide a powerful avenue to increase
transparency and accountability. While implementation has largely been focused on consultations for
regulations on planning and budgeting, more can be done to engage citizens around the implementation
and monitoring of public projects through Gov-Tech and Civic-Tech. World Bank grievance response
mechanisms have helped to improve the government’s engagement with citizens and can be used to
strengthen accountability. Broader public participation can also help tackle other types of corruption that
affect ordinary citizens and businesses. Anecdotal evidence suggests that public sector hiring, licensing,
permitting and other red tape provide ample scope for graft and constrain both private investment and
Kenya’s efforts to ensure equitable services and opportunities.

48. As arising MIC, Kenya’s anti-corruption efforts should seek to broaden the bargaining space for
policy making to prevent regulatory capture that protects vested interests and entrenches inequality.
Recent research suggests the growing inequality being experienced in advanced economies is, in part, a
symptom of implicit rules of the game that result in the concentration of economic benefits of growth
over time. Kenya is at the stage where such rules and institutions are still evolving and can ensure more
equitable development by protecting its policy space for the benefit of all Kenyans.

Building climate and disaster resilience

49, Kenya’s Nationally Determined Contribution (NDC, 2020) and National Climate Change Action
Plan 2018-2023 identify the need to accelerate efforts: (a) upstream, to stem further deterioration of
Kenya’s watersheds, forest cover, and biodiversity assets and to restore degraded landscapes; (b)
midstream, to increase the productivity of its water resources, adapt to more climate smart production,
and build climate and disaster resilient communities and infrastructure; and (c) downstream, to shift to a
greener growth model by mobilizing more climate and green financing and with policies that encourage
private sector investment in sustainable activities. Shifting away from roads to greener forms of transport,
in both urban and regional contexts, could further reduce emissions in line with Kenya’s NDC
commitments. Kenya should also expand coverage of instruments that protect communities from climate
shocks --- i.e., safety nets and social insurance, crop and livestock insurance and disaster risk financing.

50. Upstream, Kenya’s NDC includes an ambitious target to restore forest cover while Vision 2030
prioritizes achieving more sustainable land management. Around 4-5 million Kenyans benefit directly
from forests that also provide a host of un-marketed public goods (e.g., biodiversity, carbon sequestration
and slower land degradation). Kenya therefore aims to restore forest cover to 12 percent of its land area
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by 2030, from 7.2 percent in 2019. Building on its 2020 National Integrated Water Resources Development
Plan, new plans are being prepared for each of Kenya's five river basins. In both these areas, expanding
Kenya’s fledgling system of payment for environmental services could help to align incentives and
accelerate outcomes. Kenya can also leverage more private investment in new wildlife conservancy
management models, particularly in the northeast regions where a large share of its wildlife is located.

51. Midstream, Kenya is undertaking actions to build climate and disaster resilient communities,
infrastructure, and public finances. An innovative pilot that helped local communities understand micro-
climate impacts and undertake resilience investments is being scaled up through the Financing Locally-
Led Climate Action Program (FLLOCA, P173065) that works across all 47 counties. Some newly established
municipalities have invested in key climate infrastructure such as flood protection and will receive future
support to integrate resilience strategies into urban planning. Kenya’s new public investment
management system integrates climate considerations into all future projects. However, disaster risk
management institutions and finance remain fragmented. Accelerating work on national and county level
disaster funds, contingent credit facilities and options to transfer catastrophe risk to insurance markets
could help mitigate the costs of these shocks.

52. Downstream, Kenya’s NDC includes an ambitious target to reduce emissions by 32 percent
relative to the business-as-usual scenario of 143 mtCO?%e by 2030 which will require a significant increase
in financing. Kenya has targeted 100 percent renewable energy by 2030 and preparations for issuing green
bonds, including identification of a relevant investment pipeline, are advanced. A Green Industrialization
Policy and e-Mobility Strategy are also under preparation and could be expanded to include other
infrastructure services like digital.

lll. WORLD BANK GROUP PARTNERSHIP FRAMEWORK
A. Aligning Kenya’s Vision 2030, Systematic Country Diagnostic and WBG comparative advantage

53. The FY23-FY28 CPF aligns with Kenya’s Vision 2030, priorities identified in the SCD, lessons from
the CLR of the previous CPS and builds on the WBG’s comparative advantages in Kenya.

54, Vision 2030 aims to transform Kenya into a competitive and prosperous country with a high
quality of life. Its priorities include: (i) sustaining 10 percent average annual economic growth until 2030;
(i) creating just, cohesive, and equitable social development in a clean and secure environment; and (iii)
building a democratic political system that respects the rule of law and protects the rights and freedoms
of every individual in Kenyan society.

55. The three pathways and seven priorities identified in the Kenya SCD (FY20) align with the HLOs
and specific objectives of this CPF. The first pathway, “boosting productivity and job creation”, seeks to
improve the operating environment for firms, commercialization of agriculture value chains and
infrastructure upgrades to open new markets. The second calls for “reducing inequality of opportunities
through advancing human capital” by improving access to and the quality of healthcare and education
outcomes. The third, “improving governance for service delivery,” prioritizes strengthening devolution (to
enhance local service delivery), anti-corruption mechanisms, and institutions. The CPF elevates the SCD
foundational issue of “environmental sustainability” to an HLO of “resilience and sustainability of Kenya’s
natural capital” in line with the WBG’s framework for Green, Resilient, and Inclusive Development (GRID)
and Kenya’s NDC commitments under the 26" UN Climate Change Conference of the Parties (COP26).

56. The CPF targets critical areas where either government capacity and/or support from other
development partners is insufficient to accelerate progress toward specific outcomes. The CPF avoids
areas in which Kenya’s policy, institutional and implementation capacity and financial commitment

13



suggest there is little to no need for sustained external assistance (e.g., primary enrollment) and reserves
WBG support: for emerging complex MIC issues (e.g., social insurance, equity in learning outcomes,
payment for environmental services); to complete some agendas that require public financing (e.g.,
universal access to electricity, digital inclusion); and to accelerate progress where Kenya continues to lag
LMIC comparators (agricultural productivity, rural sanitation).

B. Lessons from CPS FY14-FY18 CLR and Stakeholder Consultations

57. Lessons from the previous CPS (FY14-18, see Annex 2) have informed the design of this CPF. The
CLR found the overall performance of the previous CPS to be Moderately Satisfactory and the WBG
performance to be Good. Two of the ten objectives were partially achieved, viz agricultural productivity
and citizen feedback on service quality, though the objective concerning managing risks from climate
change, was not achieved. The main lessons are as follows:

e A more targeted approach is required for Kenya to avoid the MIC inequality trap. This CPF will take
a more direct approach to shrinking disparities in outcomes by targeting communities that lag
behind and to levelling access to opportunities through regulatory and institutional reforms.

e The WBG has kept pace with Kenya’s devolution process, but a portfolio-wide approach to
institutional development is now necessary. The CPF will engage more with national institutions
along the intergovernmental chain, build deliberate synergies across devolved projects, and improve
tracking of county-level performance to monitor devolution outcomes.

e Project design and implementation in the NEDI counties require more cross-cutting, conflict-, and
security-sensitive approaches. This CPF will employ a multi-sectoral NEDI strategy and coordinated
NEDI-wide practices across the portfolio.

e Achieving gender equity in Kenya requires deeper analysis to uncover the hidden constraints
holding women and girls back and preventing them from optimizing their contribution to Kenya’s
development objectives. This CPF will therefore include a new Kenya Gender Platform (see Box 4).

e Effectively fighting corruption in Kenya requires a more strategic approach. The CPF includes
targeted reforms in key areas susceptible to corruption, a deeper focus on strengthening
government transparency, more capacity building to link citizens and beneficiaries to effective
control mechanisms, and a shared approach with other development partners.

e The WBG impact in Kenya was not sufficiently captured in the CPS Results Framework, including its
knowledge and policy dialogue contributions. This CPF includes more outcome-level indicators and
a Monitoring, Evaluation and Learning Plan to help inform course corrections.

58. This CPF benefits from extensive stakeholder consultations. From November 2021 to May 2022,
the WBG held 34 consultations with around 500 participants. Participants included indigenous/historically
underserved communities, youth, industry civil society organizations (CSOs), start-up innovators,
development partners, private sector leaders, media outlets, the National Assembly, the Senate, the
Council of Governors, and the technical teams of the main candidates in the 2022 elections. Additional
discussions took place following the inauguration of the new administration. These consultations
confirmed broad agreement with the framework with concerns shared around Kenya’s indebtedness,
competitiveness, corruption, and county-level capacity. Participants also called for more emphasis on
inclusion and multi-sectoral interventions. Additional issues are summarized in Annex 7.

C. Proposed Country Partnership Framework

59. This CPF will work toward three long-term HLOs and seven CPF Objectives. The HLOs focus on
two time-sensitive issues facing Kenya. First, Kenya has a timebound opportunity to address inequality
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of opportunities and outcomes that other MICs and high-income countries have shown will prove more
difficult to address if left too late. These issues have also been brought into stark focus by the COVID-19
pandemic. The second is the urgent challenge of climate change where Kenya must do more on mitigation
even as it pursues faster adaptation. The HLOs are as follows:

(a) faster and more equitable labor productivity and income growth that will require sustained
economic growth, faster job creation, and improved labor market outcomes, particularly for
lagging groups. This outcome will be tracked through private investment as a share of GDP, value
added per worker as a measure of productivity, youth inactivity levels, and the Gini index.

(b) greater equity in service delivery outcomes which will require closing existing gaps and more
consistent efforts to tackle current and future inequities by fortifying relevant institutions and
programs, such as safety nets. This outcome will be tracked by the dispersion of county level HCls,
progress toward universal access in electricity, and sustainable financing for safety nets.

(c) greater resilience and sustainability of Kenya’s natural capital that is needed to safeguard growth
and social welfare in the face of climate change and more frequent weather shocks. Kenya's
overarching climate challenge is around water security (and relatedly food security) and will
require improving water production while reversing land degradation and loss of forest cover. This
outcome will be tracked by water productivity, land under forest cover, and a food security index.

Figure 5: Kenya WBG Country Partnership Framework

(including indicative IDA20 pipeline)
IDA/IBRD fin: ongoing,
CPF Objectives
SAFER, INFRA/PPP, Aff Housing, DPFs,

. Boost Kenya’s fiscal and debt
Devolution-Urban, JET sustainability

High level Outcomes
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Strengthen public expenditure
transparency & effectiveness

Dev-Urb, Digital Econ

60.
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and health outcomes
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service delivery
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WSDP, KWSCR, Coastal WSCR, Groundwater,
Watershed, Kenya WASH, Urban WASH

Reduce Kenya’s water
insecurity

* See Annex 3, Table 4 for a full list of projects and acronyms.

To support Kenya’s
transformation into a
middle-income
economy that achieves
inclusivity and
resilience

The CPF Objectives are aligned with the Sustainable Development Goals (SDGs, see Annex 1), the

WBG Green, Resilient and Inclusive Development (GRID) strategy, IDA20’s policy commitments (see Annex
5), the World Bank Africa Strategy, the IFC Strategy and Business Outlook Update FY23-25, MIGA’s
Strategy and Business Outlook FY21-23, and_the WBG Global Crisis Response Framework 2022. The CPF
captures the GRID priorities directly in its HLOs and aligns with the four aspects of the GRID approach ---
i.e., (i) simultaneous attention to the challenges of poverty and climate change with HLO3’s focus on the
sustainability of Kenya’s natural capital and household resilience (Objective 6) and on water security
(Objective 7); (ii) global cooperation on climate by targeting Kenya’s forest cover NDC in HLO3; (iii) scaling
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and accelerating investments on GRID priorities by continuing portfolio consolidation (paragraph 92); and
(iii) reducing inequality and exclusion (HLO1, HLO2, and CPF Objectives 3, 4, 5 and 6).

61. The alignment of the IDA, IFC and MIGA strategies around the special themes of inclusive
business and jobs, climate change/climate business, addressing FCV, and digital technologies is also
reflected directly in the CPF HLOs and Objectives. Although not noted or explicitly listed in the HLOs and
Objectives, the CPF includes a strong focus on gender (see Box 4) within CPF Objective 3 and CPF outcome
and supplementary progress indicators 3.3, which stipulate a portfolio wide focus and planned operation
on women'’s economic empowerment. The CPF also reflects IDA20’s additional special theme of human
capital (Objectives 3 and 5), and cross cutting issues of debt (Objective 1), governance and institutions
(Objective 2), technology (Objectives 2 and 4), and crisis preparedness (Objective 5). Annex 5 lists all the
IDA20 Tier 1 and Tier 2 special themes and cross cutting issues to which the CPF is expected to contribute.
In addition, better upstream collaboration with IFC and MIGA through product innovation and on private
capital mobilization has already strengthened the impact of WBG programs in Kenya (Annex 2) and will
continue in this CPF (paragraph 93).

62. The CPF aligns with the WBG’s FCV strategy, East and Southern Africa’s Horn of Africa Initiative
(HoAl), and the IDA20 Window for Host Communities and Refugees (WHR). The CPF’s approach to NEDI
(Box 3) is in line with the FCV Strategy’s focus on pockets of fragility within non-FCV countries. The CPF
program includes Kenya’s large portfolio of World Bank-financed HoAl operations and will continue to
support Kenya's efforts (and technical and political leadership) to build cross-border linkages and improve
services in its fragile borderland areas. Finally, the CPF will support Kenya’s announced shift toward
building self-reliance and integrated service delivery in Kenya’s longstanding refugee encampments as
well as their host communities; this includes through IFC’s ongoing Kakuma Kalobeyei Challenge Fund that
is attracting the private sector to the Kakuma Refugee Camp and Kalobeyei Integrated Settlement, and
with IDA20 WHR resources.

D. CPF Objectives and Indicative Program

Objective 1: Boost Kenya’s fiscal and debt sustainability

63. Under Objective 1, the CPF program will help Kenya to re-create fiscal space that deteriorated
due to rising debt service, the COVID-19 pandemic, climate shocks and global headwinds, and rebuild its
fiscal buffers over the medium term. The program will include: (a) development policy financing (DPFs)
to help accelerate fiscal and investment climate reforms and lower Kenya’s borrowing costs; (b) a steady
scaling up of IFC investments, MIGA guarantees and Bank program/project lending that support private
sector investment, private capital mobilization and PPPs (also under see Objectives 3, 5 and 6); and (c)
technical support to help Kenya capitalize on new trade and integration opportunities and deepen
financial intermediation. On the financing side, the WBG will also continue to support Kenya’s efforts to
deepen capital markets and mobilize longer term financing through IFC investments and MIGA guarantees
in the financial sector, and technical support in the insurance sector, and leveraging green and climate
finance. The ongoing Affordable Housing Program (P165034), Infrastructure/PPP Project (P121019), the
IDA and MIGA guarantee programs in the energy and transport sectors and Kenya’s recent Memorandum
of Understanding with IFC on support to strengthen and improve the governance of the PPP pipeline will
help Kenya accelerate its private financing for infrastructure and public service delivery alongside
embedded activities in agriculture, digital, water and sanitation sector operations. A strong ASA program
will include a Public Expenditure Review (FY25), a Country Economic Memorandum (FY26), a Joint Capital
Market Program, biannual Kenya Economic Updates, technical assistance in public finance, investment
and debt management, state-owned enterprise and trade reforms, as well as communications support for
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building policy reform coalitions. Key outcomes are expected to be lower risk in Kenya’s external debt
profile and greater private capital mobilization, including through PPPs and green and climate financing.

Objective 2: Improve public expenditure transparency and effectiveness

64. Under Objective 2, the WBG will support Kenya in strengthening the efficiency and accountability
of its public spending, capturing the full development dividends of devolution, and tackling corruption.
Reform measures to increase the efficiency and equitable allocation of public spending will be a continued
focus of future development policy financing series. Annex 4 summarizes relevant and ongoing reforms
under the SDFP. The ongoing Program to Strengthen Governance for Enabling Service Delivery and Public
Investment (GESDEK, P161387) supporting Kenya’s Public Financial Management Reform Strategy
(PFMRS) would be followed by a new Governance Improvement operation (FY24) supporting the
complete rollout of core government systems, and the upcoming Digital Economy Acceleration Program
(KDEAP, P170941, FY23) that will, inter alia, help to modernize of digital government platforms and e-
government services. Both programs will jointly support a rationalization of government information
systems to improve public sector coordination, shrink opportunities for corruption and increase
transparency. The new Eastern Africa Regional Statistics Program (P176371) will further support the
production and use of robust data and statistics to strengthen evidence-based decision making and
transparency.

65. To support Kenya’s devolution process, the World Bank will continue capacity building for county
and municipal governments through the new Integrated Devolution and Urban Support Program (KIDUSP,
P177048, FY23), the ongoing trust-funded Kenya Accountable Devolution Program (KADP, P167841), and
the planned follow-on Governance Improvement Project (FY24) mentioned above and the full range of
operations supporting devolved functions in agriculture, health care, water supply, climate action, and
early childhood development.

66. To help tackle corruption, the CPF program will mainstream interventions to build capacity of
demand side organizations (building on citizen engagement and grievance redress mechanisms) and
improve mechanisms for their interaction with the public sector control frameworks. IFC will support the
rollout of private sector codes of ethics and the World Bank will deepen collaboration with development
partners to agree and implement a more joined-up strategy on anti-corruption, building on the respective
strengths of bilateral and multilateral actors.

67. Key outcomes for Objective 2 would be measured by the timeliness of public resource flows to
the frontline, the improved transparency of public procurement and improvements in county government
performance as measured by the Country Governance Scorecard index.

Objective 3: Foster MSME and small producer success for faster job creation

68. Objective 3 addresses Kenya’s need to accelerate quality job creation and capture its
demographic dividend by focusing on labor market demand and supply. On the demand side, the
program will focus on improving the operating environment for, and performance of, Kenya’s small
enterprises and small producers, including reforms to level the playing field and strengthen domestic
competition. On the supply side, the program includes interventions to strengthen labor market outcomes
for women, improve the school-to-work transition for youth, and strengthen labor intermediation
services.

69. In agriculture, the ongoing KCSAP (P154784), NARIG (P153349), ELRP (P173702) and KEMSFED
(P163980) programs will continue to support productivity improvements, buildout the service delivery
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system and improve climate resilience of producers. The NAVCD (P176758) and DRIVE (P176517) projects
will help to accelerate smallholder transition to commercial agriculture and livestock production,
respectively. IFC aims to support the recovery of agribusiness firms and expand modern food production
through pilot PPPs by investing in inputs and technology services, food processing, logistics and supply
chains with backward integration to out-grower programs. Joint work is also planned to help create a
unified food safety agency to advance modern food systems in Kenya.

70. In the MSME sector, IFC will continue expanding its portfolio of over US$47 million in advisory
services on SME banking and capacity building, agribusiness and health SMEs, access to finance for
women, and business climate reform. IFC will also support digital entrepreneurship and innovation
through support to local and regional startups. From the World Bank, the ongoing Kenya Industry and
Entrepreneurship Project (KIEP, P161317) is also piloting interventions to spur innovation and productivity
in SMEs, KYEOP (P151831) is providing vulnerable youth with training, apprenticeships and small business
grants, and SAFER (P175017) is expanding liquidity and de-risking private finance for MSMEs. The planned
KIDUSP (P177048, FY23) will provide capacity building for public private dialogue and PPPs and for MSME
development at the county level. The Kenya Jobs and Economic Transformation Project (KJET, P179381,
FY24) will target MSME clusters across Kenya’s regional economic blocks with larger, catalytic public
investments while supporting broad based actions to ease regulatory barriers, deepen access to markets
and expand business development services for MSMEs development. Development policy financing and
macroeconomic technical assistance will include support for competition and other reforms needed to
achieve MSME and small producer success.

71. To advance women’s economic empowerment, the World Bank will prepare a new Women's
Economic Empowerment operation (FY24) while IFC continues to build the capacity of private companies
to address gender gaps, increase women’s representation in business leadership and unlock access for
women-owned SMEs in value chains and distribution networks, through its IFC Sourcing2Equal Kenya
program. This work will complement the planned Kenya Gender Platform (Box 4) that will ensure stronger
portfolio-wide attention to gender equity.

Box 4: The Kenya Gender Platform

While the WBG has made important contributions to advancing gender equity in Kenya (Annex 2), a more systematic
approach is necessary for greater impact. This CPF will include a well-resourced Kenya Gender Platform covering
operations, knowledge, and dialogue. The first pillar will focus on both narrowing select gaps through key operations
and ensuring equitable outcomes in all operations. The second pillar will pursue specific analytical work to uncover the
constraints facing Kenya’s women, with a focus on women's economic empowerment and jobs. The third pillar will
pursue a more robust dialogue with the government, development partners, CSOs, and the private sector to accelerate
knowledge transfer, build capacity, and support gender commitments of mutual interest.

72. On the labor supply side, the upcoming National Youth Opportunities Towards Advancement
program (P179414, FY23) will build on KYEOP (P151831) interventions, including among refugee youth, to
improve efficiency and significantly expand coverage of Kenya’'s youth employment programs and
maximize the sustainability of youth-owned enterprises. The planned KDEAP program (P170941, FY23)
will support entities that provide digital training and connect youth to employment and income
generation opportunities while IFC will support private initiatives in digital skills literacy and rapidly
advance skills training in line with industry demands. The ongoing EASTRIP (P163399) and ACEIl (P163399)
operations will refocus on their relevance to the private sector, remaining gaps in quality, and reforms to
increase efficiency in the tertiary education sector.

73. Outcomes for Objective 2 would be faster job growth among MSMEs outside Nairobi and
Mombasa, increased share of farmers selling more than half of their produce into the marketplace,
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greater access to finance for women-owned firms and women producers, and greater mobilization of
private capital into value chains with high potential for job creation.

Objective 4: Shrink disparities in learning and health outcomes

74. Objective 4 builds on Kenya’s progress in human capital development by focusing the WBG
program on shrinking spatial and other disparities, improving service quality to secure better learning
and health outcomes, and pursuing universal health care. In so doing, CPF implementation will reflect
the views shared during consultations that the World Bank should move from information sharing and
training to livelihoods support focused on historically marginalized communities. It will also explore ways
to promote household climate resilience through education and by mitigating the effects of climate
change on health caused by, among others, disease, food insecurity and malnutrition.

75. In education, the WBG will support measures to reduce disparities and improve learning
outcomes in basic education (pre-school to secondary). The World Bank will complete analytical work
supporting preparation of a Roadmap for Better Early Childhood Development (P174257) to be followed
by an ECD operation to pilot county level interventions. The new KPEELP (P176867) aims to reduce gender
disparities in schooling and sub-national disparities in learning outcomes, including for refugee
communities, while the ongoing Secondary Education Quality Improvement Project (SEQIP, P160083) will
continue expanding school infrastructure, reducing teacher shortages, targeting scholarships for girls’
transition, and addressing GBV. The latter will be followed by a new operation (FY26) in this CPF. The
planned KDEAP (P170941, FY23) will invest in broadband connectivity for education institutions.

76. In health care, the Bank will complete the ongoing Transforming Health Systems for Universal
Care Project (P153394) supporting quality of service improvements and piloting Universal Health
Coverage (UHC), and the COVID-19 Health Emergency Response (P173820) projects. The planned Building
Resilient and Responsive Health Systems (P179698, FY24) will shift financing further toward UHC by
expanding reforms in universal health care, service improvements in public health facilities, increasing
financial protection through universal health insurance, and readying health services to meet the
demographic transition, particularly in non-communicable diseases. IFC will support expanding private
investment in healthcare services, vaccine and pharmaceutical manufacturing, and health insurance.

77. Key outcomes of Objective 4 will be tracked by the Kenya UHC index, specific learning outcomes
in the lowest performing quintile of counties and dropout rates for girls.

Objective 5: Extend sustainable infrastructure services to the last mile

78. Objective 5 focuses on extending infrastructure services through the last mile including remote
rural communities and informal urban settlements, with consideration for financial sustainability and the
need to green infrastructure service provision in Kenya, to be covered in the Country Climate and
Development Report (CCDR) currently under preparation.

79. In the energy sector, the ongoing Kenya Off Grid Solar Project (P160009) and Kenya Electricity
Modernization Program (P120014) will complete grid and off grid electrification for more than 2 million
people and help reduce distribution losses while the ongoing Eastern Electricity Highway Project
(P126579) will complete the transmission interconnection with Ethiopia and MIGA guarantees continue
to support solar home system services for underserved communities across Africa, including Kenya. The
planned Kenya Expansion of Sustainable Access to Electricity Program (P176698, FY23) will continue to
support financial sustainability and efficiency improvements and invest in the electrification program.
Subsequent phases will build on the ongoing Renewable Energy Development study (P173040),
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supporting competitive auctions for solar and wind power. IFC will continue to invest in green energy
generation in line with Kenya’s Least Cost Plan and in commercial loss reduction. IFC will also seek
opportunities to help independent power producers convert plants to renewable energy or develop new
green generation, and to help Kenya unlock the power distribution beyond urban areas. Finally, IFC and
the ongoing Infrastructure PPP Project (P121019) will continue to support preparation of future energy
PPPs including two transmission lines and geothermal capacity.

80. In transport, the CPF program will promote more transport PPPs while reserving IDA financing for
investments in rural roads, urban mobility, regional connectivity, and trunk roads that have a high impact
on poverty, inequality, fragility and, where possible, promote greener mobility. The ongoing EARTTDF
(P148853) and HoAGDP (P161305) projects will complete upgrading over 700 kilometers of regional
corridors ¥and related community infrastructure in northern Kenya. Planned new Bank lending includes:
a possible IDA partial risk project guarantee on the US$1.5 billion Nairobi-Nakuru-Mau Summit Toll Road
(P165545, FY23) with IFC participating as an investor, and potential MIGA support as a guarantor; a
planned Kenya Urban Mobility Improvement Project (P176725, FY23) to improve public transport and
introduce green mobility in the Nairobi Metropolitan Area; and a planned Rural Roads Program (FY25).
IFC and MIGA will endeavor to mobilize more private capital for Kenya’s road sector, where MIGA is
already providing guarantees for investments under Kenya’s innovative Roads Annuity Program. The
ongoing East Africa Freight Flow Logistics ASA (P178066) will inform possible reforms and potential
investment options including around Lake Victoria.

81. In digital connectivity, the WBG will work jointly to expand affordable connectivity to
underserved areas, position Kenya as a regional data hub, and explore opportunities to expand “green”
digital services. The HOAGDP (P161305) and the EARTTDF (P148853) projects will complete installation of
fiber optic cables in the NEDI region?® The planned KDEAP (FY23) will help to upgrade the national fiber
optic backbone, close selected gaps in broadband access and promote private investments in digital
infrastructure and services at last mile. IFC will seek to consolidate Kenya as a regional hub in the Cloud
and Data Centers space, pursue last mile connectivity in rural areas and seek to invest in green telco
initiatives from power optimization in Data Centers to partnerships for mobile towers and smartphones
recycling. The WBG will also work jointly on strengthening the regulatory environment in digital market
competition, data protection, cybersecurity and ecommerce through technical work and the planned
Eastern Africa Regional Digital Market Integration Project Program (P176181, FY23).

82. In urban development, the ongoing Kenya Informal Settlements Improvement Program Il (KISIP2,
P167814) continues infrastructure improvements, tenure regularization and institutional capacity for
slum upgrading across Kenya. The planned KIDUSP will support infrastructure investments in secondary
cities and towns while strengthening links between urban planning and financing. Following the successful
WBG collaboration under the Affordable Housing program, IFC will provide transaction advisory services
to develop a pilot PPP affordable housing project. The planned Kenya Urban Mobility Improvement
Project (P176725) will complement transport services with social infrastructure in targeted underserved
communities. The Bank will also support implementation of Kenya’s 2021 Refugee Act which is looking at
converting refugee camps to formal local settlements.

83. Outcomes for Objective 5 will be tracked by new electricity connections, the population served
by 3G+ mobile broadband coverage, Kenya’s Rural Access index and the number of urban informal
settlements residents living in defined improved conditions.

20 Along the Isiolo-Mandera and the Eldoret-Nadapal regional road corridors.

20



Objective 6: Increase household resilience to, and national preparedness for, shocks

84. Objective 6 focuses on reducing household vulnerabilities to a range of shocks, while also
strengthening national systems for disaster preparedness and climate resilience. Increasing coverage
and sustained resourcing of safety nets, social insurance and risk financing will be a key consideration.

85. In social protection, the ongoing Kenya Social and Economic Inclusion Program (P164654) is
supporting Kenya’s cash transfer programs to add social and economic services to help poor households
promote ECD and move toward self-sufficiency while also creating a national social registry covering 50
percent of Kenya’s most vulnerable. Improved social protection also enables individuals to invest in
developing skills to move from low to higher productivity jobs. A follow-on operation (FY25) would aim to
help Kenya achieve more consistent financing, better coverage, deeper adequacy, and greater shock
responsiveness of its safety nets, expand ‘cash-plus’ initiatives and broaden coverage of poor children.
The upcoming Youth Resilience and Employment Opportunities program (FY23) also aims to improve the
efficiency, governance and transparency of the NSSF and, together with insurance sector reform support
under SAFER (P175017), pursue expansion of social insurance to informal sector workers.

86. In disaster preparedness and response, the World Bank will build on a recent analysis of disaster
spending in the FY22 Public Expenditure Review and reforms under the recently closed Catastrophe
Deferred Drawdown Operation (P161562) to continue work on: (i) pandemic preparedness through a new
regional operation (FY23); (ii) strengthening urban resilience in Kenya’s secondary cities under the
upcoming KIDUSP (FY23); (iii) livestock insurance under the DRIVE (P176517) project; (iv) national and
regional surveillance and controls for pest management under the ELRP (P173702); (v) modernization of
hydro-meteorological services under the ongoing KCSAP (P154784); and (vi) tackling environmental
hazards in urban slums under KISIP2 (P167814).

87. To help address the impacts of climate change more generally: the World Bank will complete a
CCDR for Kenya in FY23 to inform policies needed to, inter alia, climate proof public investments; the
ongoing FLLOCA (P173065) is helping build the country’s capacity to plan, monitor and implement Climate
Action Plans and investments to build community level climate resilience in all counties; and the Bank will
continue support for Kenyan issuance of sovereign green bonds and mobilization of other forms of climate
finance.

88. Key outcomes for Objective 6 will be tracked by the population covered by effective safety nets
and/or social insurance, the number of small producers with access to risk financial services and share of
urban areas with risk sensitive development plans, and later by a new County Climate Resilience index.

Objective 7: Reduce Kenya’s water insecurity

89. The CPF program will work upstream to help stem degradation of Kenya’s natural assets and
reduce vulnerabilities to extreme weather events, and downstream to increase water supply and
sanitation services. The planned CCDR (FY23) will help Kenya prioritize actions to achieve its NDCs to the
Paris Climate Agreement and will be supplemented by analytical work to expand PPPs in biodiversity
conservation and strengthen governance for protecting forests. A planned Watershed Restoration Project
(FY24) will help communities restore and protect selected water towers and watersheds and improve
Kenya’s systems for monitoring landscape areas. The World Bank will also explore how communities and
governments can collaborate to produce economic and environmental co-benefits through better natural
resource management. Downstream, the CPF will: complete the bulk water supply for Mombasa and
Kwale under the Coastal Water Security and Climate Resilience Project (P145559); strengthen water
distribution and utilities under the Water and Sanitation Development Project (P156634); complete a
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largescale irrigation scheme under the Kenya Water Security and Climate Resilience Project (P117635);
build on IFC’s East Africa Smallholder Irrigation Program to develop investment opportunities for
equipment suppliers, farmer groups, off-takers and banks; and introduce investments in farmer-led
irrigation under NAVCD (see paragraph 69). Additional investments in water storage and supply will be
extended in the upcoming Water, Sanitation and Hygiene program (FY24) and a planned urban water and
sanitation operation in FY25. The Groundwater Management for Horn of Africa Project (P174867) will
invest in accessing domestic aquifers in Kenya’s NEDI regions and, in a later phase, shared aquifers in the
Horn.

90. Outcomes for Objective 7 will be tracked by increases in Kenya’s water storage capacity,
household access to improved drinking water and water for productive use, and hectares of land under
sustainable land and water management practices.

E. Implementing the CPF Program

91. The CPF will span two IDA cycles: IDA20 (FY23-FY25) and IDA21 (FY26-FY28). Given Kenya's blend
status?!, World Bank financing will comprise IDA and IBRD resources. Financing will be provided in ways
that align to Kenya’s stated development priorities, are consistent with the SDFP, and support Kenya's
objective to move, over time, toward Low risk of debt distress. Specific amounts will be determined during
project negotiation, based on support from other development partners, WBG comparative advantage,
and factors affecting IBRD’s financial capacity, including global economic developments and demand from
other borrowers. Kenya’s IDA19 program is fully delivered with the indicative program for IDA20 (Annex
3) expected to leverage IDA20’s window for regional integration, the WHR, and short-term maturity loans.
The IDA21 program will be set out in the FY25 PLR. The CPF ASA program will include a CCDR, Poverty
Assessment, and Human Capital Review in FY23.

Program evolution, performance, and implementation

92. Kenya’s IDA/IBRD portfolio grew by over 50 percent in commitments from the beginning of
IDA17, increasing in both number and average size of operations, to peak at 35 active IDA/IBRD projects
in FY18 and at commitments of USS$6.6 billion (excluding DPFs). A strong portfolio consolidation effort has
taken place since FY20 (see Table 1) reflecting the CLR lesson on volume and depth of operations versus
breadth of interventions and supported by the resumption of DPFs. This consolidation provides an
important opportunity to refocus investments in this CPF toward a more transformational array of
operations. The expected evolution of the Bank lending pipeline for FY23-FY25 is detailed in Annex 3.

Table 1: Kenya IBRD/IDA portfolio performance

| IDA17 | IDA18 | IDA19 |

FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22
Commitments (USS billion) * 4.5 5.4 5.3 6.1 6.6 6.6 5.5 6.0 6.3
No. of operations 24 29 30 30 35 34 33 32 32
Average size (US$ million) 188 186 177 203 189 194 167 188 191
Disbursement ratio (%) ** 18.6 21.9 12.1 18.8 16.2 17.1 22.1 20.6 17.7
Amt disbursed in FY (USS billion) * n.a. n.a. n.a. n.a. 0.50 0.55 0.93 0.64 0.58
Problem projects (% value) n.a. n.a. n.a. n.a. 13.3 26.6 10.0 16.0 9.0

* Excluding DPF, and Trust Funds co-financing.
** Includes IPFs and Program for Results financed by IBRD financing, national Performance-Based Allocations and IDA windows

21 Given the ongoing improvements in debt policy, strategy and management (including under the SDFP) Kenya should be able
to retain its blend status and access to IBRD resources.
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93. Collaboration with IFC and MIGA continues to grow beyond the traditional focus on
infrastructure finance and investment climate. The portfolio is already moving towards several new
areas, including agriculture, health, tourism, and MSMEs, spurred by Kenya’s need to mobilize private
capital. The WBG will continue to employ all funding modalities in Kenya (including trust funds) and
deepen synergies between World Bank ASA and IFC advisory programs.

94. The previous CPS development outcome was rated Moderately Satisfactory (Annex 2), in part
due to systemic issues that continue to challenge World Bank project implementation. The most critical
are: (i) misalignment between budget allocations and project work programs; (ii) delayed transfers to
national ministries and county agencies; (iii) weak institutional and intergovernmental coordination; (iv)
protracted procurement processes; and (v) delays in land acquisition, particularly community lands. These
issues are being addressed through policy reforms and capacity building. GESDEK is strengthening Kenya’s
budget process with new legislation enacted to accelerate fiscal transfers to the counties. The resumption
of DPFs has created a new national platform for policy coordination, and Kenya is reinforcing its
framework for operational coordination cascading from Cabinet through line ministries to county
governments. As the Kenyan polity relies on relationships that overlay bureaucratic processes (which can
affect implementation), the World Bank will also mainstream sector-wide governance and institutional
assessments to understand better political economy realities during project preparation. An ongoing
engagement with the National Land Commission, supported by several projects, will contribute to
increasing the efficiency of land acquisition.

95. Fiduciary compliance remains generally robust with exceptions in a few sectors and some
challenges at the county level. World Bank-financed projects use Kenya’s national PFM systems in
accounting, budgeting, internal control, funds flow, financial reporting and external audit which are in
turn supported under the GESDEK and TA programs. The recently closed Kenya Devolution Support and
upcoming KIDUSP programs finance and incentivize capacity building in PFM at the county level while
counties are creating single fiduciary units that span World Bank and possibly other development partner-
financed operations. The World Bank’s Integrity Vice-Presidency (INT) continues to help build anti-
corruption capacities in selected implementing agencies. Continued close monitoring and capacity
building, particularly at the county level, should mitigate residual risks, and permit a gradual expansion of
PforR operations with appropriate fiduciary reform measures.

96. Environmental and social (E&S) risk management and safeguard/standards compliance has
improved somewhat but requires further strengthening at the county level and better management of
occupation health and safety risks.??Close monitoring and gradual improvements to grievance redress
mechanisms is also yielding better performance results, although a few projects have closed with
outstanding compliance issues. The CPF program will continue to support safeguards compliance by
strengthening social risk management across the government and project implementers. IFC will also
expand advisory services to its clients on E&S performance standards.

Partnerships

97. The WBG will continue to play a leading role in high-level policy dialogue between development
partners and the Government of Kenya. Periodic meetings between the government and the
Development Partners Heads of Mission Group, currently co-chaired by the World Bank and the
government, are at the apex of Kenya’s development coordination framework. The World Bank also
actively participates in (if not co-chairs) several Sector Working Groups many of which include domestic
and international civil society partners. Particularly strong areas of multi-donor partnership include

22 Kenya continues to be an outlier on preventable project-related accidents and fatalities.

23



agriculture, health, safety nets, transport, electricity, devolution and PFM (see Annex 6) and, most
recently, support for refugees and host communities.

98. The WBG will continue to work closely with the International Monetary Fund (IMF). In April
2021, the IMF approved a 38-month program for Kenya # supporting fiscal consolidation and economic
recovery. Alignment with the recent DPF series has been strong, and this CPF program will continue to
coordinate with the Fund on macroeconomic and selected structural policies.

99. As a rising middle income client, the WBG CPF program for Kenya will also explore the range of
co-financing opportunities available through deeper coordination with larger bilateral and multilateral
development banks in the semi-concessional financing space. Finally, the Bank will continue to expand
partnerships with Kenya's leading think tanks and vibrant CSOs on both national and regional issues.

Measurement, monitoring, and learning

100. The CLR for the previous CPS (FY14-FY20) called for more attention to monitoring, evaluation
and learning to inform CPF course corrections. This CPF will therefore introduce a program-wide
approach to data adequacy, quality and transparency building on support to Kenya’s statistical system
under the recently closed Kenya Statistics Project (P149718). The upcoming Eastern Africa Regional
Statistics (P176371), Kenya Digital Economic Acceleration (FY23), and Governance Improvement (FY24)
operations will provide further support for consolidating Kenya’s data platforms and information systems.
This approach will: (a) mainstream the use of high frequency data, improved administrative data and
available ‘big data’ into World Bank-supported operational design, learning and outcome monitoring; (b)
apply mapping tools, such as the Geo-Enabling initiative for Monitoring and Supervision and the new
Project Targeting Index, across the portfolio to enhance geographic and spatial synergies (e.g., matching
electricity access subprojects with value chain investments); and (c) include appropriate data literacy
capacity building for demand-side agents in each operation (see paragraph 66).

101. The new CPF monitoring framework would introduce: (a) an annual tripartite event involving
government, civil society and development partners to reflect on Kenya’s overall progress toward the
HLOs and CPF implementation; (b) biannual consultations with CSOs and media; and (c) operational level
frameworks, such as a new NEDI Communication Strategy, that engage local stakeholders on project
implementation and deepen compliance with both Kenya’s constitutional requirement for participation
and the World Bank’s requirements for citizen engagement.

IV. MANAGING RISKS TO THE CPF PROGRAM

Table 2: Systematic Operations Risk Rating Tool

Risk Category Rating

1. Political and Governance Substantial
2. Macroeconomic Substantial
3. Sector strategies and policies Moderate
4.Technical design of project Moderate
5.Institutional capacity for implementation and sustainability Moderate
6. Fiduciary Substantial
7. Environment and Social Substantial
8. Stakeholders Moderate
Overall Substantial

23 A US$2.34 billion program under its Extended Credit Facility and Extended Fund Facility.
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102.  The overall risk to achieving the CPF objectives and their substantial contributions to the HLOs
is assessed as Substantial (Table 2). In particular, the level of political and governance, macroeconomic,
fiduciary, and social risks are all assessed as Substantial.

103.  Political and governance risk is assessed as Substantial. While the overall political climate
continues to improve with the implementation of the 2010 Constitution, Kenya’s diffuse power bases and
dynamic coalitions challenge efficient cross-government coordination, greater international
competitiveness, efforts to tackle corruption, and better resource allocation for improved service delivery
(all critical to the CPF). Devolution has the potential to surmount some of these challenges, but also faces
risks from an evolving center-periphery political settlement and the potential replication of corruption at
local levels. To mitigate these risks, the CPF program will support emerging national platforms for policy
reform and coordination, strengthen the intergovernmental fiscal framework, county government
capacities, and help increase the beneficiary incidence of public spending with efforts to strengthen
demand for accountability.

104. Macroeconomic risk is assessed as Substantial. Although Kenya’s medium-term economic
prospects remain good, the broad political commitment to fiscal consolidation and reducing the risk
profile of Kenya’s external debt could be jeopardized by continued turbulence in the global economy.
Sustained and intense fiscal pressures could delay efforts to rebuild fiscal buffers and divert attention
from necessary structural reforms and MSME investments, while rising food prices and related shortages
raise the potential for unrest. To mitigate these risks, the CPF program will continue DPFs to provide a
fiscal cushion to protect social spending and sustain the reform effort, in collaboration with the IMF and
underpinned by analytical work. Other financing operations will be strictly embedded in Kenya’s own
medium term expenditure framework.

105.  Fiduciary risk is assessed as Substantial. To mitigate this risk, the WBG will continue to support
improvements in Kenya’s national and local fiduciary systems with a focus on strengthening the internal
and external control framework and deepening transparency, including at the beneficiary and service
delivery levels, and employing preventative measures (including robust engagement with INT) across the
portfolio and in identified corruption hotspots.

106. Environmental and social risks are assessed as Substantial (social risks are Substantial and
environmental risks are Moderate). Resource competition, environmental stresses and weaker
institutions in Kenya’s north and northeast continue to spur social conflicts that delay project
implementation. Resource competition in some water tower communities interrupted past World Bank
supported projects. Kenya also faces risks of cross-border spillovers from conflicts and environmental
stressors across the Horn of Africa. To mitigate these risks, the WBG will draw on its ministerial-level
convening power through the HoAl, the growing number of regional operations and its use of related
relevant windows (e.g., the WHR). The CPF will also invest heavily in water security and livestock value
chains, roll out investments under the IDA20 WHR and expand payments for environmental services. To
mitigate social risks, the CPF will strengthen citizen and beneficiary engagements across the portfolio and
continue to build social risk management capacities across national and local governments. The World
Bank anticipates an increase in grievance reporting; while this may be interpreted as rising social risks, it
reflects a trend towards greater accountability that can help drive more beneficiary-centered public
spending in Kenya.
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Annex 1. Kenya CPF FY23-FY28 Results Matrix

High Level Outcome 1 (HLO 1) — FASTER AND MORE EQUITABLE LABOR PRODUCTIVTY AND INCOME GROWTH

Indicators Data source(s) & frequency Current value Benchmark

National Accounts - Kenya National

Bureau of Statistics (KNBS) 12.8 percent (2017-19) 19.7 percent (MIC avg. 2017-19)

Private investment as a share of GDP

USS12,473 or 50 percent increase
International Labour Organization (ILO) USS$10,181 (2021) over pre-COVID avg 2015-19 of 3.4
percent growth per year.

Output per worker (GDP constant 2017
international USS at PPP)

Gini inequality index KNBS 38-40 (2019)
Youth not in Education, Employment or Training 16.9 percent (2021)
Rationale:

v" Private investment, FDI and exports have weakened considerably as sources of growth in Kenya
v' Poverty elasticity of growth at 0.57 has stagnated, below Tanzania, Uganda and Ghana

v" National Gini has plateaued since 2015

v" Employment growth has stagnated against a looming youth bulge.

WBG engagement contributes to this HLO as follows:

v' Boosting fiscal and debt sustainability

v"Improving the transparency and effectiveness of public expenditure
v" Fostering MSME and small producer success for faster job creation

Knowledge gaps: Kenya benefits from newly rebased national accounts, new annual county economic accounts, improved quarterly household surveys and labor
market surveys and a new farmer database covering 1.2 million (of the estimated 4-5 million farmers). However, data on MSMEs needs strengthening, as does
monitoring of fragmented public and private MSME support programs and women and youth economic empowerment programs. Kenya is piloting new methods of
delivering MSME support and labor market programs that need to be analysis for how to take successful interventions to scale efficiently.

Related Sustainable Development Goas (SDGs): © SDG 1 - No poverty O SDG 8 - Decent work and economic growth O SDG 10 — Reduced inequalities

High Level Outcome 2 (HLO 2) — GREATER EQUITY IN SERVICE DELIVERY OUTCOMES

Indicators Data source(s) & frequency Current value Benchmark

Ratio of the average of 1% and 2™ quintile to the 5t

KNBS and DHS 5 0.79 (2015/16
quintile county Human Capital Indices an (e S yees) ( /16)

On-grid: Admin data on metered

Share of population with access to electricity (grid & connections from KPLC (annual)

off-grid) Off-grid: Energy & Petroleum 7 s (ATl SO S
Regulatory Authority (annual)

Increased social safety net financing State Department for Social Protection 0.4 percent of GDP 1.4 percent (LMIC avg)
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Rationale:

v' If not addressed, persistent welfare gaps between some areas and across some socioeconomic groups could continue into the medium and long terms and lock
Kenya into a common MIC inequality trap.

v' Extreme spatial disparities in basic service delivery persist in Kenya’s north and northeast regions despite a significant scale up of government and development
partner support.

v Other disparities in rates of human capital accumulation reflect some outliers in access and broader challenges in improving quality of service delivery.

v' Kenya has made strong progress in pushing out access to transport and digital services and could achieve universal access in electricity in this CPF period, while
informal urban settlements will need greater attention as urbanization accelerates.

v' Kenya’s noteworthy array of cash transfer program have not been followed by consistent financing, even during crises.

WBG engagement contributes to this HLO as follows:
v Shrinking disparities in learning and health outcomes
v' Extending infrastructure services to the last mile

Knowledge gaps: Current value of the HCl dispersion index will be updated following the completion of the ongoing Demographic and Health Survey in 2022. Kenya
needs to strengthen the collection administrative data and integration with survey across basic service delivery sector s— social and infrastructure -- to better track
outcomes, target scarce financing and investments and efficiently scale up effective interventions. This would also help to monitor the impact of the devolution
process over time.

Related SDGs: O SDG 3 — Good health and wellbeing © SDG 7 — Affordable and clean energy O SDG 10 — Reduced inequalities

High Level Outcome 3 (HLO 3) — GREATER RESILIENCE AND SUSTAINABILITY OF KENYA’S NATURAL CAPITAL

Indicators Data source(s) & frequency Current value Benchmark
Water productivity Kenya Water Resource Authority (annual) US$14.4 per m3 USS$25 per m3 (LMIC)
Share of land area under forest cover Kenya Forest Service (annual) 7.2 percent (2019) 12 percent (2030) NDC target
Prevalence of severe food insecurity in Food and Agricultural Organization (FAO)

. 25.7 2018-2
the population (3 year moving average) 5.7 percent (2018-20)
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Rationale:

Kenya is a high-risk, low-readiness country with respect to climate change, ranking 148 out of 182 countries in the 2019 ND-GAIN Country Index of Climate Change

Vulnerability. Thirty-six percent of the population depend primarily on climate-sensitive activities, while drought-induced food insecurity episodes have increased

from every 20 years (1980s) to every 2-3 years in recent years and affecting on average, 4.8 million people.

v' Kenya is a water-scarce country with variable, low, and declining freshwater resources against rising demand. Its water availability per capita has fallen over 50
percent in the past 30 years to 600 m? pc, lower than Irag, Morocco and Somalia. Water storage capacity at 103 m3 per capita is below average in Africa, while
opportunities abound to focus on “small-scale” storage like watershed services and rainwater harvesting.

v" However, upstream critical watersheds are degrading fast, its closed canopy forest, once covering 12 percent of total land area, has been reduced to 1.7 percent,
and erosion hotspots cover about half of the land area in Kenya's river basins. Today 1 in 4 Kenyans subsist on land that is being degraded: 70 percent of
Kenyans burn biomass for cooking and heating, In Kenya's Arid and Semi-Arid Lands (ASALs) which constitute 80 percent of its land area and

v' Kenya’s lost 68 percent of its biodiversity assets during 1977-2016 but could stem this decline by introducing proven PPPs in conservancy management and
adapt these models to work in diverse setting is its NEDI region.

WBG engagement contributes to this HLO as follows:
v"Increasing household resilience to, and national preparedness for, shocks
v" Reducing Kenya’s water insecurity

Knowledge gaps: Key knowledge gaps include inadequate and infrequent measurement of forest cover which can be augmented using satellite data, incomplete
measurement of water production /storage which currently only focuses on dams, and not the myriad of impactful small scale community water related
investments, and the need for better financial models for sustainable watershed management.

Related SDGs: O SDG13 — Climate action  © SDG 15 — Life on land

CPF Objective 1: Boost fiscal and debt sustainability

There was no similar objective in the FY14-18 CPS. Introducing this objective now is particularly important in the context of post-COVID recovery, attention to rising
debt levels and Kenya’s current high risk of debt distress, global headwinds, increasing climate shocks and the need to rebuild fiscal buffers over the medium term.

Intervention Logic: The economy has shown remarkable resilience with a rebound of growth at 7.3 percent in 2021, but longer-term structural issues remain to be
tackled to move toward Kenya’s goal of becoming a UMIC by 2030. These include reducing persistently high fiscal deficits and reigning in debt ratios to more
sustainable levels which will require maintaining the current fiscal consolidation efforts (including greater use of PPPs in financing public services), lowering Kenya’s
cost of debt through a shift to concessional financing, and reinvigorating private investment, FDI, exports by addressing the enabling environment and promotion
services, and deepening the domestic capital markets.

WBG engagement will comprise: (a) development policy financing to help accelerate fiscal and investment climate reforms; (b) technical support to help Kenya
improve its revenue (national and county) efforts, capitalize on new trade and integration opportunities, and deepen its financial intermediation; and (c) a scaling up
of IFC investments, MIGA guarantees and Bank program/project lending.

Key risks and mitigation: The broad-based political commitment to fiscal consolidation and reducing the risk profile of Kenya’s external debt faces serious
headwinds from the continued turbulence in the global economy. Development policy financing will help sustain the reform effort. Domestic vested interests could
continue to hedge against more FDI, but the overwhelming potential of Kenya’s gains under new trade agreements to rejuvenating private investment as the source
of growth should provide a counterbalancing position.
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CPF Objective Indicators

Supplementary Progress Indicators

WBG Program

COI 1.1: Joint DSA Risk of Debt Distress
Baseline [2021]: High

Target [2027]: Moderate

Source: Debt Sustainability Analysis (DSA)

COI 1.2: Volume of sovereign and
corporate green bond issuances
Baseline (2021): 0

Target (2027): USS1 billion

Source: Central Bank of Kenya and National
Treasury Debt & Resource Mobilization
Directorate

COI 1.3: Volume and number of PPP’s
mobilized with WBG financial/TA support
Baseline (2021): 0

Target (2027): USS2.5 billion, 50
transactions

Source: National Treasury PPP Directorate

SPI 1.1: Implementation of new debt management
rules pegging to debt ceiling to 55 percent of GDP
Baseline [2021]: 62 percent

Target [2027]: 52 percent

Source: DSA

SP1 1.2: Performance-based incentive framework
developed for Kenya’s private sector-led Special
Economic Zones program.

SPI 1.3: Green Industrialization Policy adopted
SPI 1.4: New Investment Promotion act passed to

underpin a comprehensive upgrade of investment
facilitation services, including at the county level

Ongoing financing:

IDA/IBRD: Accelerating Reforms for an Inclusive & Resilient Recovery
DPF 2 (P176903), Program to Strengthen Gov for Enabling Service
Delivery and Public Investment in Kenya (GESDEK, P161387), Kenya
Infrastructure Finance/PPP (P121019), Affordable Housing (P165034).

Financing pipeline:

IDA/IBRD:

Development Policy Financing, Long-term Fin for PPP/ Nairobi-
Nakuru Toll Road Gu (P165545), Integrated Devolution & Urban
Support Program (P177048), Governance Improvement (FY23/24)

Ongoing AS/A:

Public Expenditure Review (P175146), Country Economic
Memorandum (P177156), Macro Fiscal Programmatic ASA (PASA)
(P162368), Joint Capital Market Program (P603143), IFC Investment
Climate AS (P603298), Subnational Competitiveness for JET
(P176821), Kenya Trade Integration (P172285)

ASA Pipeline:

Kenya Economic Updates (biannual)

CORE ASA Country Economic Memorandum (FY23)
CORE ASA Public Expenditure Review (FY26)

CPF Objective 2: Improve public expenditure transparency and effectiveness

This objective is related to the following previous objectives in the FY14-FY18 CPS:

e CPSFY14-18 Outcome 7: Greater Citizen Feedback on the Quality of Service Delivery in Key Sector

e CPS FY14-18 Outcome 9: Adequate Systems to Monitor Performance of Services Delivered by Counties
e CPS FY14-18 Outcome 10: Heightened Transparency and Accountability in the Use of Public Resources, particularly at the County Level

Intervention Logic:

e PFM in Kenya remains is opaque for a LMIC: 50/100 on Open Budget Index, e-Gov procurement and human resource (HR) systems still delayed. Kenya
underperforms in CPIA Block D: Governance

e Devolution is raising pro-poor spending, but capacity to deliver quality service needs to catch up and depends on more beneficiary-centered PFM systems that
can delivery resources timely to the frontline. Intergovernmental coordination remains a challenge: vertical and horizontal relations (national-country-local) are

still evolving

e Corruption remains the #1 issue facing Kenyans. Blurred lines between public and private interests create opportunities for corruption and unequal playing fields

for private sector actors
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WBG engagement will help complete core government systems reforms (PFM, Public Investment Management, eGovernment procurement, HR Management
Information System, Revenue Admin) and continue improving public financial management. It will also continue to strengthen capacity at county and municipal
levels. The World Bank will help modernize government digital platforms while IFC supports private sector driven initiatives to help grow the provision of digital
services to citizens, public services and corporates. The Bank will also support the production and use of robust data and statistics for more evidence-based policy
making. On anti-corruption, the CPF will target reforms at key pockets of corruption in which there is an opening and traction, a deeper focus on strengthening
expenditure transparency in PFM systems, more capacity building to link citizens and beneficiaries to effective control mechanisms, and a more joined up approach
to anti-corruption with other development partners.

Key risks and mitigation: Kenya’s diffuse power bases and hyper-dynamic coalitions create challenges for efficient coordination across government, for maintaining
an effective front to tackle entrenched corruption, and for realizing a sustained shift toward more beneficiary-centered resource allocation. The CPF program will
continue to support emerging national platforms for policy reform and operational coordination, invest in strengthening the intergovernmental fiscal framework and
county government capacities, and help increase the beneficiary incidence of public spending with added effort to strengthen demand-for-accountability

mechanisms.

CPF Objective Indicators

Supplementary Progress Indicators

WBG Program

COI 2.1: Share of approved estimates with
results costed in the improved budget
costing framework (BCF) that have been
disbursed to counties on time (as defined
by PFM Act and regulations).

Baseline [2021]: to be measured in Aug
2022 when BCF is rolled out to MCDAs
Target [2027]: 60 percent

Source: Hyperion and Integrated Financial
Management Information System (IFMIS)

COI 2.2: Proportion of public procurement
value conducted by MDAs, state
corporations and counties in a timely and
efficient manner using e- procurement
systems.

Baseline [2021]: 0

Target [2027]: 100 percent

Source: PFM Reform Strategy Reports, e-Govt
Procurement system

COI 2.3: Percentage increase in
performance on newly developed County
Governance Scorecard Index (CGSI)
Baseline [2021]: to be measured when CGSI/
is developed (see SPI 2.4)

SPI 2.1: Budget costing and cash management
frameworks adopted at the national and
county governments.

Baseline [2021]: No

Target [2027]: Yes

Source: NT Memo

SPI 2.2: Percentage of the number of public
investments effectively selected,
implemented, and monitored in line with PIM
regulations/guidelines.

Baseline [2021]: O

Target [2027]: 75

Source: Public Investment Management
Information System (PIMIS)

SPI 2.3: Share of MCDAs and County
Governments implementing e-procurement
system

Baseline [2021]: 0 percent

Target [2027]: 75 percent

Source: PFM Reform Strategy Reports

SSPI 2.4: Joint development partner
anticorruption strategy adopted
Baseline [2021]: No

Ongoing Financing: Program to Strengthen Governance for Enabling
Service Delivery and Public Investment in Kenya (P161387), Kenya
Accountable Devolution Program (P160017)

Financing Pipeline: Development Policy Financing, Integrated Devolution
and Urban Support Program (P177048), Digital Economy Acceleration
Project (P170941), Governance Improvement (FY23/FY24)

Ongoing ASA: Macro Fiscal Programmatic ASA (P162368), Kenya Public
Sector Improvement (P174306), Kenya Devolution Dialogue (2099094).

ASA Pipeline: CORE ASA Public Expenditure Review (FY26), Macro Fiscal
Programming PASA (P178884), Public Expenditure and Financial
Accountability Report (FY27)
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Target [2027]: 25 percent point increase Target [2027]: Yes
over first year measurement Source: Governance Development Partner Working
Source: Ministry of Devolution Annual Reports | Group Minutes

Objective 3: Foster MSME and small producer success for faster job creation

This objective is related to the following previous objectives in the FY14-FY18 CPF:
e CPF FY14-18 Outcome 3: Improved Enabling Environment for Private Investment
e CPF FY14-18 Outcome 4: Greater Agricultural Productivity

Intervention Logic

e Kenya needs to 900,000 new jobs per year to absorb youth bulge. While economic growth may gradually close the formal jobs deficit for future generations,
current cohorts need interventions to grow and raise productivity of MSMEs, smallholder agriculture/agribusiness and in the informal sector, where they are
likely to be employed.

e Women's economic and labor market outcomes significantly lag Kenya’s strong regulatory and institutional framework: 30 percent wage earnings gap, 20
percent gap in wage employment gap, 27 percent gap in land/house ownership, respectively and 39 percent gender gap in mobile internet use. Women-owned
enterprise dominate micro and informal enterprises, but profits are significantly lower that men-owned enterprises

e Kenya’s agricultural productivity had stagnated far below neighboring countries until recently when new service delivery and aggregations systems are showing
some promised. Continue support is needed to move more small holders into commercialization and up the value chains.

e Kenya’s high level of MSME firm creation is not matched by survival, scale-up, and productivity. MSMEs face challenges in access to credit (where large banks
require de-risking tools, regulated microfinance institutions require liquidity and digital finance sector needs regulation), fragmentation of small business support
programs, worse red tape and playing fields that are not level for smaller players in certain value chains.

e Some youth and active labor market programs have shown good promise, but the field is fragmented with many unevaluated programs. Extending social
insurance to informal workers would significantly improve the quality of work and facilitate more micro-investments.

WBG engagement will help accelerate smallholder transition to commercial agriculture and livestock production including IFC support for the recovery of agribusiness
firms and expansion of modern food production. IFC, MIGA and the World Bank will provide liquidity and/or de-risking to increase access to credit and finance for
MSMEs. The Bank and IFC will support improving business climate for private sector at the county and national levels, respectively. WBG will broaden programs to
address the specific constraints facing Kenyan women to improve their labor market outcomes and expand youth employment, training and entrepreneurship
programs, including for refugee communities.

Knowledge gaps: More analysis is needed to timely monitor improvement in agricultural yields and commercialization, uncover the binding constraints to women’s
economic empowerment; strengthen measurement of the MSME sector, including access to finance, and unpack the constraints to unleashing domestic competition
to spur innovation in the domestic marketplace. The CPF program will support a Women’s Economic Empowerment diagnostic (FY23), an Agricultural Census (2024)
alongside improvements to farmer digital platform, and Enterprise Survey (2024) and efforts to improve data on MSME credit across regulated and currently
unregulated providers.

Risks and mitigation: Global economic headwinds pose some risk to accelerating job creation and boosting productivity in Kenya. Rising inflation and interest rates
may dampen the MSME response to new offerings while climate shocks may delay improvement in agricultural productivity. The CPF program also aims to include
an increase in risk financing instrument for small producers across several operations, see Objective 6.
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CPF Objective Indicators

Supplementary Progress Indicators

WBG Program

COI 3.1: Average annual net private, non-
self-employed, non-agriculture, full-time
equivalent (FTE) job growth, outside
Nairobi and Mombasa

Baseline [2015-19]: 270,000

Target [2026-27]: 300,000 (10 percent
increase)

Source: Kenya Labor Force Surveys

COI 3.2: Numbers of additional farmers
and pastoralists selling more than 50
percent of output in the marketplace
Baseline [2022]: O

Target [2027]: 600,000 or 50 percent of 1.2
million farmers in project-supported
agriculture services delivery system and
database

Source: Ministry of Agriculture, Livestock and
Fisheries project surveys

COI 3.3: Percentage of formal firms with 5
or more employees who have at least one
woman-owner with an open credit line.
This indicator will be broadened to include
micro enterprises as data improves.
Baseline [2018]: 37 percent

Target [2027]: 47 percent

Source: World Bank Enterprise Surveys, Findex,
Central Bank of Kenya FSD

COI 3.4: Value of private capital mobilized
by WBG operations into value chains with
high potential for job creation

Baseline [2022] USSO

Target [2027] US$100 million

Sources: WB project and IFC investment
reports

SPI 3.1: Number of jobs created for vulnerable
youth (to be gender disaggregated)

Baseline [2021]: 110,000 direct beneficiaries
Target [2027]: 250,000 direct beneficiaries
Source: KYEOP and successor operation

SPI1 3.2 Yields per hectare for key agriculture
value chains (potato, tomato, coffee)

Baseline [2022]: Baseline expected by Dec 2022
from ongoing Agricultural Census

Target [2027]: 25 percent increase

Source: Project surveys and Agricultural Censuses
(2022, 2027)

SPI 3.3: Number of women owned MSMEs,
women producers (crop, fish, livestock) &
female agri-preneurs receiving direct financial
support (grants or credit) through WBG
operations

Baseline [2022]: O

Target [2027]: 550,000

Source: SAFER 145,000; KEMSFED: 60,000; DRIVE
1000; NAVCD: 250,000; Youth Resilience and
Economic Opportunities: 100,000; IFC

SPI 3.4: Public sector Credit Risk Guarantee
Scheme transitioned to an independent Credit
Guarantee Company capitalized in part by the
private sector.

SPI1 3.5 Number of national competition policy
actions introduced that address restrictions in
agriculture, construction, pharmaceuticals,
telecoms, insurance, and professional services.

Ongoing Financing:

IDA/IBRD: Nat Agricultural & Rural Inclusive Growth Project (P153349),
Kenya Climate Smart Agriculture Project (P154784), National Agriculture
Value Chain Development Project (P176758), De Risking, Inclusion & Value
Enhancement (DRIVE) (P176517), Kenya Marine Fisheries Economic
Development (P163980), Kenya Industry and Entrepreneurship (P161317)
Kenya Youth Employment and Opportunities (P151831), Supporting Access
to Finance and Enterprise Recovery (P175017), Kenya Affordable Housing
Finance Project (P165034), East Africa Skills for Transformation & Reg
Integration Project (P163399), Eastern & Southern Africa Higher Ed Centers
of Excellence (P151847), Improved Livelihood for Communities in Meru
(P163035).

IFC: KTDA ICD (41498), BOAK SME RSF (46437), AMEF-P1 COOP KN
(45046), Co-op Bank Il (41133), Equity Bank Il (38419), WCS COVID GTBK
(44972), KCB Group Tierll (36791), NIC Bank Kenya (35372), Twiga Foods
RSF (43108), Suguna Il K (44038), BP Kenya (23826), Twiga Foods (41195)

Financing Pipeline:

Integrated Devolution and Urban Support Program (P177048), Digital
Economy Acceleration Project (P170941), National Youth Opportunities
Towards Advancement (P179414), Women’s Economic Empowerment
(FY24), Jobs and Economic Transformation (FY24).

Ongoing ASA:

IDA/IBRD: Kenya Economic Updates (biannual); Job Creation &
Entrepreneurship among Youths in Kenya: Impact Evaluations (P164229),
Interventions to Foster Employment of Refugees & Host Communities in
Kenya: A Feasibility Study (P173814), Kenya Subnational Competitiveness
for JET (P176821); Land & Housing Eng (2099090), Kenya Trade Integration
(P172285), Agriculture Sector Reforms (P172378)

IFC: APA Women's Insurance (606514), Coop CIBD and SCF Advisory
Services Co-operative Bank of Kenya (603453), Equity Bank (Kenya) Limited
(603469), KTDA Advisory Services Program (600248), Seedstars World
(604163), Sourcing2Equal Kenya (604788), Stanbic Bank Kenya (603403),
Twiga Advisory (605442), Kenya Investment Climate Project 3 (603298),
Kenya Investment Generation Project Il (603316), Kakuma Kalobeyei
Challenge Fund for Refugees and Host Communities in Kenya (603725)

ASA Pipeline: CORE ASA Kenya Country Economic Memorandum (FY23),
Kenya Economic Update (biannual), Competition Policy Diagnostics (FY23),
Women’s Empowerment Diagnostic (FY23)
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CPF Objective 4: Shrink disparities in learning and health outcomes

This objective is related to the following previous objectives in the FY14-FY18 CPS:
e CPS FY14-18 Outcome 5: Improved Social Service Delivery for Vulnerable Groups, Particularly Women
e CPS FY14-18 Outcome 8: Better Provision of Health and Sanitation Services by Counties

Intervention Logic

e Kenya’s HCl at is 85th percentile among LMICs but only 38th among UMICs

e Unequal access to services. Only 16 percent of Kenya’s doctors serve rural populations (68 percent). Primary net enroliment varies from 42 percent in Garissa to
96.8 percent in Nyeri. Disparities between North/Northeast and the rest of Kenya on HCl indicators remain large and, in some cases, growing.

e Weak learning outcomes call for more effective implementation of ongoing quality improvements to scale, while large learning losses (6pp drop in Grade 4 reading
proficiency since 2019), spiking dropouts and teenage pregnancies during COVID highlight stark inequities that will require targeted approaches to bring out outlier
groups and districts.

e While Kenya is making strides in increasing access to health services, improving further on health outcomes will require the more complex task of strengthening
quality of service delivery at the front line and affordability. The goal of UHC by 2030 will require improving governance, efficacy and coverage of the national health
insurance schemes.

Relevant lessons and implications: ‘Although Kenya has made progress on inequality, a more targeted approach is required to avoid a MIC inequality trap. This CPF
will take a more direct approach to shrinking disparities in outcomes by targeting communities that lag national averages...”

The WBG program will initiate new support to Early Childhood Development and Education (ECDE) across multisectoral and intergovernmental platforms as a means
to strengthen the efficiency of later human capital investments and reduced inequality in later human development outcomes. The World Bank will continue to
tackle gender disparities in participation at primary and secondary school level, sub-national disparities in primary and secondary learning outcomes. In health, the
World Bank will support a shift in financing to enable Kenya to achieve its goal of universal health coverage by 2030 but also to address demographic shift in the
burden of disease. IFC will complement this by promoting private investment in healthcare services and pharmaceutical manufacturing and develop scalable
platforms to help resolve the financing gap in affordable healthcare and to support to m-Vaccination programs to fight COVID-19. WBG will also work to integrate
service delivery across host and refugee communities

Knowledge gaps: A study and costing is ongoing potential improvements to the basic education capitation grant. More work is needed on how to reform the health
financing system to achieve better outcomes at the front line and to align incentives and controls across the public and private sector.

Risks and mitigation: Fiduciary risks remain substantial in the health sector. To mitigate these risks, the CPF program will continue to support improvements in
Kenya’s national and local fiduciary systems.
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CPF Objective Indicators

Supplementary Progress Indicators

WBG Program

COI 4.1: Universal Health Service
Coverage Index

Baseline [2019]: 56

Target [2027]: 74 [2 percent improvement
per year based on past performance]
Source: Kenya Demographic and Health
Survey, Kenya Harmonized Health Facility
Assessment, Kenya Household Health
Expenditure and Utilization Survey

COl 4:2: Average share of students
achieving higher order proficiency levels
in Grade 3 in lowest performing quintile
of counties

Baseline [2021]: 20 percent

Target [2027]: 50 percent

Source: National Assessment System for
Monitoring Learner Achievement

COI 4.3: Share of girls who drop out in
Primary and Junior Secondary (at grades
6,7,8 and 9)

Baseline [2015]: 11 percent (to be revised
with 2019 KCHS data once released or 2023
KIPS)

Target [2027]: 50 percent reduction

Source: Kenya Continuous Household Survey,
KNBS

SP14.1: Percentage of population with
insurance coverage under the National Health
Insurance Fund

Baseline [2018]: 19.9 percent

Target [2027]: 40 percent

Source: National Health Accounts or KNBS Household
Health Expenditure and Utilization Survey

SP14.2: Revision of student’s capitation grants
formula and amount per learner to
accommodate geographic specificities.

SP1 4.3: Policy, strategy, and costed
implementation plan for an intergovernmental
quality framework for Pre-Primary Education
approved.

SPI 4.5: Number of government programs
informed by the national social registry for pro-
poor spending and equity

Baseline [2021]: 1 (HSNP)

Target [2027]: at least the four (4) existing safety
net programs, up to all government programs that
target the poor — school feeding, youth programs,
Source: Social Protection Secretariat

Ongoing financing:

IDA: Transforming Health Systems for Universal Care (P152394)
COVID-19 Health Emergency Response Project (P173820)
Secondary Education Quality Improvement Project (P160083)
Social and Economic Inclusion Project (P164654)

Primary Education Equity in Learning Program (P176867)

IFC: Iso Health (35077); AMEF-P1 COOP KN (45046)

Financing pipeline: Development Policy Financing, Building Resilient and
Responsive Health Systems (P179698), Early Childhood Development
(FY24), Social and Economic Inclusion 2 (FY25), Secondary Education 2
(FY25)

Ongoing ASA:

IDA: Kenya Health Systems Strengthening for UHC (P177596), Roadmap for
Better Early Childhood ASA (P174257), Social Protection and Jobs ASA
(P175941), Gender Platform (2106189), Poverty Assessment (P177353)
IFC: Africa Medical Equipment Facility (605814); TechEmerge Health East
Africa (604737)

ASA pipeline:
CORE ASA Equity in Human Capital (FY23), Women’s Empowerment
Diagnostic (2106189), Education Programmatic ASA

CPF Objective 5: Extend infrastructure services to the last mile

This objective is related to the following previous objectives in the FY14-FY18 CPF:
e CPSFY14-18 Outcome 2: Strengthened Planning and Management of Urban Growth

e (CPSFY14-18 Outcome 8: Better Provision of Health and Sanitation Services by Counties

Intervention Logic

e Kenya has made remarkable progress on access to electricity, but at the cost of increasing financial instability in one of the most progressively managed electricity
sectors in Africa. Universal access to electricity remains within reach during the CPF period provided financial performance can be improved.
e Broadband internet coverage remains insufficient in rural areas. 3G coverage reaches 96 percent of the population but only 17 percent of the country, leaving rural

areas (esp. rural girls and women) behind.
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e Seventy percent of Kenya’s rural population live less than 2 km away from an all-weather road, but only 57 percent of these roads are in good condition and
connectivity varies greatly within/across counties, while urban households spend up to 30 percent of their incomes on daily commutes.

e Kenya lags even LMIC comparators on access to sanitation with over 4 million people still practicing open defecation. Innovative and low-cost approaches are
emerging to engage private sector in tackling this sanitation deficit

e Urban poverty reduction has stalled as deprivation persists in growth informal settlements and could grow with increasing urbanization.

Relevant lessons and implications: ‘Though Kenya has made progress on inequality, a more targeted approach is required to avoid a MIC inequality trap. This CPF
will take a more direct approach to shrinking disparities in outcomes by targeting communities that lag national averages.

WBG engagement will support Kenya to: achieve universal access to electricity in a financially and environmentally sustainable manner; provide access to digital
broadband for the remaining 6 percent of the population by extending and upgrading the backbone fiber network, facilitating private investment in last mile services
and encouraging greater competition to bring down prices; and completing investments regional road corridors that open up Kenya’s NEDI region, investing in urban
mobility for low income households, improving the rural road network. IFC, MIGA and the Bank will work to increase private investments in energy generation and
transmission, highway construction, digital services and sanitation, and to improve infrastructure services for urban informal settlements.

Risks and mitigation: The key risk is of rising costs, increasing technical complexity, e.g., community land registration, and heightened fragility-related risks as the
Bank supports the GoK to extend services to the last mile. Private sector capital may be reluctant to invest in these areas or participating in PPPs. The higher costs
and levels of poverty in some parts of Kenya (e.g., NEDI) will make last-mile electrification efforts more challenging. The financial viability of national power utilities
will also pose a challenge. The first set of risks will be addressed through robust project preparation, stronger citizen and beneficiary engagements, an integrated
security plan for NEDI and continued efforts to build social risk management capacities across national and local governments. To help attract private sector capital,
the WBG will also explore possible support to accelerate community land registration and engagements to de-risk and improve business climate for these last mile
investments and build on lessons from IFC’s Kakuma Kalobeyei Challenge Fund which is bringing private investors into remote refugee encampments. To bridge cost-
affordability gaps, the Bank will pursue better public-private collaboration (i.e., the aforementioned support to Kenya’s PPP pipeline) and leverage the experience

and systems built under the Kenya Off-Grid Solar Access Project (P160009) while continuing to support power utility/SOE reforms through DPFs (and other
instruments, as relevant).
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CPF Objective Indicators

Supplementary Progress Indicators

WBG Program

COI 5.1: Number of new grid and off-grid
connections added

Baseline [2021]: 30,000

Target [2027]: 270,000

Source: KPLC Project Progress Report

COI 5.2: Percentage of population served
with mobile broadband coverage (3G +)
Baseline [2021]: 94

Target [2027]: 98

Source: Communications Authority of Kenya

COI 5.3: Rural Access Index
Baseline [2021]: 70

Target [2027]: 80

Source: Kenya Rural Roads Authority

COI 5.4: Increase in people living in urban
informal settlements provided with
improved living conditions (household
connections to safe water/sanitation, roads,
drainage & security lights.)

Baseline [2021]: 0

Target [2027]: 2.5 million

Source: State Department of Housing and
Urban Development, Informal Settlements
Database

SPI1 5.1: Electricity sector revenue shortfall
Baseline [2021]: 25 percent

Target [2027]: 15 percent

Source: KPLC Financial Model

SP15.2: Kilometers of existing-Fiber Backbone
Infrastructure upgraded, rehabilitated, and/or
extended

Baseline [2021]: 0 km

Target [2027]: 6,000 km (2500 km upgrade/rehab
+ 5800 km to connect 44 sub-counties and 1450
wards)

Source: National ICT Authority of Kenya

SP1 5.3: Rural Roads Investment Program
developed with targets and financing sources
identified.

SP15.4: Number of County Integrated
Development Plans prepared and adopted
Baseline (2021): 0

Target (2027): 20

Source: Council of Governors Urban Committee

Ongoing financing

IDA: Off-grid Solar Access Project for Underserved Counties (P160009),
Electricity Modernization Project (P120014), Eastern Electricity Highway 15t
Phase of EA Power Integration (P126579), Horn of Africa Gateway
Development Project (P161305), EA Regional Transport, Trade Dev
Facilitation - 2nd Phase (P148853), Kenya Urban Support Program
(P156777), Second Kenya Informal Settlements Improvement Project
(P167814)

IFC: Atlas Tower Kenya (45720); Thika IPP (29801)

Financing pipeline:

Integrated Devolution and Urban Support Program (P177048), Digital
Economy Acceleration Project (P170941), Expansion of Sustainable Access
to Electricity Program (P176698), Urban Mobility Improvement Project
(P176725), Rural Roads (FY24)

Ongoing ASA:

IDA/IBRD: Renewable Energy (P174257), Freight Flow & Logistics
(P178106), Land & Housing Engagement (2099090), Urban Policy Dialogue
(P177737)

IFC: Private participation in 220kV Tx - Kenya deep dive (606335);
Wananchi - East Africa Connectivity Services Market Study (605082)

ASA Pipeline:
CORE ASA Poverty Assessment (P177353), new IFC Transmission Line AS

CPF Objective 6: Increase household resilience to, and national preparedness for, shocks

This objective is related to the following Outcome 6: Improved Capacity to Manage Risks from Climate Change in the FY14-FY18 CPF

Intervention Logic

Building climate and disaster resilience in Kenya requires a multi-pronged approach to address the social, environmental and economic impacts of increasing climate
variability that the country faces. This includes expanding coverage of instruments that protect communities from climate shocks, i.e. safety nets and social
insurance, crop and livestock insurance and strengthening disaster risk financing mechanisms.

Relevant lessons and implications: ‘While the WBG has kept pace with Kenya’s devolution process, a portfolio-wide approach to institutional development is needed
to address emerging challenges. The CPF will engage more with national institutions along the intergovernmental chain, build deliberate synergies across devolved
projects, and better track county-level performance to monitor devolution outcomes.
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WBG engagement will comprise: (i) In social protection, the Bank will continue to support and expand coverage of Kenya’s cash transfer programs, and finance an
accelerated expansion of social insurance to the informal sector as well as support improvements in governance, transparency and efficiency of the NSSF; (ii) in
health, the Bank will focus on strengthening the National Health Insurance Fund as well as regional capacity to prevent, detect and respond to disease outbreaks;
and (iii) in risk financing, the Bank will support strengthening the routine monitoring of disaster response spending and Kenya’s investments. The CPF program will
also continue to strengthen resilience through devolution and urban development; greater preparedness to manage pest infestations; modernized hydro-
meteorological services; improved access to basic services; and addressing environmentally hazardous areas in urban slums in alignment with the forthcoming GoK
Building the Climate Resilience of the Urban Poor (BCRUP) program. Programming under the IDA Window on Host Communities and Refugees will also help to
implement Kenya’s Comprehensive Refugee Response Framework.

Risks and mitigation: the key risk in helping to build preparedness in Kenya is, by definition, the risk of new and unforeseen shocks that evade preparedness
systems. To mitigate this risk, social protection/social insurance and other safety net systems are key safeguards against the economic and social consequences of

unforeseeable shocks.

CPF Objective Indicators

Supplementary Progress Indicators

WBG Program

COIl 6.1: Percentage of population covered
by safety net programs or social insurance
Baseline [2021]: 13.1 percent (8.2 percent
safety nets, 4.9 percent NSSF + private
pensions)

Target [2027]: 30 percent

Source: State Department of Social Protection,
Population Census, Retirement Benefits
Authority

COI 6.2: Number of producers (crop,
livestock, fish) accessing risk financial
services including saving accounts, digital
accounts and/or insurance

Baseline [2022] 0

Target [2027]: 425,000

Source: DRIVE: 125,000: NACVD 300,000

COI 6.3: Percentage of urban areas (cities
and municipalities) with risk-sensitive
Integrated Urban Development Plans,
including for informal settlements
Baseline [2022]: O

Target [2027]: 50 of 63 municipalities
Source: Council of Governors Urban Committee

SPI1 6.1: Hunger Safety Net Program coverage
Baseline [2021]: 100,000 regular households in
4 counties (up to 300,000 households in
emergencies)

Target [2027]: 135,000 regular households in 8
counties (to be updated at PLR)

Source: National Drought Management Agency

SPI 6.2: Pandemic preparedness: Joint External
Evaluation of International Health Regulations
score

Baseline [2021]: 57

Target [2027]: 65

Source: Joint External Evaluation International
Health Regulations

SPI1 6.3: Percentage of counties that have
prepared Climate Risk Action Plans and set
targets for County Resilience Index (to be
developed)

Baseline [2021]: 0

Target [2027]: 70 percent

Source: Ministry of Environment, Council of
Governors, and County Governments

Ongoing financing:

IDA: Social and Economic Inclusion Project (P164654), Emergency Locust
Response Program (P173702), National Agricultural & Rural Inclusive
Growth Project (P153349), Climate Smart Agriculture Project (P154784),
National Agricultural Value Chain Dev Project (P176758), De Risking,
Inclusion & Value Enhancement (P176517), Marine Fisheries Economic
Devt (P163980), Second Kenya Informal Settlements Improvement Project
(P167814), Financing Locally Led Climate Action Program (P173065), Covid-
19 Health Emergency Response Project (P173820)

Financing pipeline:

Kenya Integrated Devolution and Urban Support Program (P177048)
Kenya Urban Mobility Improvement Project (P176725),

RI Pandemic Preparedness (FY23)

National Youth Opportunities Towards Advancement (P179141)
Kenya Social and Economic Inclusion Project (FY25)

Ongoing ASA: Social Protection and Jobs in Kenya (P175941), Kenya:
Strengthening Natural Capital and Climate Policy Governance (P177097),
Renewable Energy Development and Institutional Strengthening for Kenya
(P173040), E-mobility study TA under HoAGP,

ASA pipeline: CORE ASA CCDR (FY23), CORE ASA Poverty Assessment
(P177353), CORE ASA Equity in Human Capital (FY23)
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CPF Objective 7: Reduce Kenya’s water insecurity

There was no similar CPF objective in the FY14-18 CPS although the CPS did prioritize a major scale up of investments in Kenya’s water sector. As a highly water
scarce country, Kenya requires massive investment in securing water for production and expanding access to WSS and irrigation services.

Intervention Logic

e  Water productivity ?* is only US$14.4 per m3, lower than the average for LMIC average of US$25 per m3. Kenya has only developed about 15 percent of its water
resources. Water storage capacity is about 103 m? per capita, well below SSA average and an order of magnitude below countries with similar hydrological
characteristics.

e  Although potable water access has improved in the past decade, close to 16 million people still drink from unimproved sources (14 million in rural areas vs 1.4
million in urban areas), piped water only covers a third of the population. Major cities such as Nairobi and Mombasa face significant gaps between water supply
and demand, leading to chronic water shortages

e Around 24 million people have no access to a basic sanitation service with some 4 million people practicing open defecation.

e Only 2.5 percent of Kenya's cultivated farm area has access to irrigation.

WBG engagement will comprise working upstream to stem degradation of Kenya’s natural assets and reduce vulnerabilities to extreme weather events and
downstream on increasing water supply and sanitation for underserved areas. The World Bank will finance work to help communities restore and protect selected
water towers and watersheds and improve Kenya’s systems for monitoring and targeting landscape areas and mechanisms payment of ecosystem services.
Downstream, the Bank will complete investments in a largescale irrigation scheme in Kisumu, bulk water supply for Mombasa and Kwale (Mwache Dam), coastal
water distribution, and water utilities’ strengthening. The Bank will also invest in accessing domestic aquifers in Kenya’s North and Northeast regions and, in a later
phase, on shared aquifers in the Horn. It will also support improvements in rural and urban water and sanitation. It will continue to support Kenya through high
quality analytical work aimed at prioritizing actions to achieve Kenya’s National Determined Contributions to the Paris Climate Agreement, expanding the use of PPPs
in biodiversity conservation, and strengthening climate governance for protecting forests.

Risks and mitigation: Implementation of Bank-financed water projects have been constrained in the past by fragmented and overlapping institutional and
jurisdictional mandates in the water sector. This risk has attenuated with the passage of the Water Act, and other CPF supported reforms to organize the sector
better, which reforms will be supported by upcoming operations. This CPF will also reengage in Kenya’s water tower areas several of which are fraught with severe
social conflicts often spilling into violence. Improved social risk management capacities and strong political leadership should help to mitigate these risks going
forward.

CPF Objective Indicators Supplementary Progress Indicators WBG Program

COI 7.1: Increase in water storage (million SPI 7.1: Water sector policies and regulations Ongoing Financing:

cubic meters) adopted Water and Sanitation Development Project (P156634),

Baseline [2021]: 0 Baseline [2022]:0 Kenya Water Security and Climate Resilience (P117635),

Target [2027]: 140 Target [2027]: At least 4, which could include Coastal Region Water Security & Climate Resilience (P145559),

Source: Water Resources Authority Groundwater strategy, Transboundary Water Policy, :orp of lAAfr'c,a —ItGrou\r;d|Wa(t:Er forDRe5||I|ence Pr?ec_t (Plgijgég

Other operations could add further increase, but | individual county Water Acts ‘atlonla griculture a.ue am . evelopment Project ( )
. Financing Locally Led Climate Action Program (P173065)

measurement tools not yet available: WSDP, Source: Ministry of Water, Sanitation, and Irrigation

Devt Response to Displacement Impact Project (P161067)

KWSCRP, Coastal Water (136), Kenya WASH, ;
Second Kenya Informal Settlements Imp Project (P167814)

NACVD, FLLOCA (14), DRDIP. SP17.2: Number of rural water schemes constructed

or rehabilitated and functional, under WBG

2 Defined as the constant 2010 US$ GDP per m3 of total freshwater withdrawal
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COI 7.2: Increase in number of people
provided with access to improved drinking
water sources (Number) through WBG
operations

Baseline [2021]: 0

Target [2027]: 5.8 million

Source: WSDP: 89,200; Coastal Water: 40,000;
Groundwater: 1m (end of the project); KWASH:
3m (end of CPF) of 6m (end of project); KISIP2:
24,000; DRDIP: 675,285; FLOCCA: 1m

COI 7.3: Number of people gaining access
to water for productive use, including
farmers with access to irrigation services
through schemes or matching grants,
through WBG operations

Baseline [2022]: 0

Target [2027]: 1 million

Source: Coastal Water: 0.025m; Watershed:
0.5m; NACVDP: 0.44m = 0.1m farmers x 4.4
h/hold size; KWSCRP: 7,600 farmers x 4.4 h/hold
size

COlI 7.4: Increase in hectares (ha) of land
under sustainable land and water
management practices, through WBG
operations

Baseline [2021]: 0

Target [2027]: 152,000

Source: KWSCRP: 519 (2024); Coastal Water:
1062 (2026); Watershed: 150,000

operations

Baseline [2022]: 0

Target [2027]: 2500

Source: Groundwater: 300; FLOCCA: 1400; DRDIP: 231;
KWASH: tbd

SPI 7.3: Hectares (ha) provided with new/improved
irrigation or drainage services

Baseline [2022]: 0

Target [2027]: 22,385 ha

Source: NAVCDP: 20,000; KWSCRP: 2,385

SPI 7.4: Share of sub catchment areas with
management plans developed by Water Resources
Users Associations

Baseline [2022]: 28 percent (116/410)

Target [2027]: 50 percent (205/410)

Source: KWSCRP: 98, Coastal Water: 17; Groundwater:
70, Watershed: 15; FLOCCA 5

SPI 7.5: Sustainable financing models for watershed
management developed with and for Water
Resources Users Associations

Financing Pipeline:

Kenya Watershed Services Improvement Program (P178850),
Kenya Water, Sanitation and Hygiene Program (P179012)
Urban Water and Sanitation (FY25)

Ongoing ASA:
Global Water PER (P712944)
Untapping Resilience in Groundwater Management (P178786).

ASA Pipeline: CORE ASA CCDR (FY23), CORE ASA Poverty
Assessment (P177353)
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Annex 2. Kenya Country Partnership Strategy FY14-FY20 Completion and Learning Review

Date of Country Partnership Strategy (CPS): June 1, 2014 (Report No. 88940-KE)
Date of Performance and Learning Review (PLR): June 19, 2017 (Report No. 113547-KE)
I.  OVERVIEW

A. Introduction

1. This Completion and Learning Review (CLR) assesses the performance of the World Bank Group’s
(WBG) FY14-FY18 Country Partnership Strategy (CPS) for Kenya. The June 2017 Performance and Learning
Review (PLR) took stock of CPS implementation, noted the International Finance Corporation’s (IFC’s) and the
Multilateral Investment Guarantee Agency’s (MIGA's) important contributions to achieving CPS ambitions,
and affirmed the ongoing relevance of the CPS’ strategic objectives: (i) competitiveness and sustainability —
growth to eradicate poverty; (ii) protection and potential — delivering shared prosperity; and (iii) consistency
and equity — delivering a devolution dividend, which included a strong focus on improving public institutions
and governance. The PLR extended the CPS period by two years —through FY20 —to allow the WBG to support
and benefit from Kenya’s national planning processes, consolidate new data and learning for the Systematic
Country Diagnostic (SCD) and maintain momentum with government counterparts and development
partners. Throughout the CPS period, Kenya, now a lower middle-income country, maintained economic and
political stability in spite of facing several serious challenges. As the Coronavirus Disease 2019 (COVID-19)
pandemic took shape towards the end of the CPS timeframe (i.e., the latter half of FY20), the CPS objectives
remained valid % until the WBG could reassess its portfolio and renew its dialogue with Kenya’s authorities
on the way forward given the challenges wrought by COVID-19. This CLR evaluates the achievements of the
CPS program as laid out in the revised results matrix, assesses the WBG’s performance in the program’s
design and implementation, and derives lessons to inform preparation of the forthcoming Country
Partnership Framework (CPF). Where possible, the CLR also provides updates pertaining to FY21. The CPS for
FY14-20 achieved or mostly achieved six of ten strategic outcomes across the three domains of WBG
engagement, with the overall development outcome rated as Moderately Satisfactory. Twenty of 29
indicators were achieved and seven partially achieved, with the program contributing to significant
development results at both national and county levels. Of the 15 IEG-evaluated operations that exited the
portfolio during the CPS period, 80 percent were assessed to have achieved their outcomes.

B. CPS Context

2. The CPS was prepared at a time when Kenya enjoyed a positive outlook, with both significant
opportunities and substantial challenges. The country’s potential stemmed from its youthful population, a
dynamic private sector, the platform for change laid out in the 2010 Constitution, and its pivotal role in East
Africa. Annual economic growth had averaged a robust 5.6 percent since 2011 but was below potential,
constrained by low investment and inadequate firm-level productivity. Poverty had declined (from 47 percent
in FYO5 to 36 percent in FY15 as measured by the national poverty line) due to solid growth combined with
improvements in social safety net targeting, migration to urban areas, and improved access to social services.
The incidence of poverty continued to decline between 2015 and 2019 by further 3.4 percentage points. In
2019, around 15.5 million Kenyans (32.7 percent of the population) remained below the national poverty
line. Select health, education and other social indicators were also seeing steady improvement and Kenya’s

25 As per the World Bank Group COVID-19 Crisis Response Approach Paper, p. 39.
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Human Development Index gained 0.07 points in ten years, reaching 0.55 in 2015 - the highest in the East
Africa Community.

3. Kenya enjoyed macroeconomic and political stability throughout most of the CPS period
contributing to progress in poverty reduction and devolution. Sound macroeconomic fundamentals,
positive investor confidence and a resilient services sector fueled economic growth at an average annual rate
of 5.7 percent from 2014 to 2018. Growth peaked at 6.3 percent in 2018 (one of the highest rates in Africa)
before decelerating in 2019 to 5.6 percent due to underperformance in agriculture and weak private sector
investment. Following a tense and protracted election period in 2017, during which much of the country
came to a standstill, President Uhuru Kenyatta was sworn in for a final five-year term in November of that
year, and in December 2017 he then outlined his “Big Four” development priority areas: manufacturing,
universal health care, affordable housing, and food security. Kenya’s devolution process, notable for both its
speed and scope, challenged program delivery but also began to yield positive results. Counties maintained
and, in many cases, significantly expanded access to service delivery (albeit unevenly) in some devolved
sectors (i.e., health, education and water) and increased spending on investment, equipment/supplies and
staff. Nonetheless, disparities in county expenditures and development outcomes persist with human
resource management remaining a challenge. While citizens are beginning to exercise some growing
oversight over local service delivery, horizontal accountability is weak. As such, governance remains a key
challenge with the most recent Country Opinion Survey suggesting much greater concern over corruption in
FY19 than in FY15.

4. Inequality, as measured by the Gini index, continued a downward trend since 2005. The Gini index
decreased around 13 percent between 2005 and 2015, reflecting a strong improvement in an indicator that
is usually relatively stable over time.2® But the Gini remained relatively constant from 2015 onwards and this
trend is similar when excluding Nairobi and between urban and rural areas.?” Also of note were the significant
ongoing differences in opportunities and outcomes for women and men, as well as those living in more
remote regions versus urban areas. Women between the ages of 25 and 60 were more likely to live in poor
households than men, with the gap reaching almost 10 percentage points for the 30 to 34 age bracket. Those
who experienced marital dissolution (i.e., separated, divorced, or widowed) were more likely (than men) to
be poor, faced higher prevalence of physical violence (than other women), and were disproportionality
affected by HIV/AIDS. Vulnerable and marginalized groups suffered systemic discrimination. Spatial
disparities were striking; at 68 percent, poverty rates in the remote, arid, and sparsely populated north-
eastern parts of the country were approaching double the national average and had shown little progress
over the previous ten years. In informal settlements, where living conditions were far worse than Nairobi and
informal settlements in other major African cities, over 30 percent of residents were poor compared to 9
percent of the population living outside informal settlement areas.

5. Rapid devolution remained an important feature during the CPS period with Kenya’s 2010
Constitution mandating a very ambitious attempt to devolve public services to the 47 new county
governments. This large-scale effort towards political, fiscal, and administrative decentralization is an
ongoing attempt to tackle deeply entrenched disparities within and across regions by institutionalizing more
accountable, participatory, and responsive government systems at sub-national levels. The 2013 elections
kicked off the devolution process with the newly elected county governments, financed by equitable shares
of national revenues (and their own resources), starting to take up their new responsibilities.

26 |n most countries, inequality measured with income is usually higher than measured with consumption data (Deaton 2003).
27 The 2015/16 survey had a higher level of nonresponse among households in wealthier areas like Nairobi, which could distort
observed inequality.
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6. The final year of the CPS (FY20) was marked by decelerating growth, natural disasters, and the
COVID-19 pandemic. As noted above, even before the onset of COVID-19, the economic growth had been
declining from 5.6 percent in 2018 to an estimated 5.0 percent 2019. But COVID-driven lockdowns and
related business closures caused Kenya’s GDP to contract by 0.3 percent in 2020. 2 The fiscal deficit expanded
to 8.3 percent of GDP in 2021 due to revenue shortfalls and expenditure pressures while growing debt service
obligations further constrained public finances. Locust swarms crossed into Kenya in late December 2019,
quickly expanding to more than 28 counties severely threatening the food security of millions of people.
Torrential rains in late 2019 and again in the spring of 2020 led to floods and mudslides, displacing thousands
of Kenyans. Almost simultaneously, in early 2020, the COVID-19 pandemic began to cause significant human
suffering as well as the collapse of global economic activity. Since Kenya’s first case was identified in March
2020, confirmed cases have accelerated rapidly; as of end-June 2021, the number of cases exceeded 6,300
with a case-fatality ratio of 2.3 percent. Poverty increased by an estimated 4 percent in FY21 driven by
business closures, rising unemployment, and corresponding losses in income. These declines were
accompanied by limited access to health and education services. Income losses and reduced earnings have
also exacerbated food insecurity.

7. COVID-19 risks challenging Kenya’s development as well as WBG support under the next CPF. Like
elsewhere on the continent, Kenya is being hit hard by the supply and demand disruptions caused by the
pandemic. GDP growth stalled in 2020 and poverty increased by an estimated additional 2 million people.
Fiscal consolidation plans had to be put on hold as revenues slumped and spending needs (including for
health) rose. Government debt increased to an estimated 68.3 percent of GDP in FY20. Although the latest
IMF/WB DSA (April 2021) assesses that Kenya’s debt remains sustainable under baseline assumptions
(including strong medium-term fiscal consolidation), the risk of debt distress has increased to High. Kenya’s
recovery remains contingent on vaccination efforts and the course of the pandemic.

8. As a result of COVID-19, the WBG undertook several important changes to its existing portfolio,
planned pipeline, and day-to-day internal management of the Kenya program. As part of its response to
Kenya’s National COVID-19 Contingency Plan, the WBG restructured a number of ongoing projects, including
triggering the USS$10 million Contingency Emergency Response Component of its ongoing Transforming
Health Systems for Universal Care Project (THSUCP, P152394). In early April 2020, the World Bank also
approved a USS$50 million Kenya COVID-19 Health Emergency Response Project (P173820) to prevent, detect
and respond to COVID-19 and strengthen national systems for public health emergency preparedness.
Finally, in May 2020, the WBG approved a USS$1 billion Kenya Inclusive Growth and Fiscal Management
Development Policy Operation 2 (P172321, the second in a series of two) to help close the fiscal gap while
supporting reforms to advance the government’s inclusive growth agenda. COVID-induced changes to office
working arrangements also brought new challenges and dynamics in mounting the WBG’s response to the
pandemic which will remain an important feature under the new CPF.

C. Summary of Evaluation and Ratings

9. The overall performance of the CPS program is rated Moderately Satisfactory (See Table 1 for an
overview of CPS achievements). The program achieved or mostly achieved six of its ten outcomes with
significant impact on energy generation capacity and electricity access, improving the enabling environment
for private investment, enhancing social protection delivery systems, and improving women’s access to
health services. A notable shortcoming was the lack of progress in increasing water storage capacity due to
resettlement issues and COVD-related delays (see paragraph 22) affecting the construction of the Mwache

28 Though a significant economic rebound is expected in 2021 (5.0 percent GDP growth), significant uncertainty remains.
Vaccination rates remain low, with only approximately 8 percent of the target population having received a first dose at end-FY21.
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Dam. By the end of the CPS, the World Bank had delivered a robust lending program of national and regional
operations totaling almost USS7.2 billion (more than USS$1 billion per year) as well as significantly larger
support from IFC and MIGA (see Annexes 5 and 6). New instruments were brought to bear; the historically
IPF-driven program now includes Programs for Results and Development Policy Operations accompanied by
IFC investments, advisory services, and MIGA guarantees. Extensive analytical work and technical assistance,
financed mostly through significant trust funds, underpinned and complemented the WBG’s expanded
portfolio.

10. The IFC’s committed investment portfolio totaled over US$887.30 million as of June 2020, an increase
of US$74.80 million over the CPS period, making its Kenya program the fourth largest in Sub-Saharan Africa.
The portfolio is spread across the financial, manufacturing, agribusiness, and infrastructure sectors. Advisory
services totaled an additional US$60.4 million, supporting work in access to finance, sustainable business,
private public partnerships, and investment climate. IFC’s strong commitment to Kenya continued following
the CPS period, with its committed investment portfolio in Kenya reaching US$940 million at end-June 2021.

11. At the end of FY20, MIGA’s portfolio stood at US$247.3 million in four projects in the infrastructure
(energy) and financial sectors. Guarantees for three projects in these sectors were issued during the CPS
period. A guarantee extended to Absa Bank in FY12 to support the construction of an 87 MW power plant,
Thika Power, also received continued support for the duration of the CPS. Though the context changed (with
rapid technological advances in solar and wind and Kenya able to make better use of its geothermal
endowments), MIGA’s guarantees to Kenya’s power sector were essential at a time when Kenya’s power grid
was under acute stress to meet new demands. MIGA continued to adapt and expand its guarantee program
in Kenya, resulting in a portfolio at end-FY21 of US$461 million covering energy, finance and roads.

12. WBG performance in designing and implementing the Kenya strategy was Good. The CPS’ priority
domains and outcomes were closely aligned with Government’s vision to create a globally competitive and
prosperous country based on priorities operationalized in the second Medium-Term Plan (MTP2, 2013-2017).
The design of the program --- which combined World Bank, IFC and MIGA resources --- balanced interventions
aimed at growth and competitiveness with human capital development, equity and making devolution work.
The CPS explicitly recognized the risks posed by Kenya’s ambitious devolution program and thus prioritized
support to county capacity-building and citizen engagement. Space for new programming was also built into
the design of the CPS. Flexibility exercised during implementation, combined with the availability of ample
resources, facilitated timely responses to changing circumstances and emerging priorities. However, the
portfolio became widely dispersed across sectors and regions compromising selectivity and potential impact.
Persistent fiduciary and safeguards concerns, coupled with an evolving devolution process, also challenged
implementation, and threatened to undermine portfolio performance. To address these challenges, the
WBG, along with other development partners and the Government of Kenya, adopted a more structured
approach to resolving these difficulties which is yielding results. The World Bank’s emergency measures to
support the Government’s COVID-19 response, together with a restructured pipeline, have put in place a
sound program of ongoing activities built on past accomplishments and experience for the next CPF.

Il. ASSESSMENT OF CPS OUTCOMES

13. The Kenya CPS for FY2014-20 achieved or mostly achieved six of ten strategic outcomes across the
three domains of WBG engagement, and overall development outcome is rated Moderately Satisfactory.
Twenty of 29 indicators were achieved and seven partially achieved, with the program contributing to
significant development results at both the national and county levels. The PLR updated the results matrix to
reflect the pace of program activities and revised indicators to increase their relevance. In the program’s
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remaining years, all Outcomes rated “on track” by the PLR were achieved or mostly achieved as were three
outcomes rated “off track”. (See Table 1 for a summary and Annex 1 for a detailed review.)

Table 1: Overall Achievement of CPS Outcomes

Overall Outcome Indicator Ratings
CPS Outcome OUtf°":93 Achieved | Mostly Partially Not
Rating. Achieved Achieved Achieved
Domain 1: Competitiveness and Sustainability ‘
1. Enhar.mced infrastructure and logistics for MA 3 1
sustainable growth
2. Strengthened planning and management A 1
of urban growth
3. Improved enabling environment for A 4
private investment
Domain 2: Protection and Potential ‘
4. Increased agricultural productivity PA 3 1
5. Improved social service delivery for A 7
vulnerable groups, particularly women
6. Improved capacity to manage risks from PA 1 1
climate change
7. Greater citizen feedback on the quality of PA 1
service delivery in key sectors
Domain 3: Consistency and Equity ‘
8. Better provision of health and sanitation A 3
services by counties
9. Systems to monitor performance of A 1
services delivered by counties
10. Heightened transparency and PA 5
accountability in use of public resources
Ov Overall Outcome Ratings>°: MS 20 7 2

DOMAIN ONE: Competitiveness and Sustainability — Growth to Eradicate Poverty

Outcome 1: Enhanced Infrastructure and Logistics for Sustainable Growth. Mostly Achieved.

14.

Kenya has achieved remarkable progress in expanding, diversifying, and greening its energy
capacity. Kenya’s power sector has undergone significant changes with the WBG providing crucial support as
the sector has evolved. Prior to and during the life of the CPS, the sector came under acute pressure to meet
the country’s rapidly expanding demands for electricity. Given the heightened costs of emergency power
solutions, WBG support, including IFC’s and MIGA’s support to Thika Power, Gulf Power, and Triumph Power,

29 A=all quantitative targets were met; MA=more than half of the quantitative targets were met; PA= less than half of the
quantitative targets were met; NA= few if any of the targets were met.

30 HS=all objectives were A or MA and exceptional development impact in one or more areas and no major shortcomings; S=majority
of objectives were A, or majority were A or MA with exceptional development impact and no major shortcomings; MS=majority A
or MA, or at least PA and had exceptional development impact with no major shortcomings; MU=some of the objectives were A
and majority at least PA, or majority either A or PA but produced major shortcomings.
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helped expand the provision of more affordable energy. With subsequent advances in wind and solar
technology, and Kenya developing the capacity to access geothermal sources, several investments from the
World Bank and IFC as well as MIGA guarantees then helped to expand contributions from wind and solar. In
addition, geothermal and hydro now account for over 65 percent of the country’s energy and approximately
78 percent of overall electricity generation. At the end of FY20, total generation capacity reached 2840MW
and remained at approximately the same level through FY21. WBG investments have contributed to 930 MW
in new generation capacity: 280 MW from the Kenya Electricity Expansion Project (KEEP, P103037) and its
subsequent Additional Financing (P153179); 250 MW from the Kenya Private Sector Power Generation
Support Project (P122671) --- which, with IDA guarantees, mobilized US$432 million in private capital; and
an additional 400 MW expected in late 2021 from the Eastern Electricity Highway Project’s (P126579) support
to the Ethiopia-Kenya transmission line. Although short of the 3,570 MW target, installed capacity by the end
of the CPF period had already exceeded demand of 1912 MW. COVID-related business and service closures
continued to constrain demand through FY21. Consequently, Kenya has taken steps to slow system expansion
to reduce the risk of carrying costly surplus capacity and avoid unsustainable demands on the treasury as
well as financing burdens on customers. WBG support has also helped pioneer the use of commercial
financing across the power sector value chain: independent power producers constitute almost 30 percent
of installed generation capacity; the sector has mobilized USS$2.5 billion in private capital; and the two major
utilities now operate on commercial principles. A World Bank-supported guarantee to the Kenya Power and
Lighting Company (KPLC, the utility and single off-taker), made available through the Kenya Electricity
Modernization Project (KEMP, P120014), helped reduce costs and improve the terms of its commercial debt.
However, KPLC's financial situation has deteriorated in recent years partly due to an aggressive connection
campaign (referenced below) and reduced receivables due to COVID-19. Given that the increased generation
capacity, which enjoyed substantial contributions from the entire WBG, exceeds demand, this indicator is
considered Achieved.

15. Government’s prioritization of energy generation and access propelled the success of Kenya’s
ambitious electrification program. Since 2016, almost 2.3 million consumers —about 7.8 million people - have
been connected to the grid, significantly exceeding the target of 1.8 million people. WBG-financed operations
contributed substantially to this success: adding 1.01 million households under KEEP; 42,000 households
under KEMP; and almost 898,000 residential customers from IFC investments and MIGA guarantees. The
Kenya Off-Grid Solar Access Project for Underserved Counties (P160009) supports the expansion of electricity
in 14 remote and marginalized communities through mini-grids and stand-alone systems which draw in
private sector participation. With the CPS target exceeded (and by WBG contributions alone), this indicator is
rated Achieved.

16. However, Kenya’s energy supply continues to suffer from persistent system losses. Though losses
were expected to decrease to 15.9 percent, they steadily increased to 23 percent over the CPS period (June
2019). Contributing factors include: (i) theft and ineffective local loss reduction strategies; (ii) the aggressive
extension of the low voltage transmission network to connect new consumers without corresponding
investments in the medium and high voltage networks; and (iii) weak KPLC oversight of installation, metering,
and other contracts. With efforts to expand energy access slowing, increased focus is being placed on loss
reduction. Strategies under the KEMP to stem system losses include door-to-door field campaigns to trace
connections, informed by an IFC-supported loss reduction exercise, and the installation of smart meters for
remote monitoring of large users. As the CPS target to reduce system losses was not met, this indicator is
rated Not Achieved.

17. Enhanced logistics and distribution networks as well as more efficient gateways contribute to
growth in Kenya and the region. Through its support to the Kenya Revenue Authority and in collaboration
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with the Kenya Trade Network Agency, the World Bank has contributed to significantly reduced wait times
at ports and border crossings, decreased costs and increased competitiveness. According to the Northern
Corridor Transport Observatory Dashboard, developed in part with WBG support, dwell time at the Port of
Mombasa is three days compared to a target of eight days. Decongestion at the port has led to faster turn-
around times saving businesses one day in arranging export and import transportation. Following the
adoption of a Single Customs Territory and One Stop Border Post, border-crossing times within the East Africa
Community average five hours — well below the target of one day. This increasing efficiency is complemented
by improved transport infrastructure; the World Bank, through a series of transport projects, financed the
rehabilitation of over 500 km of the Northern Corridor road from the port of Mombasa to Uganda. This
contributed to substantially better logistics, distribution networks, and reduced travel times between
Mombasa and Nairobi by 30 percent. This is another area where IFC has played an important role through a
range of complementary investment and advisory services, including the Kenya Investment Climate Program
Il and the Kenya Trade Logistics project; in addition to contributing to simplified business procedures and
reduced wait times for imports/exports, the Trade Logistics project also facilitated the development of the
Kenya TradeNet System 3! (the national electronic single window for trade promotion). WBG support has also
helped to create independent road entities, expand the international airports in Nairobi and Kisumu, develop
sector-specific human capital, and improve safety and security across the sector. Together, these efforts have
helped improve the business climate and further solidified Kenya’s leadership position in the East Africa
Community. Impressive results in this area, supported through a combination of World Bank and IFC support,
extend beyond the narrow indicator. The target was met and the indicator is considered Achieved.

Outcome 2: Strengthened Planning and Management of Urban Growth. Achieved

18. Integrated strategic plans for urban areas are guiding investment decisions, beginning to inform
national priorities, and strengthening local government accountability. As a result of the World Bank-financed
Kenya Municipal Program (KMP, P066488) and the Nairobi Metropolitan Services Improvement Project
(NaMSIP, P107314), 39 urban centers now have integrated strategic urban development plans. These plans,
prepared with community input, are being used to guide infrastructure development, including investments
in roads, storm-water drains, solid waste management, and street lighting. In some counties, the plans are
encouraging government to think beyond urban areas to the regional level. To support their implementation,
performance measures were included in the follow-on Kenya Urban Support Program (KUSP) which supports
the preparation of 59 urban spatial plans, 38 of which have been completed. Certain investments have also
been taken up by Kenya’s national government as priority areas. Although the integrated plans facilitated
investments across a broad range of critical areas (such as water access, sanitation, and transportation
services), the CPS indicator is too narrow in that it only counts the number of urban centers with integrated
strategic plans. Given the number of urban centers with integrated strategic plans --- i.e., 77 by the end of
FY20 compared to a target of 24 --- this outcome is rated Achieved.

Outcome 3: Improved Enabling Environment for Private Investment. Achieved.

19. Key reforms in business regulation and trade logistics have improved Kenya’s investment climate,
both at the national and subnational levels. This is another outcome area that benefited from significant
World Bank-IFC collaboration as well as standalone IFC advisory services. The WBG’s Kenya Investment
Climate Program 2 (KICP2) supported several activities making it significantly easier to start a business,
connect to the electrical grid, register property, and access credit. KICP2 also achieved significant regulatory
reform through passage of the Companies Act and the Insolvency Act as well as automating central

31 https://www.kentrade.go.ke/
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government services and payments.3? Under KICP2, the private sector realized a savings of US$28.3 million
in 2018 in costs associated with regulatory compliance. Savings grew to USS30 million by June 2019,
exceeding the target by USS5 million. KICP2’s successor, the Kenya Competitive Enhancement Reform
Program, aims to strengthen Kenya’s competitiveness and job creation potential through targeted
interventions. With further support under the two-part Kenya Inclusive Growth and Fiscal Management DPO
series, reforms are crowding in private investment to the newly created Kenya Mortgage Refinance Company
making housing more affordable; private financing is also flowing to the newly-registered Kenya Multi-
Commodity Exchange Company where private investors comprise the majority of stakeholders. Repeal of the
interest rate cap removed a major distortion that had led to the rationing of credit to small and medium
enterprises. Based on all targets met or exceeded for all four indicators measuring this outcome as well as
evidence of impact, this outcome is considered Achieved.

Outcome 4: Increased Agricultural Productivity. Partially Achieved

20. While annual increases in smallholder agricultural yields (maize, beans, and lIrish potatoes)
significantly exceeded targets in 2018, productivity has since stagnated. The World Bank-financed Kenya
Agricultural Productivity and Agribusiness Project (P109683) contributed to increases in the yields of maize
and beans — Kenya’s predominant crops and important for food security. WBG support to transform
agricultural sector productivity, underpinned by a comprehensive sector review, continues through the
National Agricultural and Rural Inclusive Growth Project (NARIG, P153349), the Kenya Climate Smart
Agriculture Project (KCSAP, P154784), and IFC advisory services which introduced a value chain approach for
various crops differentiated by county. Productivity gains are being realized through WBG support to
strengthened county-level agricultural extension services as well as important changes in agricultural input
and output markets. Support through the Kenya Fiscal Management DPO has transformed the way that input
subsidies are channeled, including the use of smart subsidies delivered digitally. E-vouchers now enable
farmers to purchase inputs such as fertilizer from private sector dealers and contribute to better targeting to
smallholder farmers (many of whom are female) and related increases in their yields and incomes. IFC
advisory services have also introduced important improvements to the warehouse receipt system and the
commodities exchange to boost farmer incomes through better farm gate prices. Analyzing the linkages of
agricultural productivity to poverty reduction, the 2019 Kenya Economic Update recommends a two-pronged
agricultural transformation strategy to achieve Kenya’s Vision 2030 goals as well as shared prosperity through
reduced poverty and food insecurity and increased employment, especially among the rural poor
subsistence-oriented smallholders. Because available data measures only one year against an indicator that
targeted sustained increases over the CPS period, this indicator is rated Partially Achieved.

21. The low rate of arable land under irrigation constrains Kenya’s agricultural productivity. Currently
only about two percent of the country’s arable land is under irrigation compared to an average of six percent
in sub-Saharan Africa. With limited use of irrigation, Kenya’s agriculture is fully rain dependent and
susceptible to drought shocks. Irrigation is identified as essential to attaining food and nutrition security goals
in Kenya’s Vision 2030 and the Big Four agenda. Through the rehabilitation, expansion, modernization and/or
construction of public irrigation schemes across all 47 counties, the amount of agriculture land under
irrigation increased from about 143,500 ha in 2010 to 203,508 ha today, exceeding the target. Relevant data
on drainage, however, could not be found. WBG contributions to increases in agricultural land under
irrigation to date (773.68 ha) under KCSAP and NARIG have been modest, in part due to delayed
commencement of the construction of irrigation infrastructure. The World Bank’s Inclusive Growth and Fiscal
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Management Development Policy Financing supports irrigation improvements to reduce overdependence on
rain-fed agriculture. With increased attention to county irrigation development and other schemes intended
to benefit small holders, the DPO targets an increase in the country’s irrigated land from 2 percent to 2.5
percent. Given the national target on irrigated land has been exceeded, but that no information could be
obtained with respect to land under drainage, this indicator is rated Partially Achieved.

22, An increase in water storage capacity from the Mwache Dam has not yet been realized. The
contract for construction of the dam under the World Bank-supported Coastal Region Water Security and
Climate Resilience Project (P145559) was signed in August 2019, but by the end of FY20 work had not yet
started due to delayed implementation of resettlement-related activities and the situation remained
unchanged by the end of FY21. Movement restrictions imposed because of COVID-19 further complicate the
land acquisition and resettlement process. Based on lack of progress in the construction of the Mwache Dam,
this indicator is rated Not Achieved.

23. Kenya has increased the area of agricultural land under Sustainable Land Management (SLM) through
the adoption of new technologies, innovations, and improved management practices. Sustainable land and
soil management remain cornerstones for ensuring increased productivity in the agricultural sector. A
national SLM planning framework was established in 2017 with some promising evidence of ongoing use. At
just over 11 percent of the targeted total land area under SLM practices, World Bank contributions supported
under AgSMLP, NARIG and KCSAP are modest. This indicator is rated Partially Achieved.

Outcome 5: Improved Social Service Delivery for Vulnerable Groups, particularly women. Achieved.

24, Women, and Kenya’s population as a whole, enjoy nearly universal access to a basic package of
health, nutrition, and reproductive services. The World Bank-supported Health Sector Support Project (HSSP,
P074091)) and the follow-on THSUCP both contributed to a significant increase in the number of people with
such access (almost 16.7 million under HSSP and 6.7 million women and men under the THSUCP), with about
half (or 11.6 million) presumed to be women. According to World Bank figures, Kenya’'s fertility rate declined
from 3.879 in 2014 to 3.492 in 2018, an improvement which exceeds the target of 3.5 (2020). The THSUCP
continues to promote increased utilization of modern family planning methods, including through the
purchase of family planning commodities. As noted above, regional disparities remain. For example, the
percentage of births assisted by a skilled provider in Kenya’s north and north-east regions is only half the
national average. Given near universal access to basic health care (and the World Bank’s substantial
contribution) and the decline in fertility rate, these indicators are considered Achieved.

25. Almost double the number of women has access to improved water sources through World Bank-
supported operations. Nationally, one-third of the population still lacks access to safe water. While women
in Kenya are responsible for providing water for their families, they are less likely to have safe access
themselves, risking their well-being to collect contaminated water. Multiple projects contribute to increasing
access in both rural and urban areas through investments in water storage, bulk water supply and
distribution, treatment plants, piped household connections and community water points as well as technical
support and capacity-building. With over 1.49 million additional women with access to improved water
sources — almost double the target (770,000), this indicator is rated Achieved.

26. WBG operations have made important contributions to building young people’s skills and youth
employment, including expanding education and training as well as facilitating entry to the labor market. This
included supporting improvements to basic and secondary education as well as graduate-level enrolment in
technical and vocational streams. Through the Eastern and Southern Africa Higher Education Centers of
Excellence Project (ACE I, P151847), 506 students in Kenya have enrolled in graduate programs across a
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range of in-demand STEM-related fields (e.g., energy, agribusiness, and food science), exceeding the planned
target of 260. Under the Kenya Youth Empowerment Project (KYEP, P111546), 76 percent of beneficiary
youth were employed six months after completion of their internships — well in excess of the project’s target
of 50 percent. Building on the success of KYEP, KYEOP introduced demand-side interventions to complement
supply-side skills development activities, and national interventions such as a business plan competition and
innovation challenges, as well as significantly expanding its geographic scope from three cities to 17 counties
across the country, of which three are NEDI counties. The percentage of youth participating in the project
who found jobs or are self-employed for at least six months increased from 55 percent in 2016 to 77 percent
by May 2021, thereby exceeding the target of 70 percent set for the close of the project at end-2021. Given
the notable progress, this indicator as well as the related outcome are considered Achieved.

27. Kenya’s National Safety Net Program supports the effective delivery of cash benefits to about 4.5
million beneficiaries — approaching 10 percent of the population. The World Bank-supported National Safety
Net Program for Results (NSNP, P131305) supported the introduction of an institutional arrangement for
policy and oversight as well as the implementation mechanism for delivery of the benefits. With the
coordination and harmonization of its social assistance system, including the registry of beneficiary
households, Kenya is well-placed to expand assistance to vulnerable households. Approved in 2018, the
Kenya Economic and Social Inclusion Project (KESIP, P164654) continues to build on the NSNP’s achievements
by complementing the strengthened cash transfer systems with additional measures such as nutrition
counseling, customized economic inclusion models, and expanded shock responsiveness arrangements. Cash
transfers are now funded entirely from the government budget with all beneficiaries receiving transfers
electronically using two-factor authentication. An important challenge in the forthcoming CPF will be to
ensure that Kenya’s treasury financing for safety nets continues in spite of the acute fiscal pressures brought
on by COVID-19. Based on the combined success of World Bank-financed programs during the life of the CPS
and into early FY21, this outcome is rated Achieved.

Outcome 6: Improved Capacity to Manage Risks from Climate Change. Mostly Achieved.

28. Kenya has prioritized addressing climate change as a critical challenge to its sustainable
development. It has made significant commitments to reducing greenhouse gas emissions and to integrating
climate change adaptation into national and county level development planning. Responsibility for overall
policy formulation and planning sits at the national level with county governments having substantial
responsibility for implementing climate actions on the ground. Kenya’s Nationally Determined Contribution
prioritizes mainstreaming climate change into County Integrated Development Plans. Through the combined
support of the World Bank-financed KCSAP and the NARIG Project, all of Kenya’s rural counties (45) have
developed climate risk profiles and prepared climate risk management action plans which outline priority
interventions to be included in their integrated development plans. The Financing Locally-Led Climate Action
Program (P173065) will build upon these achievements and extend them to all 47 counties. With climate risk
management activities prepared in 45 counties (exceeding the target of 32), this indicator is rated Achieved.

29. Kenya remains highly exposed to the potential impacts of climate change. The Center for Global
Development ranks Kenya 13 out of 233 countries for ‘direct risks’ from ‘extreme weather’ and 715t for
‘overall vulnerability’ to climate change (after adjusting for coping ability). Droughts, excessive rain and
floods, and heat waves are expected to intensify while changes in temperature and rainfall patterns are
expected to weigh on yields, raising food security risks. WBG efforts to help build Kenya’s resilience to climate
change risks under the KCSAP were delayed by over two years. Nonetheless, towards the end of FY20, the
Project has produced 5 tons of climate smart early generation seed, 65 tons of climate smart certified seed,
and 250 livestock parent stocks. Progress continued through FY21 with these three indicators reaching of 328
tons, 600 tons, and 7700 parent stocks. These inputs are shared with the counties as and when they are
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produced to facilitate rapid adoption by farmers. Given the progress in introducing climate smart agricultural
inputs, this indicator is considered Partially Achieved.

Outcome 7: Greater Citizen Feedback on the Quality of Service Delivery in Key Sectors. Partially Achieved.

30. Support for public participation has resulted in Kenyans becoming more vigilant in holding both
national and county governments accountable regarding service delivery and the use of public resources. In
line with Kenya’s ambition to transform governance and local services through devolution and increased
citizen participation, all World Bank projects in the devolved sectors seek to strengthen citizen
engagement. In the urban sector, for example, the Kenya Informal Settlements Improvement Project (KISIP,
P113542) used plans developed through community consultations to improve living conditions in 115
informal settlements through enhanced security of tenure and improved infrastructure. Similarly, in the
water sector, World Bank-funded projects involve communities in decision-making through structured
stakeholder consultations, community mobilization, and grievance redress mechanisms. Results include the
establishment of local water treatment systems and water points and improvements to water sector
institutions. Building on these results, the Water and Sanitation Development Project is supporting the
digitization and integration of existing complaint platforms with other public utilities so as to enhance
accountability in service delivery. The Kenya Accountability Development Project 2 (KADP2, P133461)
mobilized financial and technical support to help counties begin to manage their newly-devolved
responsibilities as well as strengthen accountability to citizens. This includes taking a more structured
approach to citizen engagement using new frameworks and structures to continuously engage citizens in
planning and budget formulation. Kenya has established the first Citizen Accountability Audit Engagement
Framework in Africa and support is being provided to county-level grievance redress mechanisms. A signature
IT platform 33 also provides a comprehensive one-stop portal to access information on Kenya’s devolution.
According to the annual performance and capacity assessment financed under the Kenya Devolution Support
Project (KDSP, P149129), the number of counties with strengthened citizen engagement and public
participation increased from 63 percent in FY16 to 82 percent in FY17/18. Nevertheless, participation
processes are not working as effectively as envisioned in all counties. In some areas, citizen participation has
been of relatively low quality, poorly coordinated, and subject to parallel processes that lead to contested
outcomes. Furthermore, these processes are often driven by investment concerns not service delivery
priorities. The new judiciary is playing an important role in enabling citizens to be heard, in several instances
reversing executive decisions if they were not reached through public participation. While WBG support for
devolution contributed to important results, it also revealed new governance challenges, including weak local
oversight and accountability, variable enforcement of laws and regulations, and inefficient public investment
management. Given the emerging results in enhancing citizen feedback in service delivery in all devolved
sectors, but recognizing the need for continued improvement, this indicator is rated Partially Achieved.

Outcome 8: Better Provision of Health and Sanitation Services by Counties. Achieved.

31. Counties have made significant progress in the provision of health and sanitation services
notwithstanding challenges related to the process of devolution. The Annual Capacity and Performance
Assessment Report, developed and implemented under the KDSP, reveals improved sanitation performance
in more than double the number of targeted counties. The number of skilled birth deliveries totaled over
1.15 million in 2019, exceeding the target of 950,000, an outcome to which the World Bank’s THSUCP is
making substantial contributions. With activities financed under several World Bank projects, 512,278 people

33 https://www.devolutionhub.or.ke/
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benefited from sewage system connections and improved septic sludge management. The Water and
Sanitation Development Project (P156634), which received its first disbursements from the County Revenue
Fund in December 2019 (albeit after significant delays), is projected to provide an additional 134,500 people
with the same. With results exceeding the targets in all three areas, this target is rated Achieved.

Outcome 9: Systems to Monitor Performance of Services Delivered by Counties. Achieved.

32. Systems to monitor performance and service delivery are being rolled out to all counties. World
Bank Advisory Services and Analytics (ASA) work has identified poor systems for collecting standardized data
on service delivery as a key constraint to tracking devolution’s progress. In response to growing demands for
assistance to establish County Service Delivery Units (SDUs), KADP leveraged its technical assistance to two
regional blocs of counties to reach additional counties within these blocs. SDUs are small teams, typically
located in the Governor’s Office, dedicated to drive implementation of high priority county projects. For each
project, quarterly delivery targets are set and responsible teams identified. With a continuous focus on
delivery, performance, and problem-solving, the SDUs support line ministries to address implementation
challenges and improve service delivery. With the strong backing of county governors, 13 of 47 counties ---
28 percent exceeding the target of 20 percent --- are now operating successful service delivery units. Where
adopted, SDUs are achieving tangible results including improvements in water service delivery, the
unblocking of five World Bank water subproject investments, and tripling revenue collection through
reducing corruption. Complementary support was also provided to develop County Integrated M&E Systems
(CIMES) to effectively monitor the implementation of County Integrated Development Plans. KADP’s support
for CIMES development is complemented by KDSP financing to support system roll out to all 47 counties.
Given that the number of counties operating quality county delivery systems exceeds the target, this outcome
is Achieved.

Outcome 10: Heightened Transparency and Accountability in the Use of Public Resources, particularly at
the County level (the Connecting Platform Outcome of Garnering Good Governance). Partially Achieved.

33. The devolution process threatened to weaken accountability over the use of public resources given
county-level risks of resource capture. Effective use of the World Bank-supported Integrated Financial
Management Information System (IFMIS) by Count-level administrations has helped strengthen transparency
and accountability around the use of public finances for service delivery. With support from the Program to
Strengthen Governance for Enabling Service Delivery and Public Investment in Kenya (GESDeK, P161387)
PforR operation, the time to submit consolidated annual financial statements to Parliament has progressed
from 12 months (FY16) to 7 months (FY17). With support from KDSP, the counties’ audited reports for FY18
were signed by the Office of the Attorney General (OAG) by February 2019. The FY19 financial statements
were prepared in a timely manner and in line with an improved methodology 4. However, required approval
by the OAG cannot be obtained until the appointment of a new Auditor General (a measure outside the
World Bank’s control). Although the IFMIS was rolled out and is functioning in all 47 counties, some counties
do not yet enjoy full functionality. Targeted support to enhance the effectiveness of the system is being
provided under the GESDeK and KDSP. Ongoing use of the CIMES is also contributing to better management
and use of public funds as well as to monitor implementation of the CIDPs. According to the KADP supported
Annual Capacity and Performance Assessment, the number of quality integrated M&E systems improved

34 The Office of the Auditor General has been a beneficiary of the PFM reforms through GESDeK. The OAG has adopted a new audit
methodology and is using a risk-based Audit Management System which enables management to plan, assign work, as well as
review and generate reports remotely. This has improved the timely submission of audit reports to Parliament and the quality of
reports produced at national and county levels.
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from 50 percent in FY16 to 80 percent in FY18. The two narrowly defined indicators for this outcome are rated
Partially Achieved.

34. Market-based mechanisms and digital solutions are increasing transparency and accountability.
Supported under the Kenya Inclusive Growth and Fiscal Management DPO series, mechanisms such as e-
vouchers and the commodities exchange have eliminated some rent-seeking opportunities. The inclusion of
more detail in the public procurement portal, such as the names of companies awarded contracts and their
directors, is enhancing transparency. The new debt and borrowing policy is also expected to lead to greater
transparency around procuring new debt as well as debt management practices. Deepening reforms under
the first DPO, the second DPO requires companies to keep a register of beneficial owners — an additional
measure to reduce corruption and improve corporate governance. Under GESDek, ongoing efforts to
enhance the Government Human Resource Information System and automation of the payroll system are
expected to contribute substantially to enshrining integrity and efficiency in payroll spending, the
Government’s largest recurrent expenditure. The indicators to measure this outcome are narrow but given
overall progress in improving transparency and accountability in use and management of public resources,
this outcome is rated Partially Achieved.

lll. WORLD BANK GROUP PERFORMANCE

35. The World Bank Group’s overall performance during the FY14-20 Kenya CPS was good. The design
and delivery of a robust Advisory Services and Analytics (ASA), Technical Assistance (TA), and lending program
contributed to the achievement of key CPS outcomes which remained closely aligned with the government’s
development priorities while remaining sensitive to and supportive of the push towards devolution. The
program was broad-based with activities across a wide range of sectors and institutions at both the national
and county levels. The WBG played an active role in the Development Partners Group, the main platform for
engaging with the Kenya’s authorities on its development priorities and challenges. As such, timely
adjustments and adaptations were made to respond to Kenya’s rapidly evolving context thus enhancing the
impact of the WBG portfolio. The quality of most operations was sound, but persistent fiduciary and
safeguard challenges — exacerbated by devolution - delayed implementation of operations and weakened
portfolio performance. An increasingly coordinated approach to implementation challenges appears to be
yielding results. Despite the program’s scope and challenges, World Bank teams delivered an impressive
USS$7.19 billion in lending to national and regional operations over the CPS period that contributed to notable
development impact in important areas.

36. With months remaining in the CPS period, the COVID-19 pandemic thrust Kenya into profound
uncertainty. National and WBG programs were refocused to support effective containment, mitigation, and
life-saving measures while still giving due attention to several of Kenya’s persistent (pre-COVID)) challenges.
The World Bank’s emergency measures (described below in greater detail) to support the Government’s
COVID-19 response leave a portfolio built on past learning and accomplishments in place for the next strategy
period.

Design

37. Prepared in consultation with the national and county governments, the private sector, civil society
organizations and other development partners, the Kenya CPS was ambitious in its scope and scale. The
program was framed by Government’s vision of a competitive, modern, and prosperous society by 2030,
anchored by the priorities outlined in its second Medium-Term Plan (MTP2, 2013-17), and closely aligned
with the World Bank’s Twin Goals. Its domains of engagement and associated outcomes balanced
interventions for growth and competitiveness (e.g., business climate, infrastructure, agriculture) with human
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capital, skills development, and equity (e.g., health, social protection, employability, particularly for
vulnerable populations). An important complementary focus was to make devolution work. Taking an
important lesson from the previous CPS (FY14-20), these shared areas of interest sought to combine
IDA/IBRD, IFC and MIGA resources to achieve development outcomes by leveraging public as well as private
sector resources. In the context of devolution, policy and institutional reforms were incentivized by financing
county-level infrastructure investments through a Program for Results operation which was complemented
by Development Policy Financing at the national level. Lending was further supported with trust funds
supporting critical technical assistance. The program aimed to achieve both more immediate results (e.g.,
enhanced competitiveness and social protection) and longer-term gains from devolution (e.g., greater
accountability and transparency).

38. Although the comprehensive coverage of the MTP2 demanded a strategic and selective approach,
the WBG did not narrow its focus either across or within sectors. In order to deploy its limited resources
strategically against the wide-ranging national agenda, the CPS prescribed a ‘cascade approach’ to select the
domains and sectors within which it would engage. The approach involved: (i) confirming a credible link to
poverty and shared prosperity; (ii) critically reviewing WBG capability and comparative advantage; (iii)
cementing client ownership; and (iv) calibrating client capacity and accompanying project design. This
approach, however, does not appear to have had the intended effect at design of forcing tradeoffs among
sectors or operations and analytical advisory activities to support the CPS outcomes. Nor did the program
comply with the Government’s Kenya External Resources Program introduced in 2016 to limit each
development partner to lending in a maximum of four key sectors. During implementation of the CPS, the
World Bank significantly re-engaged across the education and agriculture sectors further compromising the
intended logic of the cascade approach. The World Bank’s engagement across several sectors --- and in many
cases with multiple operations in each --- challenged implementation and diluted the impact of the WBG
program.

39. The design of the CPS purposely left operations in its outer years undefined; combined ample
financing, this allowed the program to adapt and respond to changes in circumstances and government
priorities. Launched by Government in 2016 and anchored by six WBG-supported operations totaling USS1
billion, the North and North Eastern Development Initiative (NEDI) focuses on transformative and integrated
infrastructure investments (energy, transport, ICT, livestock, and water) combined with social protection in
this historically underserved part of the country. Despite education not being identified as a priority in the
CPS, the World Bank implemented an almost US$100 million Global Partnership for Education Primary
Education Development Project (P146797) and the Kenya Secondary Education Quality Improvement Project
(P160083) to meet emerging government priorities and demands. As the first country to utilize the World
Bank’s Catastrophe Deferred Drawdown Option (Cat DDO), Kenya strengthened its disaster management
capacity. Once Government refined its priorities through its Big Four agenda, the World Bank focused on the
macroeconomic dialogue and the need for fiscal space which led to the resumption of development policy
lending. Outer-year flexibility also allowed the World Bank to respond quickly to the locust infestation and
the COVID-19 pandemic.

40. The CPS rightly identified the opportunities and risks posed by Kenya’s ‘big bang’ approach to
devolution as well as other risks that had a substantial impact on program implementation, but left decisions
to navigating these challenges largely to individual operations and task teams. When the program was
designed in early 2014, the devolution process was still at its earliest stages. The inherited portfolio included
both ongoing projects in sectors which were devolving as well as projects under preparation that were being
designed with attention to the rapidly unfolding devolution process. The CPS explicitly recognized the risks
of Kenya’s ambitious devolution agenda and thus prioritized support for: subnational capacity building,
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performance monitoring systems, analysis of devolution’s fiscal implications, and basic transparency and
citizen participation mechanisms. The overall program design, however, underestimated the extent to which
devolution would compound persistent implementation challenges (e.g., safeguards, fiduciary), particularly
given limited county-level capacity. Individual teams, for much of the program, were thus responding to these
challenges as they arose rather than anticipating and designing for these challenges in new operations. As an
example, the implementation of large infrastructure projects suffered costly delays.

41. The design of the program sparked a collaborative approach to formulating the Results Framework
(RF), but the matrix was not used to effectively monitor and measure results. A clear lesson from the previous
CPS (FY10-13) was the need for a more thorough and comprehensive approach to developing the CPS RF. CPS
preparation thus brought together multi-disciplinary teams to formulate outcomes to which multiple sectors
contributed; the RF’s ten outcomes and 29 indicators thus reflected the broad scope of the program.
However, the matrix remained challenged. First, it included an uneven mix of sector-level outcome indicators
(e.g., reduction in total fertility) and indicators specific to WBG group operations (e.g., percent of interns,
covered by the Kenyan Youth Empowerment Project, employed or self-employed within six months of the
internship). Planned WBG contributions to some outcome indicators were, by design, substantial (e.g.,
number of people covered by safety nets or access to electricity), while the World Bank’s contribution in
other areas was more difficult to discern (e.g., reduction in total fertility, agricultural irrigated land brought
under sustainable land management practices). Second, indicators did not adequately capture the scope of
some outcomes® nor sufficiently reflect the extent of WBG contributions.3® Third, data collection was
challenged by an incomplete set of data sources which, in some cases, prevented a complete assessment of
outcome achievement. Finally, although the CPS stated that semi-annual country team workshops would
assess CPS progress, the only program assessment using the results framework occurred during the PLR. PLR
revisions changed one outcome as well as several outcome indicators but did not strengthen the links
between outcomes and World Bank contributions or identify data sources.

Implementation

42, Between FY14 and FY20, the Kenya program delivered an impressive US$7.185 billion in IDA/IBRD
lending, exceeding the ambitious CPS target of USS1 billion per year (see Annex 2 for the proposed vs. actual
lending program). Lending to national projects accounted for USS6.3 billion (88 percent), while regional
lending totaled USS848 million. Financing was secured from an expanded set of sources (e.g., IDA Scale Up
Facility, Catastrophe Deferred Drawdown Option, IBRD, currency and exchange rate risk management
products, IDA Crisis Response Window, and, towards the end of FY20, the COVID-19 Fast Track Facility) and
delivered through a broadened range of instruments matched to Kenya’s political economy and intended
results. PforR lending grew for operations in devolved sectors which incentivized infrastructure investments
with funds for institutional and policy reform while Investment Project Financing (IPF) continued to be used
primarily for national level reforms and investments. Disbursement-Linked Indicators (DLIs) and Results-
Based Financing (RBF) were introduced to draw more disciplined attention to implementation and results.
Development policy financing resumed after a long hiatus (more than 15 years), addressing the need to
complement and buttress investments with policy reforms while creating fiscal space for a debt restructuring.
Kenya was the first country to use a Development Policy Loan with a Cat-DDO, a contingent financing
mechanism providing immediate liquidity in the wake of a natural disaster to buffer fiscal shocks and

35 For example: wait times at ports and border crossings was the only indicator to measure enhanced logistics and distribution
networks and more efficient major gateways; and accountability in the use of public resources was measured only by the timely
submission of audited financing statements and use of IFMIS.

36 Examples include efforts under KADP and KDSP as well as digital solutions to enhance accountability and transparency.
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strengthen disaster management.®” Including COVID-19 responses, the World Bank’s growing portfolio has
exposed Kenya to a broader range of WBG instruments, deepened the Bank’s dialogue, and strengthened its
position as a leading development partner.

43, IFC’s program in Kenya grew to be its fourth largest in Africa by end-FY20. During the CPS period,
its portfolio grew by approximately US$74.8 million and as of June 2020 totaled US$887.30 million in
investment services and US$60.4 million in advisory services (see CLR Annex 5). IFC investments cut across
the financial, manufacturing, agribusiness and services, and infrastructure sectors. It maintains a rich advisory
services program covering renewable energy, trade and competitiveness, public private partnerships, access
to finance, and corporate governance. Informed by a 2019 Country Private Sector Diagnostic that envisions
a significant role for the private sector in achieving Kenya’'s development aims, and building on its new
country strategy for Kenya, IFC’s growing momentum in Kenya continued during FY2138, IFC continues to
actively seek engagements that address the ongoing impact of COVID-19 on the private sector while also
supporting Kenya’s and the WBG’s shared medium and long-term priorities.

44, MIGA’s program in Kenya is its third largest in Africa. At the end of the CPS period in FY20, MIGA
had a gross exposure of USS247.3 million (see CLR Annex 6) with a portfolio comprised of four projects
supporting cross-border private investments in the energy and financial sectors. The three power projects
supply power to over 146,000 people, while the financial sector project supports the ongoing lending
operations of one of the largest diversified financial service providers in Africa, Absa Group, for its subsidiary
in Kenya. During the CPS period, MIGA supported two additional energy projects: (i) a baseload geothermal
power plant, OrPower (for which the MIGA guarantee was cancelled by the guarantee holder following the
construction of the plant and the client’s change in strategy); and (ii) a government-supported IPP, Gulf Power
(for which the MIGA guarantee was cancelled by the guarantee holder after the end of the CPS period as the
underlying loan was repaid ahead of schedule). MIGA’s growing momentum in Kenya continued through
FY21, providing guarantees for three additional projects, and diversifying its sectoral reach; these included a
project supporting a South African fund investing in solar home kits and two road projects under the Kenya
Roads Annuity Program. These projects have added USS$228 million of exposure with MIGA’s portfolio in
Kenya reaching US$460.5 million by the end of FY21.

45, The World Bank, IFC and MIGA collaborated extensively and effectively across multiple sectors,
enabling the WBG to offer comprehensive approaches and solutions. The World Bank’s collaboration with
MIGA facilitated a common understanding of constraints, needs, and overall direction which contributed to
strong performance in increasing power generation capacity and boosting Kenya’s business environment and
competitiveness (both important CPS outcomes). Joint World Bank-IFC programming expanded in water,
agriculture, and affordable housing, and helped to improve the performance of state-owned enterprises.

37 The lending program at end-FY20 comprised 30 national projects and eight regional projects with a total net commitment of US$7.5
billion (US$6.25 billion in national lending; US$1.27 billion for the Kenyan components of regional operations). Although 22 of 30
national operations use IPF, the portfolio delivers 13.3 percent of its value through PforRs and 25.8 percent through DPOs (see
Annex 3).

38 |FC’s committed investment portfolio in Kenya stood at US$940 million on June 30, 2021: 74 percent in the financial
sector, 15 percent in manufacturing, agribusiness and services, 9 percent in infrastructure and 2 percent in funds. As of
June 30, 2021, USS110 million under IFC’s global Financial Institutions Group Response Envelope was deployed to
Kenyan financial sector clients to support SMEs during the pandemic. On the advisory side, total funds under
management amounted to approximately USS62 million at end-June 2021, supporting work across all four business lines
(access to finance, sustainable business, public-private partnerships, and investment climate).
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Individual task teams have been largely responsible for these joint approaches, which have proven effective.
The WBG’s combined portfolio, together with the agreed pipeline and a more focused ASA portfolio, forms
the basis for a sound foundation, approach, and operational portfolio moving into the next CPF.

46. Viewed by the Client and the development community as a leader and integrator, the World Bank
plays an important strategic and operational coordinating role with other development partners. The
World Bank plays a leading role in harmonizing policy dialogue between development partners and Kenya's
authorities across a range of important issues; for example, the World Bank administers a multi-donor trust
fund to support devolution, the UK contributes to the World Bank-supported social protection program; and
in health, the World Bank has partnered with the Government of Japan, the United Nations Children’s Fund,
the United Nations Population Fund, the World Health Organization, the governments of Norway and
Canada, and the Bill and Melinda Gates Foundation. The results of a May 2019 Country Opinion Survey show
significant improvements in stakeholders’ perceptions of WBG effectiveness since the previous stakeholder
survey in 2015. The survey also revealed that overall perceptions of how the World Bank Group collaborates
in Kenya are positive and suggests that more strategic engagements with a broader range of influential actors
would yield added impact.

47. Though the WBG’s financing was complemented by an extensive portfolio of ASA work which
reinforced the World Bank’s role as a leading knowledge partner, its size proved unwieldy which ultimately
compromised the quality of some deliverables. During the CPS period, the multi-year, integrated ASA
program became increasingly linked to the World Bank’s overall policy dialogue and lending engagements.
The World Bank’s knowledge portfolio generated a steady stream of high-quality reports that were
appreciated by the Client and important to the adoption of reforms including: the series of Kenya Economic
Updates; the 2018 Poverty and Gender Assessment; Financial Advisory Services for Kenya Energy Utilities;
and public expenditure analyses across several sectors (e.g., social protection, agriculture). However, though
comprehensive, the portfolio proved difficult to manage. Kenya’s ASA portfolio, which at end-FY20 comprised
32 activities (totaling US$9.5 million), was the World Bank’s largest in Africa Region and thus out of step with
the World Bank’s broad ASA consolidation agenda. Often driven by the availability of trust fund resources,
the ASA portfolio was more opportunistic than strategic, and the number and dispersion of activities made it
difficult to manage. The program mobilized and currently executes about 75 active trust funds financed by
bilateral development partners.

48. Overall, although final project outcomes ratings are good, performance of the IDA/IBRD portfolio
was mixed (see Table 2). The portfolio at end-FY20 comprised 38 projects (30 national and 8 regional) with
net commitments totaling almost USS7.5 billion (83 percent in national and 17 percent in regional
commitments). The portfolio disbursement ratio for national projects in FY20 reached 17.3 percent, below
the Africa region target of 23.1 percent but an improvement from 12.1 percent in FY16. As of June 2020, six
of 30 national projects are considered at risk with three problem projects (all of which are IPFs).
Commitments at risk total almost US$960 million. Of the active portfolio, the Development Objective ratings
for only two projects (both problem projects) are considered Moderately Unsatisfactory, with 93 percent
rated Moderately Satisfactory or better. All regional projects are rated moderately satisfactory or above for
both Development Objectives and Implementation Performance.

Table 2a: Selected Indicators of World Bank Performance and Management, FY14-21 (National Projects)

Key Indicator FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21
Number of Active Projects 22 27 27 26 30 30 30 33
Total Commitment (USS m) 3,590.4 | 4,490.5 | 4,375.0 | 4,922.5 | 5,413.0 | 6,149.4 | 6,255.3 | 6,656.09
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Average Project Value (USS m) 163 160 162 189 180 205 181 201.7

Actual Problem (no.) 3 6 5 8 4 8 3 5
Projects (percent) | 13.6 | 222 | 185 | 30.7 | 133 | 266 10 15.2
Disbursement Ratio (%) 18.6 21.9 12.1 18.8 16.2 17.1 22 22.74
Disbursements in FY (USS m) 399.8 457.2 398.6 499.4 5024 | 1,297.6 | 1,899.1 | 1,211.7

Undisbursed Balance (USS m) 2,358.8 | 2,566.2 | 2,762.8 | 2,834.1 | 3,504.6 | 3,010.6 | 2,217.3 | 1,918.4

Average age of Projects (years) 3.7 3.8 3.5 3.9 3.9 3.9 3.9 4.4

Table 2b: Selected Indicators of World Bank Performance and Management, FY14-210 (Regional Projects)

Key Indicator FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21
Number of Active Projects 7 8 9 8 7 7 8 9
Total Commitment (USS m) 951.6 1,470.5 | 1,488.5 | 1,408.5 | 1,209.5 | 1,237.7 | 1,272.5 | 2,022.5
A Proj Val 224.7
mv)erage roject Value (US> 134 184 165 176 173 177 176
Average age of Projects 5.5

5 5 4.6 4.3 4.2 5.2
(years)

49. Though the WBG delivered a robust program achieving strong results, persistent implementation

challenges (exacerbated by the early stages of devolution) compromised portfolio performance. At the
national and county levels, these difficulties included: poor inter-ministerial coordination, inadequate
collaboration between national and county governments, and the National Treasury’s weak management of
development financing for decentralized services and programs. Cumbersome fiscal practices also had a
negative impact on project implementation budgets. Some implementing agencies were unable to exercise
effective leadership given their limited capacity to manage contracts as well as social and environmental
safeguards. At the project level, operations suffered from: (i) inadequate budgets and counterpart funding
compounded by delays in budget allocations; (ii) challenges with financial transfers from the national to the
county level; (iii) slow preparation and disclosure of safeguards instruments, with specific challenges
pertaining to the acquisition of land and release of funds to compensate those affected; (iv) delays in
procurement and cost-overruns; (v) limited human resource capacity and gaps in key positions; and (vi)
fiduciary risks at the community level. Separately and together, these challenges caused significant
implementation delays threatening the timely and efficient achievement of objectives.

50. Over the course of the CPS, the World Bank adopted an increasingly structured, coordinated, and
multi-pronged approach to address impediments to portfolio implementation. Internally, the World Bank
convened several working groups to identify constructive solutions, some of which are under active
consideration (e.g., a Single Fiduciary Management Unit). At the project design stage, document preparation
(e.g., safeguards, procurement) was accelerated to help ensure readiness before presentation to the WBG
Board. Early attention was also paid to gender-based violence and occupational health and safety. Intensive
implementation support, including quarterly disbursement clinics and audit workshops, were undertaken to
proactively address fiduciary and safeguards issues and other bottlenecks. World Bank management also
engaged more intensively with National Treasury. Finally, the WBG and development partners adopted a
more coherent shared approach, undertaking regular joint meetings with government to address shared
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portfolio challenges. At end-FY20, the results of these efforts were beginning to emerge. Careful dialogue
with government counterparts also resulted in the restructuring and cancellation of slow-moving projects (in
the water, agriculture, and transport sectors), reducing the number of projects while releasing idle balances
that were then redirected through the DPO series. The disbursement ratio of the World Bank’s portfolio
increased steadily, if slowly, and the level of undisbursed balances declined in each of the last two years.

51. With approximately four months remaining in the CPS period, COVID-19 thrust Kenya and the rest
of the world into a realm of deep uncertainty, significantly affecting the World Bank’s existing portfolio,
its planned pipeline as well as the day-to-day management of the Kenya Program. As the severity of COVID-
19 quickly became apparent, WBG priorities shifted in close consultation with Kenya’s authorities. Initial
efforts focused on containing the virus and preventing loss of life. Government introduced a fiscal stimulus
to address the associated economic fallout and slowed its planned fiscal consolidation. The World Bank
triggered the US$10 million Contingency Emergency Response Component of its ongoing THSUCP to fund
Kenya’s National COVID-19 Contingency Plan. In April 2020, the WBG approved the Kenya COVID-19 Health
Emergency Response Project (P173820) to finance medical supplies and equipment, capacity-building and
training, quarantine, isolation and treatment centers, medical waste disposal, community outreach and the
availability of safe blood supply. Following close dialogue with Kenya’s authorities and interested
development partners, the World Bank’s Board approved the second Inclusive Growth and Fiscal
Management DPO in May 2020 to encourage important structural reforms that will enable the delivery of
the government’s inclusive growth agenda. With the inclusion of IBRD financing, the World Bank team was
able to negotiate a significantly larger program with the Government of Kenya deciding to double its IBRD
access. These significant changes to the WBG program in Kenya were achieved in a very short time frame and
under rapidly changing day-to-day working and office arrangements necessitated by the pandemic; these
included moving to a home-based work model which brought new challenges (internal and external) to
mounting the WBG’s COVID-19 response.

52. With Kenya’s active civil society and vocal citizenry, the WBG program is subject to elevated
scrutiny which is a useful source of data for improving portfolio implementation and risk management.
During the CPS period, the World Bank has used its heightened support for devolution to put in place county-
level grievance redress mechanisms related to service delivery. All World Bank-supported projects in
devolved sectors also supported sector-specific grievance redress services. Taken together, these
mechanisms have helped take advantage of citizen engagement and feedback to shape program
implementation. The program drew 114 complaints during the CPS period, and by the end of the CPS 16
remained outstanding. Of these 16 cases, 3 were referred to INT.

IV. ALIGNMENT WITH CORPORATE GOALS

53. At the time of CPS preparation, much progress had been made towards reducing poverty and
inequality over the past decade, but challenges remained. Robust economic growth between 2005/06 and
2015/16 contributed to 4.5 million Kenyans escaping poverty and, but not every sector was benefiting.
Progress in reducing poverty was slowing, stark spatial disparities — across regions and between urban and
rural areas -persisted, and more than half the population was vulnerable to falling back into poverty.

54. The design and implementation of the CPS were closely aligned with the WBG’s twin goals to
reduce poverty and increase shared prosperity which were, in turn, consistent with the Government’s
agenda. In selecting among the wide range of national priorities on which to focus, the program’s first
selectivity criteria required ‘confirming a credible line of sight to make a sustainable impact on poverty and
prosperity’. As such, all three CPS domains contributed directly to the twin goals: Competitiveness and
Sustainable focused on growth to eradicate poverty; Protection and Potential addressed human resource
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development for shared prosperity; and Consistency and Equity aimed to deliver a devolution dividend
through the improved county-level delivery of key services.

55. Explicit attention to the binding constraints to reducing poverty and inequality was evident in
several WBG-supported activities. Operations in the agricultural sector focused on increasing agricultural
productivity, a powerful potential pathway out of poverty for many; this included supporting improved small-
holder access to agricultural inputs, increased farmer access to clients and markets, and enhanced research
and extension services. With the rate of urbanization outpacing infrastructure, support to urban areas sought
to improve connectivity and reduce transport costs, increase access to electricity, improve access to water
and sanitation, and promote affordable housing. Health interventions enhanced women’s access to basic
services while the expansion of social protections programs aimed to increase assistance to vulnerable
households. Support to devolution sought to address the wide variation in well-being across counties and
regions through improved accountability in service delivery. To help generate timely data to inform decision-
making, including poverty statistics, the program also included support to the National Bureau of Statistics.

Governance

56. The CPS supported the Government’s ambition to improve governance and fight corruption. For
several years, institutional weaknesses have contributed to corruption and exposure to fiduciary risks; these
include: weak oversight and control systems (e.g., audit, accounting, and procurement), especially at the
county-level; inadequate legal support for public financial management (PFM); untrusted judiciary and law
enforcement; elite capture at both the national and county levels; and weak public participation,
transparency, and accountability in decision-making. During the life of the CPS, anti-corruption became a
high-profile Government priority and the second Medium-Term Plan under Vision 2030 sought to improve
rule of law, transparency, and accountability. Supporting this priority, the CPS backed efforts to address
governance-related weaknesses in priority sectors (e.g., health, agriculture, and infrastructure), strengthen
institutions critical to service delivery, and enhance processes for participation and accountability through
institution-building and systems strengthening.

57. Though progress was made at the national and subnational levels, governance challenges persist.
According to Transparency International’s Corruption Perception Index, Kenya’s score improved slightly over
the CPS period, from 25 out of 100 in 2014 to 31 out of 100 in 2020, but the country continues to rank poorly
against other countries (124 out of 179). Kenya’s ‘big bang’ approach to devolution brought clearer attention
to long-standing governance challenges at the sub-national level, such as weak oversight and accountability,
uneven legal and regulatory enforcement, inefficient public investment management, and corruption.
Capacity-building under the CPS has strengthened oversight institutions (e.g., Attorney General’s Office,
Ethics and Anti-Corruption Commission, Director of Public Prosecution) and PFM. Digital solutions are also
increasing transparency and accountability (e.g., e-vouchers, commodities exchanges) by limiting rent-
seeking opportunities. Transparency is now improved around public procurement contracts, with the names
of companies awarded contracts and their respective directors now available on a public on-line portal.
Kenya’s new debt and borrowing policy is expected to lead to increased transparency around procuring new
debt as well as debt management. Measures of demand-side governance, such as public dialogue and citizen
engagement to strengthen oversight and accountability, are in place, but not yet functioning as intended.
The WBG, in collaboration with other donors, supports projects to address the bottlenecks to improved PFM,
economic management, and service delivery at national and county levels; these include the GESDeK
Program, the KDSP, and KADP. Along with the DPO series, these operations are designed to help maintain
the positive trajectory of Kenya’s governance and fiduciary systems.
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Gender

58. The CPS integrated Kenya’s gender challenges in its analysis and the design of the overall program.
The CPS was informed by a gender portfolio review as well as a poverty and inequality assessment which
highlighted the different challenges, opportunities, and outcomes for women and men and proposed a
comprehensive gender focus to the WBG’s approach in Kenya. One CPS outcome gave explicit attention to
gender, aiming to increase women’s access to basic health services, improve water sources, enhance young
women’s employability, and increase social protection. The program achieved its intended targets in these
areas with women also benefiting from operations contributing to other outcomes (e.g., improved transport
and ICT access for women-run small-scale businesses). In 2020, ten of seventeen projects in the Kenya
portfolio were gender tagged. A Poverty and Gender Assessment published in 2018 continues to help ensure
that current activities and future operations are guided by accurate data and analysis. Additional gender-
focused analysis and action research was undertaken during the CPS period that evaluated employability
efforts, assessed the social and economic impacts of rural electrification, and supported gender-responsive
budgeting.

59. Gender-based violence received particular attention during the CPS period. As part of an evolving
portfolio of work on GBV, the World Bank commissioned a scoping of existing GBV policy, legislation and
programming, an analysis of DHS data (to better understand the drivers of GBV in Kenya), as well as a gap
analysis to assess shortcomings in GBV response services in four counties. The analysis provided concrete
recommendations to strengthen access to and quality of GBV prevention services as well as inform ongoing
and pipeline operations. The World Bank further supported a series of other discrete initiatives, including a
baseline assessment of GBV incidence in schools in Nairobi and Kajiado counties, an analysis of economic
violence against women in Kitui county, and an intervention in Bomet county to strengthen GBV response
services in the health sector. While small and short-term in orientation, these initiatives have helped to build
a platform from which to strengthen the World Bank’s GBV programming in Kenya, advance policy dialogue
at multiple levels, and identify opportunities and entry points for expanded engagement in the future.

Fragility, Conflict and Violence (FCV)

60. Although not on the World Bank’s list of fragile and conflict-affected situations (FCS), Kenya faces
significant sub-national fragility in its north and north-east region. Poverty rates in these counties saw little
progress in the previous decade and are almost double the national average. Education enrollment rates are
much lower, with stark differences between girls and boys while residents also suffer from lower access to
healthcare. Road networks are almost non-existent; electricity access is under 22 percent; and only 54
percent of households have access to safe water and 41 percent to improved sanitation. Recurrent droughts
exacerbate vulnerabilities and resourced-based conflict is a key source of insecurity. Conflicts in neighboring
countries have also resulted in the protracted presence of refugees. In June 2016, the WBG launched the
USS1 billion North and Northeastern Development Initiative (NEDI) to focus attention and resources on these
ten counties. NEDI, a multi-sectoral effort comprising six operations, focuses on integrated infrastructure
investments (across energy, transport, ICT, livestock, and water) to connect the region to national and
international markets. These investments are laying the groundwork for additional operations that will target
farmers and pastoralists in the region, combat child (under five) stunting, and expand support to the most
vulnerable through regular cash transfers. The NEDI is beginning to show results, but implementation is
challenged by conflict, low institutional capacity, difficult local politics, and mistrust of the central
government. As part of NEDI, the regional Horn of Africa Development Response to Displacement Impacts
Project (DRDIP) seeks to address the impacts of the protracted refugee presence through a combination of
social and economic infrastructure, natural resource management, and livelihood interventions.
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Climate Change

61. The WBG is supporting Kenya to accelerate climate action. The USS250 million KCSAP aims to
increase the productivity and build the resilience of smallholder farming and pastoral communities to climate
risks. The National Drought Emergency Fund, under the National Safety Net Program, is complemented by
insurance to strengthen the predictability and sustainability of cash transfers under the shock-responsive
HSNP financed by the KESIP. The WBG has provided over US$400 million for geothermal development and
rapid advances in solar technology have enabled the design of a unique off-grid power solutions for
underserved areas. In urban areas, WBG-supported efforts are improving solid waste management and the
MDTF-financed KADP supports local climate and disaster risk management. Policy and institutional reforms
under the DPO series also support the new regulatory framework and regulations that aim to make housing
more climate resilient.

Regional integration

62. Kenya plays a pivotal role in regional integration. The country has long been an engine for deeper
regional integration and one of the main beneficiaries of growing intraregional trade within the East Africa
Community. Furthermore, Kenya has not exhausted the potential benefits of integration, especially from
increased trade in services as well as the expanded possibilities offered by the Africa Continental Free Trade
Agreement (AfCFTA). The CPS strongly supported the regional agenda with the Kenya portion of eight
regional projects under implementation totaling over US$1.27 billion. Areas of support include: trade and
transport facilitation among the main transit corridors; harmonizing telecommunications, financial and
banking regulations; regional public health and medicine regulation; pastoral resilience; and transport, ICT,
and energy infrastructure. Projects in the pipeline support deeper regional trade integration, including the
Horn of Africa Gateway Development Project®. The COVID-19 situation is quickly evolving; as a regional
commercial hub, Kenya is at high risk, with intense trade (entailing the movement of goods and people)
between Kenya and other countries experiencing outbreaks. Because of the strategic place Kenya holds when
it comes to global connectivity and travel, the program has accessed funding under the WBG’s COVID-19
Strategic Preparedness and Response Program (P173789).

V. LESSONS LEARNED

63. The design and implementation of the Kenya CPS offer lessons to inform the next CPF and may be
applicable more broadly to other countries. Lessons learned draw from several sources, including project-
specific observations (detailed in Annex 1), consultations with the WBG country team, as well as exchanges
with a wide range of partners during CLR preparation and CPF consultations, including government
counterparts, project implementation units, and members of the private sector.

64. The WBG had made good progress towards intended outcomes in areas where it had undertaken
quality upstream analytical work, reforms enjoyed strong client ownership, and the WBG had developed
strong partnerships. Transformative change --- particularly related to policy, regulatory and legal reforms ---
also required consistent public participation. Program design must be realistic and allow sufficient time for
such engagements as well as to build necessary stakeholder capacity. Where necessary, partnerships with
leading private sector organizations (e.g., through public-private dialogue platforms) created opportunities
to leverage the private sector’s own access to government which helped advance the reform agenda.

65. A more comprehensive approach to understanding how WBG programs contribute to shared
outcomes would help capture the full range of our impact in Kenya. To this end, the next CPF results

39 Approved in FY21 for $750 million (including $250 million from Kenya’s IDA19 Performance-Based Allocation).
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framework could include more outcome-level indicators, including knowledge sharing/management, policy
dialogue, as well as financing. This approach will be enriched by situating the program (lending and
knowledge) along an historical continuum of WBG support and alongside other development partners. New
high frequency household survey data will be integrated in monitoring, evaluation and learning plans (MELs)
to help maintain a focus on results and inform timely course corrections.

66. Program impact could be further enhanced by a more selective and focused engagements within
sectors. Although the WBG successfully delivered a robust lending program that contributed to important
outcomes, the breadth of the World Bank’s engagement --- including multiple operations in some sectors ---
came at the expense of completing some efforts (e.g., universal access to electricity) and achieving critical
momentum in others (e.g., advances in agricultural productivity). The next CPF will utilize a tighter strategic
framework, including a closer appreciation of the WBG’s comparative advantage (e.g., convening power and
capacity for multi-sector operations). Footprint analysis data will help drive a more surgical approach to
identifying entry-points within sectors as well as opportunities for geographic focus. The World Bank will also
exit some sub-sectors once it has helped Kenya complete the last mile.

67. Advancing gender equality will require a more systematic approach. A Gender Portfolio Review,
completed in FY20, noted successes and challenges to integrating gender in the operational portfolio and
identified entry points and opportunities under the next CPF. Examining 18 active projects, the Review noted
key gaps, including: i) the absence of standardized analysis informing project design; ii) weak links between
analysis and proposed project actions; and iii) in most cases, an absence of gender-specific indicators tailored
to identified gender gaps. Several projects seemed to miss a clear theory of change from analysis to M&E. To
address these challenges and achieve greater consistency in results, the CMU will develop and resource a
‘Kenya gender platform’ to accelerate knowledge transfer, share learning, build client capacity, and support
achievement of gender commitments of mutual interest.

68. Though the World Bank has kept pace with Kenya’s fast-moving devolution process, a more
systematic portfolio-wide approach is needed. While the World Bank moved quickly to strengthen its
support to county-level administrations, the next CPF will build more synergies between devolved projects
and improve tracking of county-level results/outcomes to streamline the World Bank’s support and
systematically relieve implementation bottlenecks across sectors, while improving our understanding of
devolution’s impact on service delivery. To help reduce spatial inequities, the next CPF will include greater
engagement with national institutions supporting devolution, including the inter-governmental fiscal
framework. The WBG will also attempt to use its combined instruments and expertise to promote local
private sector investment to boost employment and growth.

69. Governance and anti-corruption will require coordination across multiple fronts. Devolution is
improving accountability while citizen engagement is strengthening governance for service delivery. Though
there has been some success in targeting pockets of corruption, a more comprehensive and coordinated
effort in partnership with other development partners is necessary. The next CPF will include greater
attention to PFM transparency at national and county levels while engaging project beneficiaries to
understand intended program results and identify when resources may be diverted. The World Bank will also
follow-up targeted policy reforms related to governance/transparency with implementation support as well
as invest in more robust and routine political economy analysis.

70. Working in Kenya’s north and northeast regions requires a more tailored and conflict-sensitive
approach to project design and implementation. Though Kenya is not included on the list of FCS, fragility in
the north and northeast risks the country’s overall progress by threatening to exacerbate cross-regional
disparities while potentially fueling fragility in neighboring countries. Going forward, the WBG’s approach to
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the north/northeast will be governed by a new NEDI Strategy that will move the WBG from discrete, sector-
specific projects towards NEDI-wide practices. Efforts will be made to sharpen objectives and increase
internal coordination to make better use of expertise from across the World Bank’s Practice Groups.
Supported by additional analytical work, the World Bank will also take a more proactive role in convening
and working with selected partners across the humanitarian-development-peace nexus.

71. Intensive and sustained dialogue can expand the range of financing instruments during the next
CPF. Expanding into PforRs, DPOs and guarantees, along with deeper collaboration with MIGA and IFC, has
rejuvenated Kenya’s institutional and structural reform agenda, improved coordination within government,
and mobilized private financing. The next CPF will thus continue to explore and innovate with the full range
of WBG instruments. A growing framework for collaboration between IFC and MIGA is already broadening
MfD opportunities beyond the sectors in which MIGA is already engaged. In addition, a greater focus will be
given to joint upstream work.

72. Though progress has been made in reducing inequality, a more surgical approach is required. The
next CPF will take a more direct approach to levelling the playing field and closing disparities in opportunities.
This will include closer examinations of Kenya’s human capital deficiencies, barriers to entry in the private
sector, and implementation of the NEDI Strategy.

73. Stronger attention to ongoing monitoring, evaluation, and learning will help inform course
corrections and program flexibility. Though Kenyan institutions have developed some relatively
sophisticated capacities, the quality and use of data for ongoing evaluation and adaptive learning needs
greater attention. The next CPF will prioritize data adequacy, quality, and transparency to support a shared
approach to ongoing learning and program adaptation.
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CLR Annex 1: Summary of Kenya CPS Program Self-Evaluation *°

CPS Outcomes and
Indicators (FY14-20)

Status at CLR

Findings/Lessons Learned

WBG Program

Domain of Engagement 1: Competitiveness and Sustainability — Growth to Eradicate Poverty

Outcome 1: Enhanced Infrastructure and Logistics for Sustainable Growth

Outcome 1.1: Reliable and efficient energy supply, including through regional cooperation

1.1 (i) Installed
generation capacity from
diversified sources
(geothermal, thermal,
wind) from 1,765MW
(2013) to 3,570MW
(2020)

1.1(ii) System loss
reduction from 18.7
percent of output (2013)
to 15.9 percent (2020)

Achieved. Installed generation capacity
currently totals 2,819MW (80 percent of
target), which exceeds peak demand of
1,912 MW. The WBG’s contribution to
expected total capacity amounts to 930
MW, out of which 530 MW has been
commissioned and 400MW is expected by
late 2021 (as a result of the Ethiopia-Kenya
transmission interconnector). Numerous
WBG investments contribute to this result:
280MW geothermal from KEEP; 250MW
under KPSPGSP (Thika Power 87MW, Gulf
Power 80MW, Triumph Power 83MW); and
400MW (expected) from the regional
Eastern Electricity Highway Project.
Source: KEEP ISR, KPSPGSP ISR; and data
provided by WBG staff.

Not Achieved. Commercial and technical
losses totalled 23 percent in June 2019, up
from 21 percent in 17/18 and 18.9 percent
in 16/17, and well short of the target of
15.9 percent. The increase in losses is
attributed to more electricity theft and
ineffective and inadequate local loss
reduction strategies compounded by the
aggressive network extension of the low
voltage transmission network to connect
new consumers without corresponding
investments in the medium and high
voltage transmission and distribution

e Sustainability: Sustained sector reform

requires continuous government commitment
and strong stakeholder engagement. GoK'’s
prioritization of energy generation and access
in its development agenda was critical to
propelling the success of Kenya’s ambitious
electrification program.

Complexity: Complexity of project design can
compromise achievement of results. KEEP’s
design was complex in that it supported the
GoK in the full cycle - from generation to
household connections - in expanding
electricity access, and tackled expansion in
urban, peri-urban, and rural settings. The
addition of a small mini-grid and off-grid
component required special, focused attention
which was not available given the demands of
the larger components.

Expanding access: A strong community-based
approach to connect urban slum customers
can be key to moving customers from illegal
and poor-quality electricity and in expanding
‘last mile” access.

Private sector: Government’s planning
processes must drive sector investments. WBG
support for IPPs sparked so much investor
confidence that the challenge now is for GokK
not to pursue investor-driven projects.
Regional investments. Experience teaches that
regional interconnection are complex and
complicated, and there remains a role for

IBRD/IDA Lending:
Closed

Kenya Electricity Expansion
Project and AF
(P103037/P153179)

Kenya Private Sector Power
Generation Support Project
(P122671)

KE Global Partnership for OBA
(P125388)

Kenya Petroleum Technical
Assistance Project (P14234)

Ongoing

Kenya Electricity Modernization
Project (P120014)

Kenya Petroleum TA Project
(P145234)

Off-grid Solar Access Project for
Underserved Counties
(P160009)

AFR RI Eastern Electricity
Highway Project (P126579)

KE KenGen Guarantee Program
(P162422)

Advisory

Financial Sector Development
in Kenya (P132836)

Financial Sector Innovation
(P147897)

IFC (Investments and AS)

Gulf Power Ltd. (29418)

40 Note: Indicators were assessed based on most recent data available (as indicated). None of the data accounts for the emerging impacts of COVID-19.




1.1(iii) Increase in
electricity access from 0
people (2016) to 1.8 m
(2020)

network.
Source: WBG staff; KEMP Restructuring
Paper (June 2021).

Achieved. Since FY16, almost 2.3 m
consumers have been connected to the
grid: given an average household size of 3.4,
about 7.8 million additional people enjoy
access to electricity — greatly exceeding the
target of 1.8 m. (KPLC reports 7.183 million
consumers were connected as of June
2019.) Total WBG contribution to the
increase in the number of people with
electricity access alone significantly exceeds
the target: 1,057,985 households
(3,595,843 people) under KEEP; 42,000
households (142,800 people) under KEMP;
897,900 residential customers (3.05 m
people) from IFC-supported Kipevu Il
(626,400) and from IFC and MIGA-
supported Gulf Power Ltd (73,400) and
Thika (198,100).

Source: KEEP ICR; KEMP Restructuring
Paper (June 2021); IFC and MIGA staff.

bilateral agreements before transitioning to
wholesale power trade.

Timing of results. The setting of system loss
targets must account for the dynamism of the
sectoral context with variations in supply and
demand. Loss reduction is only realized several
years after optimal loading following
commissioning which typically occurs after
project completion.

Safeguards costs. Implementation of
safeguards measures challenges generation
and transmission projects. The cost of
compensating landowners consumes a
significant portion of overall project cost (35 to
40 percent), requiring significant counterpart
contribution which can delay implementation.
Realizing cost reductions. Overcapacity in the
energy sector has negated decreased
generation and fuel costs and expected
reductions in electricity tariffs have not yet
been realized.

Assessing demand. Demand for electricity
from newly-connected customers has not
grown as expected despite the aggressive
expansion of connections. The design of
electricity access investments should assess,
and not assume, the productive application of
electricity to make realistic demand estimates,
and include deliberate efforts to promote the
productive use of electricity.

Financial incentives: The use of Output Based
Aid can be highly effective in shortening
procurement processing and enhancing
responsiveness to customers but requires
sufficient resources to fund upfront costs.

Kipevu Il Power Project (8917)
Thika IPP (2981)

Kenya Power and Lighting
Company (28550)

Kenya Utility Efficiency in Africa
Program (592107

Kenya Investment Climate
Power Project (590607)
Lighting Kenya (555905)
Realizing PPP Opportunities
(P148371)

Kenya Investment Climate
Program Phase 2 (KICP2) Non-
Lending TA (NLTA) on Business
Environment Reform; NLTA on
Export Competitiveness and
Innovation; NLTA on
Investment Climate
Diagnostics; KICP2 NLTA on
Trade and Competitiveness;
Financial Innovation NLTA.

MIGA:

OrPower4, Inc (3658) (cancelled
in FY2018)

Thika Power Ltd. (9722)

Gulf Power Ltd. (cancelled in
FY2021)

Triumph Power Plant
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Outcome 1.2: Enhanced logistics and distribution networks and more efficient major gateways

Wait times at ports
reduced from 13 days
(2013) to 8 days (2018);
and at border crossings
from 2 days (2013) to 1
day (2018)

Achieved. There has been a significant
reduction in wait times at ports and border
crossings. According to the Northern
Corridor Transport Observatory Dashboard,
developed in part with WB-financing, dwell
time at the Port of Mombasa is 3 days
(2019). (The Kenya Port Authority reports a
dwell time at the same port in 2018 of 3.92
days). Both estimates are significantly
below the target of 8 days. Wait times at
border crossings average 5 hours following
the adoption of the Single Customs
Territory and One Stop Border Post within
the East Africa Community, well-below the

target of one day. °

Source: Northern Corridor Transport
Observatory Dashboard; Kenya Port
Authority

o Integrated design: Complexity of project

design may be justified if essential for
achievement of sustained reform. The WBG's
holistic and integrated approach to the
transport sector — which encompasses the
roads, aviation, and maritime subsectors —and
includes investments in both institutions and
infrastructure introduces a level of complexity
but increases the prospect for sustained sector
reform and enhanced performance. The risks
to complexity can be mitigated through
sustained engagement and intensive
implementation support which contribute to a
strong WBG-GoK partnership.

Incentivizing policy reform. The allocation of
sufficient funds for implementation of
infrastructure and policy reform is critical for
incentivizing the reform agenda.

Regional investments: Changing global trade
flows, with increased interdependence among
neighboring countries, demand that Kenya
approach transport regionally. Yet WBG
lending instruments do not fully support
investments in shared regional facilities, e.g.,
financing of a regional facility (such as a
common bridge at a border).

IBRD/IDA Lending:
Closed

Northern Corridor Transport
Improvement Project
(P082615) + AF (P106200)
East Africa Trade and
Transport Facilitation Project
(P121354)

Transport Sector Support
Project (124109) + AF
(P146630)

KE National Urban Transport
(P126321)

Kenya Transport Sector Project
(P124109)

Ongoing

EA Regional Transport, Trade
and Development Facilitation
Project, Phase Il (P148853)

Advisory:
IFC (investment and advisory
services):

Kenya Investment Climate
Program Il

Kenya Trade Logistics (57008)
Kenya Uganda Rail (24766)
Kenya Airways (31650)

Outcome 2: Strengthened Planning and Management of Urban Growth

Urban centers with
integrated strategic
plans increase from 0
(2014) to 24 (2020)

Achieved. Integrated strategic urban
development plans for 11 urban centers were
completed during KMP and 28 plans have been
completed to date under NaMSIP. Preparation
of an additional 59 urban spatial plans is
supported under the Kenya Urban Support
Project, 41 of which have been completed (end-
March 2020). This brings the overall total to 77,
significantly exceeding the revised target of 24

e Realizing savings through effective
coordination: The adoption of common
strategic plans helps to combat the
significant fragmentation in the urban
sector, including among donors, thereby
reducing waste.

o Flexibility: Project restructuring can be an
effective tool to respond to government

IBRD/IDA Lending:
Closed

Kenya Municipal Program
(P066488)

Kenya Informal Settlements
Improvement Project (P113542)
Nairobi Metropolitan Services
Improvement Project (P107314)

Ongoing
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(which had been increased to reflect NaMSIP’s
contribution). These plans are guiding
investment decisions in urban areas and
beginning to inform regional and national
priorities.

Source: KMP ICR, ICRR; NaMSIP ISR and ICR;
KUSP ISR and Government reporting.

pursuit of significant institutional changes, .

such as those related to devolution.
Challenges: Risks to realizing the benefits
of urban plans come from their potential
threat to entrenched interests, lack of
political and financial incentives, and
significant cost of plan preparation.

Kenya Urban Support Program
(156777)

Kenya Water Security and
Climate Resilience in the
Coastal Region Project
(P145559)

Kenya Water and Sanitation
Service Improvement AF
(P126637)

Second Kenya Informal
Settlements Improvement
Project (P167814)

Outcome 3: Improved E

nabling Environment for Private Investment (Capturing the Connecting Platform Outcome of Garnering Good Governance)

(i) Increase in key
investment reforms in
business regulation,
trade logistics and
industry completed from
0(2014) to 20 (2018)

(i) Increase in number of
reforms at the national
and sub-national levels,
as recorded by Doing
Business/Subnational DB
from 0 (2017) to 20
national-level and 10

county-level (2020)

Achieved. A total of 54 key investment reforms
— at the national and county levels - in business
regulation, trade logistics and industry were
carried out during the CPF, more than double
the revised target of 20, including: direct
compliance cost savings from simplified
registration and licensing processes and
procedures; enactment of the Companies Act,
Insolvency Act, and Business Registration
Services Act; automated business regulation
systems at county level, access to credit using
warehousing receipts, investment policy and
promotion reforms, renewable energy licensing
procedures, national electronic single payer
window,

Source: IFC staff; KE Investment Climate
Assessment (P133163)

Achieved. Of the 54 investment reforms
referenced above, 29 were at the national level

— 20 of which were validated by Doing Business.

Managing change: Successful implementation
of reforms requires change management at all
levels and throughout the project, as well as
during pre/post project phases. Shifts in the
political economy over this period may require
engaging with a new set of clients.

Realism. Transformative change, particularly
related to policy, regulatory and legal reforms,
in Kenya’s bicameral system requires
significant public participation. The program’s
design must be realistic in accounting for the
time required for such engagement as well as
to build the capacity of parliamentary
committees.

Collaboration. Strong partnerships with
leading private sector organizations, through
public private dialogue platforms, create space
and opportunities to leverage private sector
access to their own channels to government
which can help to advance the reform agenda.
Leveraging financing from development
partners enhances responsiveness and thus
effectiveness. Investing in successful
collaborations with development partners
resulted in the mobilization of significant levels
of funding which allow activities to respond

IBRD/IDA Lending:

Closed

oKE Export Competitiveness and
Innovation TA (P147220)

eKE Commercial Financing for
Urban Water and Sanitation TA
(P144507]

eManufacturing Export
Competitiveness in Kenya
Policy Note TA (P133164)

Ongoing

eJudicial Performance
Improvement Project
(P105269)

oKE Infrastructure PPP and AF
(P121019/P162182)

Joint WB-IFC GPs:

eKenya Industry and
Entrepreneurship (P161317)

eKenya Competitiveness
Enhancement Program

eKenya Mortgage Refinance
Facility and Affordable Housing
PPP

eAdditional Financing for SEZ
Program
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(iii) 25 percent growth in
new business
registrations (2017 to
2020)

(iv) USS25 m reduction
in direct compliance
costs to private sector
from trade
logistics/facilitation work
(2017 to 2020)

Of the 25 subnational level reforms, 23 were
validated by the Subnational Doing Business. *
Source: IFC staff; KE Investment Climate
Assessment (P133163)

Achieved. The WBG's Investment Climate
Programs and successor Kenya Competitive
Enhancement Program support numerous
activities which have made it easier to start a
business. According to the World Bank’s
database, the number of new business
registrations increased 19 percent (from 37,303
to 44,259) between 2017 and 2018, the last
year for which data is available. This follows a
pattern of increases: between 2010 and 2015,
business registrations jumped 53 percent,
indicating a transition of informal institutions to
more formal institutions.

Source: data.worldbank.org;
www.industrialization.go.ke

Achieved. Supported under the WBG
Investment Climate Program Il, a standard cost
model estimated that Private Sector Savings
increased to US$14.3 m by December 2017,
then grew to USS$28.3 million one-year post-
closure and finally to US$30 million by June
2019, exceeding the target by USS5 million or
20 percent.

Source: IFC Kenya Investment Climate Program
Il Final Report (57008); IEG PCR Evaluative Note
2018.

flexibly to emerging demands (e.g., purchase
of equipment for border posts on the Trade
Logistic component).

Capacity-building: In challenging
environments, it is imperative to assess client
capacity to ensure implementation of the
reform agenda. The more sophisticated the
reform, the more technical capacity is needed.
Capacity-building efforts must accompany
implementation of strategic reforms.

WBG collaboration. Effective WBG
collaboration requires a deep understanding of
the instruments, operating procedures, and
incentives of each organization to design and
align mutually supporting measures. Proximity
of WBG staff to each other greatly enhanced
collaboration and results. IFC’s appointment of
country officers as well as the recent
placement of a MIGA representative in
Nairobi, and the prospective assighment of an
additional MIGA staff to the Kenya office,
should further enhance WBG collaboration.

oKE Investment Climate
Assessment (P133163)

oKICP2 NLTA on Business
Environment Reforms

oASA on Investment Climate
Diagnostics

o ASA on Sector Competitiveness
including Services,
Agribusiness and Extractive
Industries

eEnhancing Local Content ASA
(P161206)

eDigital Entrepreneurship
Kenya; Support to Kenya
Climate Innovation Center
(P156466)

eKenya Climate Venture Facility

e|nvestment Climate for Sub-
National Business Regulation
(593208)

eInvestment Climate for Trade
Logistics (57008)

eInvestment Climate for
Industry (594987)

eEast Africa Competitiveness
Project

eKenya Investment Climate
Program 3 (KICP3)

IFC Advisory:

e Constraints to Private Sector
Development; CEM; Financial
Sector Innovation

e Boosting Private Sector
Competitiveness; Financial
Advisory:

e Power Utilities

41 0n September 16, 2021, following the World Bank Group’s decision to end the Doing Business report, the Government of Kenya released a statement highlighting the ongoing
importance of improving the country’s investment climate and stressing the Government’s strong commitment to continue its reform agenda notwithstanding the discontinuation

of the Doing Business report.
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e Financial Deepening &
Development; Port City
Interface

e KenyaEU series; Capital Mkts

Domain of Engagement 2: Protection and Potential

— Human Resource Development for Shared P

rosperity

Outcome 4: Increased Agricultural Productivity

(i) Five percent increase
in annual yields of
smallholder farmers (by
2020):

Maize from 17 bags/ha
Beans from 4.5 bags/ha
Irish potatoes from 60
bags/ha (2013)

(ii) Increase in
agricultural irrigated
land from 130,000 ha of
irrigation and 30,000 ha
of drainage (2013) to
175,000 ha of irrigation
and 40,000 ha of
drainage (2020)

Partially Achieved. National level data (2018)
reports increased yields in the three targeted
commodities, all of which significantly exceed
the 5 percent target: maize yields increased by
23 percent; beans by 61 percent, and Irish
potatoes by 30 percent. Under the World Bank-
supported KAPAP project, despite some
weaknesses in end line data used for the impact
evaluation, there was evidence of productivity
gains in target areas. IEG’s analysis of data
indicated that compared to a 2011 baseline,
yields for participating farmers increased by 93
percent for maize and 145 percent for beans —
important food security crops, but declined by 5
percent for Irish potatoes. The NARIG and
Climate Smart Agriculture projects sustain WBG
support for productivity increases, though of
different crops, with strengthening of the
county level extension system.

Source: MoALFC triangulated with FAOSTAT
(and provided by World Bank team); KAPAP ICR;
PPAR.

Partially achieved. Initiated in 2011, Kenya’s
Expanded National Irrigation Program sought to
increase the amount of irrigated land.
According the GoK’s White Paper on irrigation,
the amount of agricultural land under irrigation
is 203,508 ha, exceeding the target of 175,000

Capacity: Implementation demands must match
capacity. The devolution of power to the
counties in the agricultural sector was
introduced before adequate capacity was built to
absorb the increased local responsibility for
planning and implementing agriculture and rural
development activities, thus delaying
implementation and compromising results.
Financing: The provision of agricultural
extension services to poor small-scale farmers as
a public good requires a sustainable financing
mechanism. Public sector funding for extension
services can be decoupled from public provision
to strengthen complementarities and create
space for private sector participation and
improved service delivery.

Safeguards: The imbalance between the WBG
and GoK in the relative priority accorded
safeguards-related issues challenges
implementation of large infrastructure projects.
Historic experience with these challenges,
including with land acquisition and
compensation, should inform realistic
timeframes and targets.

IBRD/IDA Lending:

Closed

= Kenya Agricultural
Productivity and Agribusiness
Project

= Western Kenya CDD and
Flood Prevention Project

= Kenya Coastal Development
Project (P094692)

= Kenya Adaptation and
Climate Change (P091979)

= Kenya Global Environmental
Facility (P108845)

On-going

= National Agricultural and
Rural Inclusive Growth
Project (P153349)

= Kenya Climate Smart
Agriculture Project (P154784)

= Regional Pastoral Livelihoods
Resilience Project (P129408)

= Kenya Water Security and
Climate Resilience Project
(P117635)

= Coastal Region Water
Security and Climate
Resilience Project (P145559)

= Inclusive Growth and
Financial Management
Development Policy

Financing (168204)
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(iii) Increase in water
storage (Mwache dam)
from 0 (2016) to 78.6 M3
total storage (2020)

(iv) Increase in
agricultural land brought
under sustainable land
management (SLM) due

ha. National data on the increase in land under
drainage for this period could not be obtained.
World Bank contributions to date to this
outcome have been modest. Under KCSAP,
almost 774 ha of new agricultural land is now
irrigated (2020). No new land, however, has
drainage. IFC’s East Africa Smallholder Irrigation
Project, expected to contribute to this outcome,
is currently on hold. Data from the NARIG
Project is not yet available. The Water Security
and Climate Resilience Project seeks to increase
the area provided with irrigation and drainage
services by 4,043 hectares by 2022. Major
works and technical assistance contracts are
currently under implementation but running
behind, and no results in this area have yet
been realized. The World Bank’s DPO targets
an increase in irrigated land from 2 percent to
2.5 percent.

Source: KCSAP ISR; Water Security and Climate
Resilience Project ISR (Oct 2019); IFC staff
discussions; The Future of Irrigation
Development in Kenya: White Paper on
irrigation development opportunities under the
Big Four Agenda.

Not achieved. The contract for the Mwache
dam was signed in August 2019, but the works
have not yet started (April 2020) due primarily
to delays in implementing the Resettlement
Action Plan with respect to resettlement.
COVID-19 related movement restrictions are
likely to further affect progress on land
acquisition.

Source: Coastal Region Water Security and
Climate Resilience Project ISR (Apr 2020)

= Regional Pastoralism
Livelihood and Climate
Resilience Project (P129408)

= Marine Fisheries and Socio-
Economic Development
Project (P163980)

Advisory:

e Kenya Agriculture Sector
Discussion Note:
Transforming Subsistence
Agriculture and Building
Resilience to Climate Change
(ACS14260)

e East Africa Smallholder
Irrigation Project (602686)

e Kenya Economic Update:
Unbundling the Slack in
Private Investment:
Transforming Agricultural
Sector Productivity and
Linkages to Poverty
Reduction

IFC:
Kenya Tea Development
Agency (32216)
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to adoption of new
technologies,
innovations, and
improved management
practices from 0 (2017)
to 420,000 ha (2020).

Partially achieved. National data on the
amount of agricultural land under sustainable
land management could not be obtained. Under
the NARIG Project, the land area where SLM
practices have been adopted currently totals
33,025 ha (2020) compared to a target of
71,400 (2021). Under KCSAP, an additional
1,338 ha (2020) is currently under SLM
practices.

Source: NARIG ISR (April 2020); KCSAP M&E

Outcome 5: Improved Social Service Delivery for Vulnerable Groups, particularly women

Outcome 5.1: Increased women’s access to health services

(i) Increase in number of
women with access to a
basic package of health,
nutrition or reproductive
services from 21,292,054
(2013) to 25 m (2020)

(ii) Reduction in total
fertility from 3.9 (2014)
to 3.5 (2020)

Achieved. In FY15/16, over 24m women
reportedly utilized public primary healthcare
centers and had access to health, nutrition, and
reproductive health services, exceeding the
original target by 1.5 m. The World Bank-
supported HSSP reported an increase in number
of ‘people with access to a basic package of
health, nutrition or reproductive health
services’ from 30.495 m (2015) to 47.144 m
(2018) exceeding the formally revised project
target of 39.4 m (2018). HSSP ICCR concluded
that the whole population now has access to
essential health and nutrition services, albeit
through services with a particular focus on the
poor. Under the THSUC Project, the number of
‘people who have received essential health,
nutrition and population services’ under the
project increased from 0 (2016) to 3.6 m (2018)
to 6.7 m (2019).

Source: Implementation Plan of the Second
Medium Term Plan (2013-17) as reported in the
PLR; HSSP ICR, ICRR; THSUCP ISR (Dec 2019).

Achieved. According to the World Bank’s
database, Kenya’s total fertility rate declined
from 3.879in 2014 to 3.572 in 2017 t0 3.492 in

= Adapting to evolving context. Insufficient
attention to administrative reforms,
particularly as they evolve, may require later
adjustments to project design. The ongoing
decentralization process gave new
responsibilities for delivering essential health
services to county governments. Project
implementation arrangements, including
financial management and procurement, were
critically affected by this process, and
implementation of both the HSSF and the
Results-Based Financing programs faltered.

= Fund flows. Timely delivery of essential
services, planning, procurement, and supply
chain management are dependent on
maintaining predictable financial flows that
facilitate these activities, and thus on the
success of the fiscal decentralization effort.

= Support for the center. In the context of
devolution, the Ministry of Health requires
funding for it to adequately support counties.

= Access. The introduction of even minimal
customer charges requires adequate financial
protection for the poor to ensure access.

IBRD/IDA Lending:

Closed

= Kenya Health Sector Support
Project (P074091)

Ongoing

= Transforming Health Systems
for Universal Care (P152394)

= East Africa Public Health
Laboratory Networking
Project (P111556)

= Kenya COVID-19 Emergency
Response Project (P173820)

IFC:
Advisory:

Insert references to titles
forward by health team.
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2018 (the last year for which data is available).
The World Bank’s Transforming Health Systems
for Universal Care Project promotes increased
utilization of modern family planning methods,
including through the purchase of family
planning commodities.

Source:
https://data.worldbank.org/indicator/SP.DYN.T
FRT.IN?locations=BD-IN-SN-KE-ZA-CD-TZ

Outcome 5.2: Increase wo

men’s access to water services

Increase in number of
women with access to
improved water sources
in areas supported by
World Bank operations
from 260,050 (2013) to
770,000 (2020)

Achieved. The number of women with
improved access to water sources supported by
World Bank operations totals 1,490,872, almost
double the target of 770,000. Projects that

contribute to the achievement of this result are:

WaSSIP (1,213,600); KISIP (131,390), Nairobi
Sanitation OBA | and Il Projects (83,500); and
Kenya Urban Water and Sanitation OBA
(62,382). WSDP is expected to provide an
additional 45,000 women in urban areas with
access to improved water sources by Jun 2022.
The Coastal Region Water Security and Climate
Resilience Project, primarily through
investments in bulk water supply and
distribution with some community water
points, aims to provide 32,300 people with
improved access to urban water sources.
Sources: WaSSIP ISR (Dec 2019); KISIP ISR (Dec
2019): Nairobi Sanitation OBA1 and 2 ICR;
Kenya Urban Water and Sanitation ISR and
team calculations to remove double counting

o Willingness to pay. Ensuring a reliable water
supply service and an effective billing system
are critical for success. With regular (if
intermittent) water supply, residents of many
informal settlements appear able and willing
to pay at least the subsidized cost of
connections and usage, if they can spread the
connection costs over time.

IBRD/IDA Lending:

Closed

= Kenya Municipal Program
(P100406)

= Nairobi Sanitation OBA | and
Il Projects (P131512;
P162248)

= Kenya Informal Settlements
Improvement Project
(P113542)

= Water and Sanitation
Services Improvement
Project (P096367)

= Water and Sanitation Service
Improvement Project AF
(P126637)

= Commercial Financing for
Urban Water and Sanitation
TA (P144507)

= GPOBA-Nairobi Sanitation
(P131284)

Ongoing

= Water and Sanitation
Development Project
(P156634)

= Coastal Region Water
Security and Climate
Resilience Project (P145559)
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= Urban Water and Sanitation
OBA Fund for Low-income
Areas (P132979)

Advisory:

See PLR Annex 3 for additional

WBG contributions (including

knowledge products)

e WSSIP Impact Evaluation

(P145556)

Outcome 5.3: Enhanced market skills for youth-at-risk

(i) Increase in percent of
interns, covered by the
Kenya Youth
Empowerment Project,
employed or self-
employed within six
months of internship
completion from 71
percent (2013) to 80
percent (2015)

(i) Increase in
percentage of youth
receiving training and an
internship through the
Kenya Youth
Employment
Opportunities Project
who find a job or are
self-employed after at
least six months from 55
percent (2016) to 70
percent (2020)

Achieved. The World Bank-supported Kenya
Youth Empowerment Project substantially
achieved its objective of supporting
government’s efforts to improve youth
employability. Tracer studies found that 76
percent of youth (82 percent of males/70
percent of females) were employed six months
after completion of their internships - well
above the project target of 50 percent. An
impact evaluation conducted after the second
of five cycles reported that 80 percent of males
and 50 percent of females were in paid work 14
months after internship completion compared
to 69 percent of males and 43 percent of
females in the control group.

Source: KYEP ICR; and IEG’s ICRR

Achieved. The percentage of KYEOP-
participating youth who find a job or are self-
employed after at least six months increased
from 55 percent (2016) to 77 percent (2021).
The end-project (December 2021) target of 70
percent has been exceeded.

Source: KYEOP ISR (05/21)

Complementary Data. Preserving human
capital and/or reversing losses due to COVID-
related school closures have been important

e M&E. The use of monitoring and evaluation
findings, including RCTs, to continually fine-
tune training content, targeting mechanisms,
communications, and outreach in KYEP was
critical to the achievement of cost-effective
results as well as for garnering government
support to scale up youth employability
activities.

o Integrated design. The multiple constraints
faced by youth seeking employment demand
the integration of supply and demand-side
interventions in response, as well as private
sector involvement (including labor market
information).

e Gender. Ensuring the participation of young
women requires additional targeted
provisions, including quotas, the provision of
childcare, incentives for training providers,
digital business development services, and
behavior interventions that may benefit
women more.

IBRD/IDA Lending:

Closed

= Kenya Youth Empowerment
Project (P111546)

Ongoing

= Kenya Youth Employment
and Opportunities Project
(P151831)

= Kenya Global Partnership for
Education Project
(P146797)

= Kenya Global Partnership for
Education COVID 19
Project (P174059)

= Kenya Secondary Education
Quality Improvement
Project (P160083)

= Eastern and Southern Africa
Higher Education Centers
of Excellence (ACE Il)
(P151847)

ASA

. Kenya Social Protection
and Jobs Programs Public
Expenditure Review

=  From Safety Net Delivery
to Comprehensive Social
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themes. Through the GPE operations, over 10.5
million early grade math textbooks have been
distributed achieving a 1:1 student/textbook
ratio in 95 percent of targeted schools. A 5
percent improvement in basic math
competency has been achieved for grade 2
pupils. ACE Il has also seen 566 students
enrolled in graduate programs in energy,
agribusiness, food science, and other in-
demand technical streams.

Source: SEQIP ISR; GPE ISR (06/21); GPE COVID
ISR (05/21); ACEII ISR (03/21)

Protection and Job Services
(P164812)

= Job Creation and
Entrepreneurship among
Youths in Kenya: Impact
Evaluations (P164229).

=  Kenya Jobs for Youth

= Capturing Skills
Requirements and
Assessing Skills Gaps in the
Modern Economy.

= Improving Higher
Education Performance in
Kenya: A Policy Report

Outcome 5.4: Enhanced and more systematic social protection

(i) Increase in number of
people covered by social
safety nets from 1.65 m
(2013) to 4.28 m (2020)

(i) Increase in percent of
beneficiaries for whom
payments were made
electronically using two-
factor authentication
from 0 percent (2013) to
90 percent (2020)

Achieved. As of December 2020, the
Government’s National Safety Net Program
(known as Inua Jamii) supported the effective
delivery of cash benefits to over 1 million
households or about 4.5 m beneficiaries,
exceeding the revised target of 4.28 m and
covering almost 10 percent of the population. It
is estimated that 2.7 m of the beneficiaries
were women — exceeding the target of 2.14 m.
Financing of the Consolidate Cash Transfer
Program is now funded entirely from the
Government’s budget.

Source: KSEIP PAD; NSNP ICR; Task team
calculations.

Achieved

With the adoption of a new payment
mechanism by the Inua Jamii program, 100
percent of conditional cash transfer
beneficiaries receive payments electronically
through four payment service providers using
two-factor authentication, exceeding the target
of 90 percent.

Source: NSNP ISR (10/19)

= Targeting. Adequate targeting mechanisms and

regular recertification are critical to ensure cash
transfers go to those they should.

= Fund flows. Designing a sustainable,

streamlined, and systematic process for
ensuring timely payments to beneficiaries is
critical to a program’s success. To increase the
likelihood of a timely process, the National
Treasury agreed to fund CTs from its recurrent
not development budget.

= Timeframe. Allowing sufficient time in the

project’s design for the introduction of new
delivery system is important to ensure benefits
in the long run. The introduction of a new two-
factor authentication payment mechanism
disrupted implementation due to challenges
with collecting biometric data. But evidence
from field visits indicated that beneficiaries
have benefited from choosing providers in
much closer proximity than before, reducing
the cost and time to access the pay point.

IBRD/IDA Lending:

Closed

= Kenya Cash Transfers for
Orphans and Vulnerable
Children and AF
(P111545/P146161)

= National Safety Net Program
for Results and AF
(P131305/P161179)

=  Social Protection
Interventions — DfID TA
(P121594)

. Poverty Monitoring TA

On-going

= Kenya Economic and Social
Inclusion Project (P164654)

ASA

=  Kenya Social Protection
and Jobs Programs Public
Expenditure Review

=  From Safety Net Delivery
to Comprehensive Social
Protection and Job Services
(P164812)

74




Outcome 6: Improved Capacity to Manage Risks from Climate Change

i) Increased production
of climate smart
agricultural inputs by
seeds (tons of early
generation and certified
seed) and breed
(number of livestock
producers) from:
generation seed from 0
(2017) to 35 tons (2020);
certified seed from 0 to
150 tons; livestock
parent stock from 0 to
1,020 (2020)

(i) Increase in number of
counties with climate
risk profiles with
concrete climate risk
management activities
reflected in county
action plans and budgets
from 0 (2013) to 32
(2020)

Partially Achieved. The World Bank-supported
Kenya Climate Smart Agricultural Project seeks
to increase agricultural productivity and build
resilience to climate changes risks in targeted
smallholder farming and pastoral communities.
Although declared effective in May 2017,
implementation was seriously delayed until late
2019. Towards the end of FY20, 5 tons of
climate smart early generation seed, 65 tons of
climate smart certified seed, and 250 livestock
parent stocks have been produced. In FY21
these three indicators reached 328, 600, and
7700, respectively. These inputs are shared with
the counties as and when they are produced to
facilitate rapid adoption by farmers. The
project’s emergency component has been
triggered to respond to the locust infestation
that is severely impacting the livelihoods of
more than 3 million people in Kenya.

Source: Climate Smart Agriculture Project ISR
(October 2021, in which seed and livestock
indicators date from September 2020)

Achieved. County actions plans with concrete
climate risk management activities reflected in
the budget have been formulated in 45 counties
(all of Kenya’s rural counties) with associated
training, peer learning and other capacity
building activities supported by the Kenya
Accountable Devolution Program. Building on
lessons from the pilot initiative, the Financing
Locally-Led Climate Action Program will build on
and extend these results to all 47 counties.
Source: Devolution and Locally-Led Climate and
Disaster Risk Management Project Final Report;
Financing Locally-Led Climate Action Program
Concept Note.

e Priority. Issues of climate change should be at
the forefront of country dialogue and strategy
as they affect the achievement of
development objectives across the portfolio.

o Differentiated solutions. Communities in
partnership with county governments have a
critical role to play in identifying and
implementing differentiated, locally-
appropriate climate risk management
activities.

IBRD/IDA Lending:

Closed

e Kenya Livestock Insurance
Program TA

Ongoing

e Kenya Climate Smart
Agriculture Project (P154784)

e Regional Pastoral Livelihoods
Support Project (P129408)

e Kenya Accountable
Devolution Program —
Devolution and locally-led
Climate and Disaster Risk
Management Project
(P163600)

Advisory
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Devolved sectors using
citizen feedback
mechanism on service
delivery from 2 (2018) to
all devolved sectors
(2020)

Partly achieved. In line with Kenya’s constitutional requirement with
respect to citizen engagement, the MDTF-financed Kenya Accountable
Development Program is working with national and county governments
to make devolution respond to citizens’ needs through strengthened
institutions, improved service delivery and citizen engagement. Under its
social accountability and citizen engagement component, the project has
provided support to the national government to establish standards for
citizen engagement; and to counties to strengthen their capacities and
mechanisms for citizen participation the planning, budgeting, and
monitoring of services delivered across all devolved sectors (water,
health, urban, agriculture). Achievements under KADP Il (closed 12/19)
include:

. 20 counties trained in participatory budgeting, 10 of which are
actively implementing participatory budgeting with results
reflected in the County Integrated Development Plans and
budgets

. Greater inclusivity in select counties achieved through measures
such as implementing exercise at lower administrative level
(which increased the number of women) and dedicated
exercises for vulnerable groups (which increased input from
disabled populations).

° At OAG’s request, the establishment of the first Citizen
Accountability Audit Engagement Framework in Africa.

KDAP3 will focus efforts on citizen involvement in service delivery
oversight and feedback of budget execution and implementation of
citizen-prioritized investments.

Through the Kenya Devolution Support Project, all counties have in place
grievance redress mechanisms (GRM) related to service delivery.
. of these 20, 10 counties actively implementing participatory
budgeting. Greater inclusivity in participatory budgeting.
. Outcomes of participatory budgeting exercises reflected in the
County Integrated Development Plans and budgets.
According to the Annual Capacity & Performance Assessment Report
(2019-20), counties have made progress in building capacity in civic
education and institutionalization of communication frameworks.

e Leadership. Committed
leadership combined with
strong technical teams have
been key to the success of
citizen engagement efforts.

e Good practices. Highlighting
good practice examples can
be an effective approach to
helping build capacity in
other counties.

e FCV. Different delivery
modalities for building
county capacity are required
in insecure areas.

IBRD/IDA Lending:

Closed

o KE Water &
Sanitation Service
Improvement
(P096367)

e  KE Health Sector
Support Project
(PO74091).

e  KE Health Sector
Support Project
AF (P144197)

e  Kenya Informal
Settlements
Improvement
Project (P113542)

e Nairobi
Metropolitan
Services
Improvement
Project (P107314)

On-going

e Kenya
Accountable
Devolution
Program

e  Kenya Devolution
Support Project

e  Water and
Sanitation
Development
Project (P156634)

e  Transforming
Health Systems
for Universal Care
(P152394)

e Governance for
Enabling Service

76




Citizens are engaged in participatory planning and in the formulation of
relevant policies, budgeting forums and enactment of laws. The number
of counties with strengthened citizen education and public participation
increased from 63 percent in FY16/17 to 82 percent in FY17/18. The
citizens’ feedback performance areas showed slight improvement but
lacked evidence of engagement of citizen’s findings of the C-APR
implementation status report.

All World Bank-supported projects in devolved sectors seek citizen
participation to improve service delivery. In the water sector, for
example, projects involve communities in decision-making, including
through structured stakeholder consultations and communications
activities, community mobilization and behavioral change efforts,
grievance redress mechanisms, and activities that respond to expressed
concerns. Such engagements are yielding results such as the
establishment of local water treatment systems and water points, input
into improving the effectiveness of water sector institutions, and
community-implemented micro-projects. Additionally, under the WSDP,
the Water Services Regulatory Board (WASREB) is now seeking to
upgrade its earlier complaints handling mechanism, known as MajiVoice,
into a more digitized, updated, and integrated system that can provide an
interface with other utility processes and enhance accountability and
transparency. In the urban sector, KISIP improved living conditions in 115
informal settlements in selected counties by enhancing security of tenure
and improving infrastructure based on plans developed in consultation
with the community. Under KUSP, 30 out of 59 municipalities (40
percent) have held at least four citizen forums (public consultations
between urban board and residents) on planning, budgeting, budget
execution and other areas of public interest (FY2018). In addition, 31 out
of 59 municipalities have made their key public documents available only,
improving transparency and inclusion.

Source: Project ISRs; Ministry of Devolution & ASAL Annual Capacity &
Performance Assessment Report (FY19-20); KISIP ICR; WSDP ISR.

Delivery in Kenya
(P161387)

e  Kenya Urban
Support Program
(P157666)

ASA

e  Kenya Devolution
Working Paper 4.
Integrating Social
Accountability in
Healthcare Delivery

Domain of Engagement 3: Consistency and Equity — Delivering a Devolution Dividend

Outcome 8: Better Provision of Health and Sanitation Services by Counties (PLR: partially on track)
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i) Increase in percentage
of counties with
improved sanitation
performance as
measured by annual
benchmarking from 0
percent (2013) to 25
percent (2020)

(ii) Increase in number of
mothers delivering in
local health facilities
from 851,945 (2014) to
950,000 (2020)

(i) Increase in number
of people benefiting
under the project from a
connection to the
sewage system or from
improved septic sludge
management from 0
(2016) to 500,000 (2020)

Achieved. The trust-funded WSP until its closure supported
an annual benchmarking exercise in collaboration with the
Ministry of Health. Framework documents detailed building
blocks for improved sanitation performance. Although this
exercise is no longer undertaken, annual sector performance
reports reveal improved sanitation performance in 20
counties (11 under water projects and 9 under KUSP), or 43
percent exceeding the target of 25 percent.

Source: Ministry of Devolution & ASAL Annual Capacity and
Performance Assessment Report and staff reporting.

Achieved. This baseline was achieved under the Health
Sector Services Fund supported by the Health Sector Support
Project which closed in FY18 (surpassing the target of
550,000). Using the ‘number of skilled birth deliveries’ as a
proxy indicator, in Kenya 1,155,544 deliveries in 2019 were
attended by skilled health personal. The Transforming Health
Systems Project, which provides support towards this
outcome, reports an increase in number of deliveries
attended by skilled health personnel from 0 (2016) to 1.675
m (Jun 2018) to 3.075 m (Sep 2019) compared to a target of
4.66 m (Jun 2021).

Source: District HIS2; THSUCP ISR (Dec 2019).

Achieved. The number of people benefiting from a
connection to the sewage system or from improved septic
sludge management increased from 0 to 512,278 (2020).
Numerous WB projects contributed to the achievement of
this result: WaSSIP (343,300); NaMSIP (43,200), KISIP
(79,720), Nairobi Sanitation OBA | and Il (6,558); Kenya OBA
water fund (39,500). The Water and Sanitation Development
Project seeks to provide an additional 134,500 people with a
connection or the sewage system or improved septic sludge
management by end FY22.

Sources: WaSSIP ICR (Sep 2020); KISIP ICR (Aug 2020):
Nairobi Sanitation OBA1 and 2 ICR; NaMSIP ICR (April 2021);
WSDP Restructuring Paper (May 2021); and team
calculations to remove double counting.

o Integrated design. \Water

operations tackle constraints and
related needs at multiple levels:
source development and pipeline
investments; distribution and
transmission systems; lower-level
distribution systems and small
source and network linkages.
Water sector support thus
requires an integrated approach
that focuses on each level.

‘Last mile’. Large infrastructure
projects should consider and cost
household connections during
the planning phase or they risk
results not been realized.
Trade-offs. Community
interventions engender great
appreciation from beneficiaries
but add significant time and
effort to the implementation
process which should be
accounted for.

Contract management. Contract
enforcement is essential to
improving performance and
results. Weak contraction
management allows poor
contractor performance, often
delaying implementation and
increasing costs.

Improving service delivery. The
direct funding of health facilities
can potentially improve service
delivery and promote
transparency and accountability
but require well-defined roles

IBRD/IDA Lending:
Closed
= Kenya Health Sector Support

Project (P074091)

Kenya Water and Sanitation
Services Improvement
Project (P096367)

Nairobi Sanitation OBA
Project (P131512)

Nairobi Sanitation OBA Il
Project (P162248)

Kenya Informal Settlements
Improvement Project
(P1135542)

Ongoing
= Transforming Health Systems

for Universal Care (P152394)
Kenya Urban Support Project
(P156777)

Water and Sanitation
Development Project
(P156634)

Kenya Devolution Support
Program (P149129)

Kenya Statistics Program for
Results (P149718)

IFC:

KICP2

Advisory

Public Expenditure Review
PEFA Academy

Household Poverty Survey
Kenya Service Delivery
Indicators (P145457)
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Percent of counties with
a county performance
monitoring system
increase from 0 percent
(2013) to 20 percent of
47 counties (2020)

i) Timely submission of
consolidated annual
financial statements to
Parliament by the OAG
improved from within 10
months from year-end
(2016) to within 3
months (2020)

ii) Increase in number of
counties using IFMIS for
budget preparation and
execution, accounting,
and financial reporting

FY2016/17 to 80 percent in FY2018/19.

Source: MDTF; Ministry of Devolution Annual Capacity and

Performance Assessment Report (2019/20).

Partially achieved. By law, the service standard
is 6 (not 3) months. Both national and county
government audits for FY 16/17 were released
more than 12 months after the statutory
deadline. With support from the GESDeK
project, the audited financial statements for
FY17/18 were prepared according to quality
standards and released 7 months after receipt
by the OAG. The FY18/19 financial statements
have been prepared in a timely manner and in
line with improved methodology. Their
submission, however, has been delayed due to
the delay in the appointment of the AG.
Source: GESDeK ISR

Partially Achieved

Initially supported under the Kenya
Transparency and Communications
Infrastructure Project, the IFMIS was rolled out
and is functioning in all 47 counties. The IFMIS,

between central authority and
county levels.

o Political backing. Strong political
leadership and the backing of
governors are critical to the
establishment of effective County
Delivery Systems.

e Support to center. Successful devolution
requires a strong center to affect a collective
approach to problem solving that breaks down
silos.

e Risk mitigation. A graduated approach
tailored to the devolved context can help
mitigate fiduciary risks without undermining
the reform process. For example, the health
sector engaged an Independent Fiduciary
Agent while internal audit capacity is
strengthened.

e Limits to technology.

Technology is a tool not a system.
Implementation of IFMIS preceded adequate
diagnosis and definition of business processes.
A deep understanding of the uses and needs
from the client’s perspective must precede
support for technology.

Achieved. Supported by the World Bank-executed Multi-
donor Trust Fund Kenya Accountable Development Project,
28 percent of counties (13 of 47) operate successful County
Delivery Systems (2019), exceeding the target of 20 percent.
All 47 counties operate County Integrated M&E Systems to
monitor implementation of the County Integrated
Development Plans. The quality of the County Integrated
M&E Systems (measured through an Annual Capacity and
Performance Assessment) improved from 50 percent in

IBRD/IDA Lending:
Ongoing

IBRD/IDA Lending:
Closed

Ongoing

Kenya Devolution Support
Project (P149129)

MDTF Kenya Accountable
Devolution Project

Kenya Statistics Program for
Results (P149718)

RCIP; Kenya Transparency
and Communications
Infrastructure Project (P###)
Kenya Accountable
Devolution Program
(P133461)

Program to Strengthen
Governance for Enabling
Service Delivery (P161387)
Kenya Devolution Support
Project (P149129)

MDTF Kenya Accountable
Devolution Project

Kenya Statistics for Results
(P149718)

Governance for Enabling
Service Delivery in Kenya
(P161387)




from 10 (2014) to 37
(2020).

however, faces numerous challenges and is not
fully operational in all counties. Challenges
include: the lack integration of IFMIS with other
systems or modules, e.g., issues with the
revenue module prevents the direct capturing
of locally generated revenue into the IFMIS, e-
procurement integration limited to procure to
pay (now delinking); not all modules have been
activated, e.g., asset management, human
resources; internet connectivity challenges; and
the purposeful switching off of the IFMIS by the
National Treasury to temporarily prevent
spending. Targeted support to enhance the
effectiveness of IFMIS is being provided under
the PforR (P161387).

Source: TCIP ICRR; GESDek team.

Advisory:
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CLR Annex 2: Kenya FY14-20 CPS Lending Program — Proposed and Actual (USS)

Proposed in CPS FY14-17/PLR FY18-20

Actual (as of April 23, 2020)

FY14

National

Transport (US$204 m)

Transport Sector Support (US$204 m)

Social Safety Net (US$260 m)

National Safety Net Program (US$250 m)

Health Sector Support (US$41 m)

Health Sector Support Project (US$41 m)

Additional Financing for Cash Transfers (US$10 m)

Kenya Transparency and Infrastructure Additional Finance
(USS30 m)

FY14 Total (Planned) National: USS505 m

FY 14 Total (Actual) National: US5535 m

Regional

Pastoral Livelihoods/Community Development
(US$77 m)

Pastoral Livelihoods/Community Development (USS77 m)

Transparency and Communications (US$30 m)

Transparency and Communications (US$30 m)

FY14 Total (Planned) Regional: USS107 m

FY14 Total (Actual) Regional: US5107 m

FY14 Total (Planned): US$612 m

FY14 Total (Actual): US$642 m

FY15

National

Transport (US$100 m)

Petroleum Technical Assistance (US$50 m)

Energy (US$250 m)

Electricity Modernization Projects (US$450 m)

Coastal Region Water Security and Climate Resilience
(USS$200 m)

Coastal Region Water Security and Climate Resilience
(USS$200 m)

Devolution Support (US$120 m)

Financial Sector Support (US$37 m)

Better Statistics (US$50 m)

Water Security and Climate Resilience AF (US$58 m)

FY15 Total (Planned) National: USS720 m

FY 15 Total (Actual) National: US5795 m

Regional

EA Reg Transport, Trade and Development Facilitation
(US$500 m)

Lake Victoria Environmental Management AF (US$10 m)

FY15 Total (Planned) Regional: USSO m

FY15 Total (Actual) Regional: USS510 m

FY15 Total (Planned): US$720 m

FY15 Total (Actual): US$1,305 m

FY16

National

Statistics PforR (US$50 m)

Devolution Support Project (US$200 m)

Youth Employment and Opportunities Project (US$150 m)

Transforming Health Systems for Universal Care (US$150 m)

Kenya Electricity Expansion AF (USS68 m)

FY16 Total (Planned) National: not programmed

FY 16 Total (Actual) National: US5618 m

Regional

East Africa Public Health Networking Project AF (US$10 m)

Africa Higher Education Centers for Excellence (US$18 m)

FY16 Total (Planned) Regional: not programmed

FY16 Total (Actual) Regional: USS528 m

FY16 Total (Planned): not programmed

FY16 Total (Actual): US$646 m

FY17

National

National Agricultural and Inclusive Growth (US$200 m)

Climate Smart Agriculture (US$250 m)

National Safety Net Program AF (USS$50 m)




Water and Sanitation Development (USS$S300 m)

FY17 Total (Planned) National: not programmed

FY 17 Total (Actual) National: USS800 m

Regional

Development Response to Displacement Impact Project
(US$100 m)

FY17 Total (Planned) Regional: not programmed

FY17 Total (Actual) Regional: USS100 m

FY17 Total (Planned): not programmed

FY17 Total (Actual): US$900 m

FY18

National

Infrastructure Finance and PPP AF (US$50 m)

Kenya Infrastructure Finance PPP AF (US$50 m)

KenGen Guarantee Program (US$80 m)

KenGen Guarantee Program (US$80 m)

Industry and Entrepreneurship (US$50 m)

Industry and Entrepreneurship (US$50 m)

Aviation Modernization (US$85 m IDA & US$200 m IBRD)

(dropped)

Urban Support Program (US$300 m)

Kenya Urban Support Program (US$300 m)

Upper Primary and Secondary Education Quality
Improvement (US$200 m)

Kenya Secondary Education Quality Improvement
(US$200 m)

Disaster Risk Management CAT DDO (US$200 m)

Disaster Risk Management CAT DDO (US$200 m)

Off-grid Solar Access (US$150 m)

Kenya Off-grid Solar Access (US$150 m)

Governance for Improved Service Delivery (US$150 m)

Governance for Enabling Service Delivery (US$150 m)

IDA Guarantee for Nairobi-Nakura Toll Road IPP
(USS80 m)

(delayed to FY21)

FY18 Total (Planned) National: USS1,545 m

FY 18 Total (Actual) National: US51,180 m

Regional

East Africa Competitiveness Project

(dropped)

FY18 Total (Planned) Regional: not costed

FY18 Total (Actual) Regional: USSO m

FY18 Total (Planned): US$1,545 m

FY18 Total (Actual): US$1,180 m

FY19

FY19

National

Electricity Transmission Project

(delayed to FY21)

Mass Rapid Transport System Development

(dropped)

National Safety Net Program Phase 2

Kenya Economic and Social Inclusion (US$250 m)

Marine/Blue Economy

(delivered in FY20)

Kenya Mortgage Refinance Facility and Affordable
Housing PPP

Affordable Housing Finance Project (US$250 m)

Kenya Informal Settlements Improvement Project Il

(delayed until FY21)

Kenya Transparency Communications successor project

Kenya Digital Economy Acceleration Project (delayed to
FY21)

Inclusive Growth and Fiscal DPO (US$750 m)

FY19 Total (Planned) National: not costed

FY 19 Total (Actual) National: US51,000 m

Regional

Identity Card for Development (ID4D) (dropped)
Livestock Insurance Program (delivered FY18)
East Africa Competitiveness Project (dropped)
Lake Victoria Environment Management (dropped)
East and Central Africa Agricultural Transformation (dropped)

Skills for Africa’s Transformation and Regional
Integration (US$60 m)

North Eastern Transportation Improvement (US$500 m)

(delayed until FY21 and incorporated in regional Horn of
Africa Gateway Development Project US$750 m)
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FY19 Total (Planned) Regional: not costed

FY19 Total (Actual) Regional: USS60 m

FY19 Total (Planned): not costed

FY19 Total (Actual): US$1,310 m

FY20

FY20

National

Marine Fisheries and Socio-economic Development
(US$100 m IBRD)

Kenya COVID-19 Emergency Response Project (USS50 m)

Kenya Inclusive Growth and Fiscal Management DPO2
(US$750 m IDA & US$250 m IBRD)

Kenya GPE Primary Education Project (US$9.48 m)

State Owned Enterprises Reform Project (on hold)

FY20 Total (Planned) National: not costed

FY 20 Total (Actual) National: US51,159.48 m

Regional

Emergency Locust Response Project (US$43 m)

FY20 Total (Actual) Regional: US543 m

FY20 Total (Planned): not costed

FY20 Total (Actual): US$1,202 m

Kenya FY14-20 CPS Lending Program (Actual)

Total US$7,185.48 million
National US$6,337.48 million
Regional US$848 million

CLR Annex 3: Updated World Bank Kenya Lending Portfolio (as of end-FY21)

Project Name Commitments (US$ M) - Total

FY21
Second Kenya Informal Settlements Improvement Project 150.00
Horn of Africa Gateway (HoAGDP) 750.00
COVID-19 Health Emergency AF 50.00
Supporting Reforms for an Inclusive & Resilient Recovery DPO 3 750.00
Vaccines CHERP AF2 130.00

FY22
Supporting Access to Finance and Enterprise Recovery (SAFER) 100.00
Supporting Reforms for an Inclusive & Resilient Recovery DPO 3 750.00
Kenya Water Security & Climate Resilience Project AF 150.00
Financing Locally Led Climate Action Program 300.00
National Agricultural Value Chain Development Project 250.00
East Africa Regional Statistics Program 120.00
Groundwater for Resilience in the Horn of Africa 135.00
De-risking, Value Enhancement for Pastoral Economies in the Horn of Africa 147.00
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CLR Annex 4: World Bank Kenya ASA — Active (as of June 30, 2020)

Task ID Task Name Lead GP/Global Themes AIN Sign-Off Closing Date
P151359 | Impact Evaluation of Judicial Performance Improvement Project Other 15-Jul-2014 30-Jun-2021
P158650 | Kenya Petroleum Sector Support PA Energy & Extractives 11-May-2016 30-Jun-2021
P158664 | Road Safety in Kenya Other 15-Dec-2015 15-Oct-2021
P162969 | Sustainable and Efficient Health Financing in Kenya Health, Nutrition & Population 23-Jan-2017 30-Jun-2022
P163792 | Kenya - Long Term Finance for Infrastructure and Housing Finance, Competitiveness, and Innovation 22-May-2017 28-Feb-2021
P163853 | Tackling Non-Communicable Disease challenges in Kenya Health, Nutrition & Population 26-Apr-2017 30-Sep-2022
P164023 | Kenya Health Systems Strengthening for Universal Health Coverage Health, Nutrition & Population 16-May-2017 28-Jan-2021
P164229 | Job Creation and Entrepreneurship among Youths in Kenya: Impact Evaluations Social Protection & Jobs 14-Sep-2017 15-Jun-2022
P167505 | Kenya Coding Bootcamps Impact Evaluation Other 16-May-2018 30-Jun-2021
P168305 | Kenya Socio-Economic Monitoring Poverty and Equity 14-Aug-2018 30-Jun-2022
P169884 | Building State Capacity and National Unity with Market Design Education 06-Dec-2018 14-May-2021
P170836 | Refugee Urban Areas as Vibrant Cities Urban, Resilience and Land 20-Nov-2019 28-May-2021
P171275 | Kaizen 2.0 Microlearning with a Digital Brain Finance, Competitiveness, and Innovation 11-Oct-2019 31-Dec-2020
P171828 | Enhancing Access to Finance for MSMEs Finance, Competitiveness, and Innovation 06-Aug-2019 26-Feb-2021
P172218 | Kenya Urban Transport Dialogue Transport 06-Sep-2019 30-Jun-2021
P172285 | Kenya Trade integration Macroeconomics, Trade, and Investment 08-0Oct-2019 30-Jun-2021
P172378 | Technical Support to Agriculture Sector Reforms Agriculture and Food 09-Oct-2019 31-May-2021
P172438 | Strengthening Capacity for UHC Design and Implementation in Kenya Health, Nutrition & Population 09-Oct-2019 30-Jun-2021
P172947 | Kenya Refugee Education Policy Education 23-Dec-2019 31-Dec-2020
P173040 | Renewable Energy Development and Institutional Strengthening for Kenya Energy & Extractives 17-Apr-2020 30-Nov-2023
P173219 | Kenya Tax Administration and Policy Technical Assistance Macroeconomics, Trade, and Investment 15-Dec-2019 30-Jun-2021
P173814 | Interventions to Foster Employment of Refugees and Host Communities in Kenya Social Protection & Jobs 18-May-2020 03-Dec-2021
P174036 | Kenya Public Sector Improvement Program Governance 26-May-2020 30-Apr-2025
P174207 | Citizens for Service Delivery Social Sustainability & Inclusion 12-May-2020 30-Sep-2024
P174257 | Roadmap for Better Early Childhood Investments to Boost Human Capital in Kenya Health, Nutrition & Population 04-Jun-2020 31-May-2023
P174310 | Macro-Fiscal Management component of KADP I Macroeconomics, Trade, and Investment 29-May-2020 28-Jun-2024
P174899 | Enhancing sustainability and resilience of wildlife management in Kenya Environment, Natural Resources 19-Aug-2020 17-May-2021
P174961 | Kenya: Macroeconomics and Fiscal Programmatic Approach Macroeconomics, Trade, and Investment 11-Aug-2020 30-Jun-2022
P175146 | Core-Kenya Public Expenditure Review Module 2 Macroeconomics, Trade, and Investment 01-Sep-2020 30-Jun-2022
P175559 | Kenya Reform Plan TA - 2020 Macroeconomics, Trade, and Investment 07-Oct-2020 31-May-2021
P175868 | Kenya Aviation Outlook Transport 18-Nov-2020 28-Jun-2021




CLR Annex 5: IFC Kenya - Committed Portfolio FY14-20%? (including Advisory)

IFC Committed Investment Portfolio

Committed portfolio | FY14 FY15 FY16 FY17 FY18 FY19 FY20
(USSm) 812.5 842.0 891.4 890.8 929.9 884.0 887.3
Portfolio by sector (percent)
FIG 60 62 63 68 71 67 71
INR 24 22 20 14 13 13 12
MAS 15 14 16 17 15 18 16
CDF 2 2 1 2 1 1 1
IFC Advisory Portfolio

FY14 FY15 FY16 FY17 FY18 FY19 FY20
Advisory portfolio 33.0 30.3 41.6 453 25.6 45.6 60.4
Portfolio by sector (percent
FIG 3.0 9.9 8.7 8.2 15.2 24.6 18.4
MAS 3.0 0.0 6.7 6.6 11.7 11.2 41.2
INR 0.0 0.0 0.0 0.0 16.0 8.6 3.8
CDF 0.0 0.0 0.0 0.0 4.3 2.4 3.6
Corporate Governance 0.0 5.9 5.0 4.6 8.2 6.6 5.1
Economics and private 0.0 0.0 0.0 0.0 0.0 2.2 0.2
sector development
E&S Sustainability 1.8 0.0 0.0 0.0 0.0 0.0 0.0
Corporate Finance 0.0 0.0 0.0 0.0 0.4 0.0 0.0
Services
Cross-industry advisory 15.5 22.4 19.0 22.1 0.0 0.0 0.0
PPP 17.6 2.3 3.4 2.4 8.2 4.6 0.2
Finance and markets 19.4 12.9 9.4 9.9 0.0 0.0 0.0
Trade and 39.4 38.3 38.7 36.2 0.0 0.0 0.0
competitiveness
Equitable growth, finance, 0.0 0.0 0.0 0.0 17.6 29.4 27.6
and institutions
Health, nutrition, and 0.0 8.6 9.4 9.9 18.4 10.3 0.0
population

42 Though this CLR formally covers the previous CPS ending in FY20, it should be noted that Kenya remains of
critical importance to IFC in sub-Saharan Africa. At end-FY21, IFC's committed investment portfolio in Kenya
reached US$940 million: 74 percent in the financial sector, 15 percent in manufacturing, agribusiness and
services, 9 percent in infrastructure and 2 percent in funds. By June 30, 2021, US$110 million under the global
Financial Institutions Group Response Envelope was deployed to the Kenyan financial sector to support SMEs
during the pandemic. On the advisory side, total funds under management amounted to approximately US$62.0
million, supporting work across all four business lines (access to finance, sustainable business, public-private
partnerships, and investment climate).
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CLR Annex 6: MIGA’s Guarantee Portfolio in Kenya (as of end-June 2020) %3

Effective
Gross
Date of ) Investor )
Project Investor Name Business Sector Exposure
Contract of Country
(USS mn)
Guarantee
May-12 Thika Power Limited Absa Capital South Africa Infrastructure 22.8
Standard Bank of
Jun-14 Gulf Power Limited . South Africa Infrastructure 13.1
South Africa Limited
Tri hP G ti The Standard Bank of
Jun-13 riumph Fower Lenerating € >tan .ar . a-n © South Africa Infrastructure 101.6
Company Ltd South Africa Limited
Dec-19 Barclays Bank Kenya Ltd ABSA Group LTD South Africa Financial 109.7
TOTAL 247.3

43 Although this CLR formally covers the last CPS period ending in FY20, it should be noted that MIGA continued
to expand its guarantee operations in Kenya in FY21. At end-June 2021, MIGA’s portfolio had reached US$461
million in guarantees covering the energy, financial and road sectors. The six projects in the portfolio include
two legacy thermal power projects, an off-grid energy access project, a financial services project and two
projects in the roads sector. MIGA has also guaranteed US$424 million of commercial financing for the regional
Trade and Development Bank (of which Kenya is a member) to expand its trade finance activities in member
countries, including support to COVID-19 related trade finance transactions. In FY22, MIGA guaranteed a mobile
money project in Kenya. The pipeline of future projects is strong, with additional potential projects in the roads
sector, including under the Kenya Roads Annuity Program and, working with the Bank and IFC, the Nairobi-
Nakuru-Mau Summit Highway project.
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Annex 3. Indicative Lending Program for IDA20

1. Table 3 below includes the indicative lending program for IDA20 and IBRD during the IDA20
Replenishment period — FY23-FY25. The CPF envisages using a blend of IBRD and IDA financing in ways
that are aligned with Kenya’s stated development priorities, consistent with the SDFP, and support
Kenya’s objective to move, over time, toward Low risk of debt distress. Specific amounts will be
determined during project negotiation, based on client need, support from other development partners
and WBG comparative advantage. Actual IBRD lending will depend on factors including country and
program performance, global economic developments which affect IBRD’s financial capacity, and demand
by other Bank borrowers. Referenced IDA volumes for lending in FY23-FY25 including PBA are indicative
and only serve to indicate relative sizes of various program. Actual PBA allocations will be determined
annually and will depend on: (i) total IDA resources available; (ii) the number of IDA-eligible countries; (iii)
the country’s performance rating, per capita Gross National Income (GNI), and population; (iv)
implementation of IDA20 Sustainable Development finance Policy (see Annex 4); and (v) the performance
and other allocation parameters for other IDA borrowers. Regarding IDA20 windows, Kenya is expected
to benefit from:

(a) the Regional Window (RW);

(b) the Window for Host Communities and Refugees (WHR) - In line with the GoK’s new strategy
focusing on building self-reliance and integration of service delivery for refugees and host
communities, some operations could potentially include WHR financing;

(c) Concessional Shorter-Maturity Loans under the Scale-Up Window;

(d) the Crisis Response Window (CRW), if and when the CRW triggers and criteria are met; and

(e) the Private Sector Window under which private sector entities in Kenya’s national and sub-
national regions may be eligible for support when partnering in projects with IFC and MIGA.

Table 3: Indicative Lending Program for IDA20 (USS million)

PG Instr Project name and ID Total

Multi DPF DPO 5 tbd

EFI Guarantee Long-term Finance for PPP/NNM Toll Road Guarantee (P165545) 80

Multi PforR Integrated Devolution and Urban Support Program (P177048) 300

FY23 INFRA IPF Digital Economy Acceleration Project MPA1 (P170941) 350
INFRA IPF Expansion of Sustainable Access to Electricity Program MPA1 (P176698) 230

SPJ IPF National Youth Opportunities for Advancement (P179414) 200

Multi IPF Urban Mobility Improvement Project MPA1 (P176725) 300

EFI IPF Governance Improvement tbd

Multi IPF Women’s Economic Empowerment tbd

Fy24 EFI IPF Jobs and Economic Transformation (P179381) 150
HD PforR Building Resilient and Responsive Health Systems (179698) 200

Multi IPF Early Childhood Development tbd

SD IPF Watershed Services Improvement Program MPA1 (P178850) 200

SD PforR Water, Sanitation and Hygiene Program (P179012) 200

Multi DPF DPO 6 tbd

HD PforR Secondary Education 2 tbd

FY25 HD PforR Social Projection 2 tbd
INFRA PforR Rural Roads tbd

SD IPF Urban Water and Sanitation tbd
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Table 4: Project Names, Codes and Abbreviations

ACEIl Second East & Southern Africa Higher Education Centers of Excellence Project P151847
AffHous Affordable Housing Finance Project P165034
CatDDO Disaster Risk Management Development Policy Credit with a Catastrophe Deferred | P161562
Drawdown Option
Covid19 COVID-19 Health Emergency Response Project P173820
CWSCR Coastal Region Water Security and Climate Resilience Project P145559
DPO2 Inclusive Growth and Fiscal Management DPO 2 P172321
DPO3 Accelerating Growth DPO1 P175251
DPO4 Accelerating Reforms DPO2 P176903
DRDIP Development Response to Displacement Impacts in HoA Project P161067
DRIVE De-risking, Inclusion & Value Enhancement of Pastoral Economies in the Horn of P176517
Africa
EARTTDF East Africa Regional Transport, Trade & Development Facilitation P148853
EAStats Eastern Africa Regional Statistics PforR P176371
EASTRIP East Africa Skills for Transformation & Reg Integration P163399
ECDP Early Childhood Development Project
Elec Access | Expansion of Sustainable Access to Electricity Program P176698
Elec Hway Eastern Electricity Highway Project under First Phase of the Eastern Africa Power P126579
Integration Program
Elec Mod KE Electricity Modernization Project P120014
ELRP Emergency Locust Response Program P173702
FLLOCA Financing Locally-Led Climate Action Program P173065
FSSP Financial Sector Support Project. P151816
GESDEK Program to Strengthen Governance for Enabling Service Delivery and Public P161387
Investment in Kenya
Govimprov | Governance Improvement Project
GWater Horn of Africa Groundwater for Resilience Program P174867
HoAGDP Horn of Africa Gateway Development Project P161305
INFRA/PPP | Infrastructure Finance/PPP project P121019
JET Kenya Jobs and Economic Transformation P179381
JPIP Judicial Performance Improvement P105269
KCSAP Kenya Climate Smart Agriculture Project P154784
KDEAP Kenya Digital Economy Acceleration Project P170941
KDSP Kenya Devolution Support Project P149129
KEMSFED Kenya Marine Fisheries and Socio-Economic Development Project P163980
KEPTAP Kenya Petroleum Technical Assistance Project P145234
KIDUSP Kenya Integrated Devolution and Urban Support Program P177048
KIEP Kenya Industry and Entrepreneurship Project P161317
KISIP2 Second Kenya Informal Settlements Improvement Project P167814
KOSAP Kenya Off-grid Solar Access Project for Underserved Counties P160009
KPEELP Kenya Primary Education Equity in Learning P4R P176867
KSEIP Kenya Social and Economic Inclusion Project P164654
KStats Statistics Program for Results P149718
KUSP Kenya Urban Support Program P156777
KWASH Kenya Water Sanitation and Hygiene Program P179012
KWSCR Kenya Water Security and Climate Resilience Project P117635
KYEOP Youth Employment and Opportunities P151831
NARIG National Agricultural and Rural Inclusive Growth Project P153349
NAVCD National Value Chain Devt Project P176758
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NNM Long-term Finance for PPP/ Nairobi-Nakuru Toll Road Guarantee P165545
NSNP National Safety Net Program for Results P131305
NYOTA National Youth Opportunities Towards Advancement Program P179414
PandPrep Africa Regional Pandemic Preparedness Project

Pastoral RI-Regional Pastoral Livelihoods Resilience P129408
PHLN East Africa Public Health Laboratory Networking P111556
RurRoad Rural Roads Project

SAFER Supporting Access to Finance and Enterprise Recovery Project P175017
SEQIP Secondary Education Quality Improvement Project P160083
SEQIP2 Secondary Education Quality Improvement Project 2

SocProt2 Social Projection Project

THS Transforming Health Systems for Universal Care P152394
UHC Building Resilient and Responsive Health Systems P179698
UrbMob Kenya Urban Mobility Improvement Project P176725
UWASH Urban Water and Sanitation

WatSanOBA | Urban Water and Sanitation OBA Fund for Low Income Areas P132979
WomEcEmp | Women’s Economic Empowerment

WSDP Water and Sanitation Development Project P156634
Wshed Kenya Watershed Services Improvement Program P178850
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Annex 4: Macro-Fiscal Indicators and SDFP Implementation

1. Forecast. Kenya’'s economic growth prospects are broadly favorable, with growth projected to
moderate to 5.5 percent in 2022 from 7.5 percent in 2021. The uncertainties of the COVID-19 pandemic,
the war in Ukraine, and adverse weather conditions pose significant risks, including for debt and fiscal
consolidation. Inflation could temporarily rise beyond the CBK’s upper bound (7.5 percent) as global
commodity prices continue to surge. In view of the elevated risks to inflation, the CBK took action and
raised interest rates by 50 basis points in May 2022, and a further narrowing of policy space could
negatively impact growth. Continued progress on fiscal consolidation will be essential, which will require
building on recent revenue mobilization improvements and cutting wasteful spending (such as
untargeted fuel subsidies).

2. Debt sustainability. Total gross public debt to GDP rose to 67.8 percent (March 2022). The COVID-
19 pandemic halted fiscal consolidation, contributing to high fiscal deficits; the fiscal deficit rose from
8.1 percent of GDP in FY 2019/20 to 8.5 percent in FY 2020/21 and then eased slightly back to 8.1
percent in FY 2021/22%. The government aims to reduce the fiscal deficit to 6.2 percent of GDP in FY
2022/23, to be financed through a mix of external borrowing (2 percent of GDP) and domestic
borrowing (4.2 percent of GDP). The proposed FY2022/23 budget is expected to address the public debt
burden through a revenue-driven fiscal consolidation strategy and a rationalization of tax expenditures.
Over the years, Kenya has shown its ability to respond and adapt to macroeconomic shocks thereby
maintaining a stable macroeconomic environment across various administrations.

Table 5: Kenya - Key Macroeconomic Indicators

2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025 | 2026 | 2027

Act. Act. Act. Act. Proj. | Proj. | Proj. | Proj. | Proj. | Proj.

Real economy (Annual percentage change, unless otherwise indicated)

Real GDP 5.6 5.2 -0.3 7.5 5.5 5.0 53 53 5.6 5.5
Private consumption 4.7 5.0 -2.5 6.2 54 5.0 5.2 53 5.6 5.7
Government consumption 7.0 5.6 3.0 5.7 6.6 5.3 5.2 4.6 4.7 5.3

Gross fixed capital investment | -0.4 4.5 2.5 10.9 7.1 7.6 8.2 9.9 8.5 7.8

Exports, goods and services 6.8 -3.2 -8.8 12.9 6.2 7.4 7.8 8.2 8.2 8.0

Imports, goods and services 1.4 1.8 -9.2 189 | 6.8 8.3 8.3 10.5 9.1 9.2

GDP per capita (constant USS) | 3.2 2.8 -2.5 5.1 3.2 2.7 3.0 2.9 3.2 3.2

Prices and monetary accounts | (Annual percentage change, unless otherwise indicated)

Consumer price index 4.7 5.2 5.3 6.1 7.3 6.4 5.5 5.0 5.0 5.0

Broad money (M3) 10.1 5.6 13.2 6.1

Credit to private sector 2.4 7.1 8.5 8.5

Policy rate (CBR*, percent) 9.0 8.5 7.0 7.0

NPLs (percent of total loans) 10.0 10.0 12.2 11.1

Fiscal accounts (Percent of GDP)

Total revenue and grants 17.4 17.2 16.4 16.5 17.3 18.1 18.4 18.4 19.1 19.0
Expenditure 246 | 24.7 | 24.2 24.8 24.6 23.3 22.5 21.9 22.8 | 21.3
Overall balance (inc. grants) 7.1 -7.5 -7.8 -8.2 71 -5.2 -4.2 -3.6 -3.6 -2.3
Public gross nominal debt 57.9 59.6 66.0 67.9 67.8 66.2 63.5 60.2 58.4 55.1

Balance of payments

(Percent of GDP, unless otherwise indicated)

44 Kenya 2022 Budget Statement for FY 2022/23.
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Current account balance -5.4 -5.2 -4.8 -55 -6.0 -55 -5.0 -5.3 -5.5 -3.4

Exports (goods and services) 12.5 11.4 9.7 10.6 13.0 13.6 14.3 14.3 14.3 14.3

Imports (goods and services) 21.9 20.3 17.7 20.3 21.6 219 224 26.4 26.0 25.7

Foreign direct investment 1.6 0.9 0.5 0.2 0.6 0.8 0.9 1.0 1.6 1.8
Gross intl reserves (USS bn) 8.2 9.1 8.3 9.5
Months of import cover 53 5.5 5.1 5.6
Exchange rate (KES/USS, avg.) | 101.3 | 102.0 | 106.5 | 109.6
Memo: (USS, billion)

GDP at current market prices | 92.2 | 1004 [1006 1206 |.. . . . [. |.

Notes: *Central Bank Rate
Sources: KNBS, CBK, World Bank projections

3. Kenya has implemented key reforms under the SDFP. Since July 1, 2020, as an IDA eligible, blend
country at High risk of debt distress, Kenya is subject to the preparation of PPAs.

4. Fiscal sustainability: Under the FY21 PPAs, Kenya approved new PIM regulations covering all phases
of the PIM cycle (including the identification, economic appraisal, selection, implementation, and
monitoring and evaluation of all proposed, active, and completed projects). In addition, an inventory of
all PIM projects in three key sectors (education, health, and infrastructure) that were active and sizeable
items in the capital budget was completed. Under the FY22 PPAs, a cabinet decision now requires
rationalization of the public investment project portfolio using criteria that include: (a) the completion
progress of the project; (b) the adequacy of financing needed to complete the project beyond the
current budget cycle; (c) the status of the project across other development priorities; and (d) the
availability of sufficient data to measure project implementation progress and impact.

5. Debt transparency: The FY21 PPAs identified publishing annual debt reports a key priority. Along
with the latest audited statement of public debt, the National Treasury also published an external debt
register. Under the FY22 PPAs, an enhanced annual debt report was published with expanded coverage
to include the outstanding debt (in nominal local or foreign currency amounts, as appropriate) of the
18 State Owned Enterprises (SOEs) posing the largest fiscal risks. This provides the basis upon which all
SOE liabilities will be included in consolidated debt statistics and included in the DSA. The report is
available on the National Treasury website.
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Annex 5: Kenya Country Program expected contributions to IDA20 Commitments

IDA20 SPECIAL THEMES - TIER 1

Climate Change

CO2 emissions (metric tons per capita)

Countries without wealth depletion (%)

Countries without natural capital wealth depletion (%)

Average annual deforestation change (percent)

Marine protected areas (% of territorial waters)

Gender and Development

Legal changes that support gender equality (number of legal changes)

Ratio of female to male labor force participation rate (%)

Maternal mortality ratio (number of maternal deaths per 100,000 live births)

Proportion of births attended by skilled health personnel (%)

NN N

Contraceptive prevalence by modern methods (% of women ages 15-49)

Adolescent fertility rate (number of births per 1,000 women ages 15-19)

Fragility, Conflict and Violence

Refugees by country or territory of asylum (million)

Internally displaced persons, total displaced by conflict and violence (million)

Jobs and Economic Transformation (JET)

GDP per person employed (constant 2011 PPP USS)

Non-agriculture sectors, value added (as % of GDP)

Annual growth rate of real GDP per capita (%)

Proportion of population with access to electricity (%)

Youth employment to population ratio (age 15-24) (%) - Youth employment to population ratio
(age 15-24), women (%) - Youth employment to population ratio (age 15-24), men (%)

NN

Proportion of adults (15 years and older) with an account at a bank or other financial
institution or with a mobile money service provided (%)

Proportion of adults (15 years and older) with an account at a bank or other financial
institution or with a mobile money service provided, bottom 40% (%)

Human Capital

Prevalence of stunting among children under 5 years of age (%)

AN

Under-5 mortality rate (number of under-five deaths per 1,000 live births)

Incidence of HIV (% of uninfected population ages 15-49)

Population of children who cannot read by end-of-primary-school age (%)

Lower secondary gross completion rate (%)

Ratio of girls’ to boys’ completion rate

Lower secondary enrollment rate (%)

Ratio of girls’ to boys’ enrollment rate

ANEANERNEENIRN

People using basic drinking water services (% of population)

People using basic sanitation services (% of population)

IDA20 CROSS-CUTTING ISSUES — TIER 1

Debt

IDA countries with low or moderate risk from unsustainable debt (number)

Governance and Institutions

IDA countries with improved budget reliability, transparency of public finances, and control in
budget execution (number)

Statistical Performance Indicators (score from 0 to 100)

IDA countries with increased tax fairness and progressivity (number)

Unweighted average increase in tax-to-GDP ratio in at least those IDA countries with tax
revenues below 15 percent of their GDP for three consecutive years (%)
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Technology

Individuals using the internet (% of population in IDA countries)

Crisis Preparedness

Prevalence of undernourishment (% of population in IDA countries)

IDA20 SPECIAL THEMES - TIER 2

Climate Change

Generation capacity of renewable energy (GW)

Net GHG emissions (total CO2 equivalent/year)

People provided with access to clean cooking (million)

IDA countries supported to implement and/or update their NBSAPs (number)

IDA countries with completed Country Climate and Development Reports (CCDRs) (number)

ANIN

FCS supported in building capacity to use field-appropriate digital open-source tools for
collection and analysis of geo-tagged data, and apply this technology to enhance project
implementation and coordination (number)

Jobs and Economic Transformation (JET)

Farmers adopting improved agricultural technology (million)

Area provided with new/improved irrigation or drainage services (Ha)

People provided with new or improved electricity service (million)

Beneficiaries reached with financial services supported by World Bank operations (million) -
People - Businesses

NN NS

Beneficiaries in IDA countries of job-focused interventions (million)

People with enhanced access to transportation services (million)

People provided with improved urban living conditions (million)

ANIANIRN

Human Capital

Beneficiaries of social safety net programs (million)

People who have received essential health, nutrition and population services (million) (Indicator
reporting total from sub-indicators 16, 17 and 18 below)

Children Immunized (million)

Women and children who have received basic nutrition services (million)

Deliveries attended by skilled health personnel (million)

COVID-19 vaccine doses administered (million)

Large-scale assessments completed at primary or secondary level (number)

People provided with access to improved water sources (million)

People provided with access to improved sanitation services (million)

IDA20 CROSS-CUTTING ISSUES — TIER 2

Debt

IDA countries publishing annual and timely public debt reports (number)

Governance and Institutions

IDA countries provided statistical capacity building support by the WBG for the
implementation of household surveys (number)

Countries collecting disability data with IDA support (number)

Technology

People provided with enhanced access to broadband internet (million)

Crisis Preparedness

Countries supported toward institutionalizing disaster risk reduction as a national priority with
IDA support (hnumber)

Countries integrating adaptive social protection into national systems with IDA support
(number)
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Annex 6. Development Partnerships

Agriculture World Bank, IFAD, EU, FAO, Sweden, Germany
Outgoing Chair: IFAD; Incoming World Bank
Education World Bank, GPE, UNESCO, AfDB, WFP, UNHCR, UK and Netherlands.
Chair: UNESCO
Energy World Bank, EIB, KfW, AfDB, USAID, France, and Japan
Chair: EIB
Devolution World Bank, Denmark, UNDP, USAID, UK — Chairs: World Bank and Denmark
Digital Development  World Bank, UK, UNICEF, USAID, EU, Germany
Chair: UK

Governance and PFM  World Bank, Germany, EU, US Treasury, UNICEF, Sweden and Denmark
Chairs: UNICEF (PFM) and UNDP (Governance)

Health World Bank, USAID, UK, Demark
Chair: UK

Macroeconomic Policy World Bank, IMF, EU, AfDB, France

Private Sector Devt World Bank, UK, EU, USAID, France
Chair: World Bank and UK

Social Protection World Bank, WFP, UNICEF, UK
Chair: UK
Transport World Bank, KfW, EU, France and Japan

Chairs: World Bank and EU

Urban Development  World Bank, EU, France, UK

Water and Sanitation World Bank, AfDB, EU, UK, USAID, Japan, France, Germany, Netherlands, Sweden
Outgoing Chair: USAID; Incoming Chair: World Bank & Netherlands
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Annex 7. Summary of CPF Consultations

1. The consultative process informing this CPF was unprecedented in its range and scope. An intensive
consultation process was launched in late October 2021 and was concluded in April 2022. During this
period, the WBG undertook more than 31 consultations with approximately 500 participants representing
several important stakeholders. These included: government, private sector, civil society organizations,
youth, development partners, Ambassadors and Heads of Cooperation, media, indigenous peoples’
organizations, and Kenyans living with disabilities. Sessions were also convened with senior women
leaders in the public sector, the National Assembly, County Governors, leading Kenyan CSOs,
representatives of Kenya’s diaspora, and the National Treasury. To minimize COVID risks, almost all
consultations were held virtually which allowed the drafting team to hear from a diverse set of voices
from within as well as outside Kenya. The CPF team also established an online CPF consultation tool that
complemented the CPF consultations and, in commencing later in FY23, will allow for feedback and input
during the CPF’s implementation to facilitate ongoing Monitoring, Evaluation, and Learning (MEL).

2. Several stakeholders took the opportunity to outline their priorities and concerns. Several
consultation participants voiced their concerns with Kenya’s level of indebtedness, waning
competitiveness, corruption, and the capacity of County-level institutions to deliver the promised
devolution dividend. Many stakeholders noted the significant impact of COVID-19 while also stressing the
opportunity it presents to (re-)build systems that can support more inclusive and resilient growth.
Stakeholders also encouraged the World Bank to give more attention to institutional reforms and
coordination to drive women’s economic empowerment and new opportunities for youth employment.

3. The consultations affirmed the CPF’s focus on inequality. Stakeholders voiced strong support for the
WBG’s stronger focus on helping Kenya identify and address the underlying factors driving inequality. In
addition to supporting the Bank’s investments in survey data to better understand spatial inequalities, the
consultations revealed strong support for initiatives that would level the playing field by opening
opportunities and resources to groups and communities normally left behind. In addition to women and
youth from far-flung rural areas, this also included historically under-served communities and people
living with disabilities. In addition to financing, stakeholders also urged the WBG to use its convening
power and knowledge to drive a more structured dialogue on how inequality can be addressed.

4. Program selectivity was identified as an important area needing attention. Stakeholders suggested
improving the criteria used to identify CPF interventions to have a stronger impact across but also within
sectors where international assistance is necessary and can have a significant positive impact. Possible
criteria could include closing the last mile in service delivery, ensuring attention to important cross-cutting
concerns (such as gender and climate change), opportunities to leverage private sector expertise and
financing, and pursuing deeper engagements in those sectors where the WBG has seen positive traction.

5. Stakeholders highlighted the importance of multi-sectoral operations. Given the complexity of
Kenya’s development challenges, several felt that single sector interventions may no longer be adequate.
As Kenya seeks to become an upper middle-income country and continues to strengthen its approach to
decentralization, development interventions will need to address a growing set of risks and possible
shocks (many related to climate change but also other exogenous shocks, as COVID-19 has shown). Multi-
sector support would also set a stronger foundation for achieving local development objectives in the
context of devolution. Over time, these could strengthen the data and feedback necessary to inform
future development plans and the design of the inter-governmental fiscal transfer system.

6. Stakeholders also identified several themes that they felt deserved stronger attention:
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Prioritize inclusion through cross-cutting interventions that seek to help more vulnerable groups and
communities. Interventions should have independent results verification. Kenya is likely to face
shocks of growing intensity and frequency which will require particular attention to building
local/community-based systems of resilience to support poor/vulnerable households.

Tackle climate change by promoting modern agricultural practices, advancing climate-smart
manufacturing and construction (with smart technologies that minimize pollution), as well as taking
steps to conserve fragile ecosystems by optimizing the use of traditional knowledge.

Include Kenya’s women in the formulation, execution and evaluation of interventions across a range
of sectors. Possibilities include the impact on household well-being, rural productivity, and support
for women’s economic empowerment. Women should also be involved in evaluating the impact of
reforms that may not, at first glance, seem to have a direct impact on their lives but indeed have a
significant impact (e.g., macroeconomic or power sector reforms).

Sustain efforts to build momentum for Kenya’s fiscal consolidation. Several interlocutors argued that
the WBG has a critical role to play in supporting better expenditure prioritization, reducing waste and
duplication, supporting SOE reforms, and strengthening county-level revenue mobilization.

Fast track a comprehensive agenda of investments in Kenya’s north and northeastern counties. A
concentrated approach to support necessary infrastructure (roads, water, electricity, education, and
health), conflict resolution, livelihood diversification as well as improved governance (e.g., PFM
capacity) will help ensure that Kenya’s conflict-affected counties are not left behind.

Accelerate private sector investments by broadening approach to leverage sector-specific private
equity funds and facilitate county-level PPPs. Efforts to address policy and market weaknesses that
distort the costs of doing business as well as support for young entrepreneurs will reduce the burden
on the government fiscus while also helping Kenya’s youth. Give careful attention to the private
sector’s role in service delivery, including through careful and effective regulation.

Support and partner with Kenya’s indigenous peoples® in the development of their communities.
Dedicated engagement and funding will be essential. The Bank and other actors should move from
“information-sharing, exchanges, and training to livelihoods support” that is focused on historically
marginalized groups. In this regard, there is need to support IPs to pilot the implementation of the
constitutional provisions and policies that apply to them. FLLOCA was cited as a possible starting point.
Similar efforts should be taken to include people living with disabilities.

Equip Kenya’s youth with relevant skills under an integrated human resource development strategy
that facilitates access to skills, credit, and allows them to pursue opportunities across a range of
sectors (e.g., ICT, climate smart farming, arts, fashion and music).

Promote public sector effectiveness through legislation that: enhances transparency (including
through better and more transparent data); empowers citizens to hold national and county
administrations accountable; and enables anti-corruption watchdogs to recover public assets through
alternative measures (e.g., asset freezes and seizures) given the difficulty of securing convictions.
Support devolution and urban renewal in Kenya’s cities by building the capacity of county
governments and assemblies to execute mandates in closer compliance with the Public Finance
Management Act. Build capacity and close administrative gaps to help counties raise more own-
source revenues to supplement national resources.

Draw on lessons from the COVID-19 pandemic to build the resilience of households and local
communities to withstand shocks.

4 As per ESS7, World Bank terminology is Indigenous Peoples/Sub-Saharan African Historically Underserved
Traditional Local Communities (IP/SSAHUTLC).
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Annex 8. Selected Indicators* of World Bank Portfolio Performance and Management

(as of 08/18/2022)
Indicator FY19 FY20 FY21 FY22
Portfolio Assessment
Number of Projects Under Implementation @ 28.0 27.0 25.0 24.0
Average Implementation Period (years) ® 3.9 3.9 4.4 4.2
Percent of Problem Projects by Number 2 25.0 11.1 20.0 8.0
Percent of Problem Projects by Amount - 22.3 10.6 17.6 4.9
Percent of Projects at Risk by Number 2’ 35.7 18.5 24.0 20.0
Percent of Projects at Risk by Amount 2" 43.0 17.6 18.6 13.4
Disbursement Ratio (percent)® 15.6 21.8 22.8 17.7
Portfolio Management
CPPR during the year (yes/no)
Supervision Resources (total USS)
Average Supervision (USS$/project)
Memorandum Item Since FY80 Last Five FYs
Proj Eval by IEG by Number 136 11
Proj Eval by IEG by Amt (US$ millions) 7,172.3 2,216.2
percent of IEG Projects Rated U or HU by Number 50.7 9.1
percent of IEG Projects Rated U or HU by Amt 30.8 2.7

. As shown in the Annual Report on Portfolio Performance (except for current FY).
. Average age of projects in the Bank's country portfolio.

o 0 T o

. As defined under the Portfolio Improvement Program.

. Percent of projects rated U or HU on development objectives (DO) and/or implementation progress IP).

e. Ratio of disbursements during the year to the undisbursed balance of the Bank's portfolio at the beginning of the year:

Investment projects only.

* Allindicators are for projects active in the Portfolio, with the exception of Disbursement Ratio, which includes all active

projects as well as projects which exited during the fiscal year.
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Annex 9. Operations Portfolio (IBRD/IDA and Grants)

as of 07/31/2022
Closed Projects 170
IBRD/IDA*
Total Disbursed (Active) 3,518.50
of which has been repaid (1) 31.72
Total Disbursed (Closed) 10,936.85
of which has been repaid 3,457.28
Total Disbursed (Active + Closed) 14,455.34
of which has been repaid 3,458.01
Total Undisbursed (Active) 2,479.25
Total Undisbursed (Closed) 6.46
Total Undisbursed (Active + Closed) 2,485.71
Active Projects Last ISR Rating Original Amount in US$ Millions Diff bet Exp & Actual Disb'
Proj ID Project Name Devt Obj Imp Prog FY IBRD IDA Grants Cancel’d Undisb Orig Frm Rev'd
P176867 Primary Education Equity in Learning Program S S 0.0 200.0 0.0 0.0 188.8 93.5 0.0
P176758 National Agricultural Value Chain Devt Project 0.0 250.0 0.0 0.0 234.9 43.2 0.0
P176903 Accelerating Reforms for an Inclusive & Resilient Rec DPF 2 230.0 520.0 0.0 0.0 0.0 13.3 3.6
P175017 Supporting Access to Finance and Enterprise Recovery S S 0.0 100.0 0.0 0.0 91.0 30.6 63.6
P173065 Financing Locally-Led Climate Action Program S S 0.0 150.0 0.0 0.0 144.2 0.0 0.0
P167814 Second Kenya Informal Settlements Improvement Project S MS 0.0 150.0 0.0 0.0 157.8 0.0 0.0
P173820 Kenya Covid-19 Health Emergency Response Project S MS 0.0 230.0 0.0 0.0 150.4 7.2 0.0
P163980 Marine Fisheries and Socio-Economic Development Project MS MU 0.0 100.0 0.0 0.0 87.9 155.9 17.1
P160157 KTDA Small Hydro Programme of Activities MS MS 0.0 0.0 5.1 0.0 0.0 0.0 24.8
P165034 Kenya Affordable Housing Finance Project S S 250.0 0.0 0.0 0.0 153.1 51.6 13.0
P164654 Kenya Social and Economic Inclusion Project MU MU 0.0 250.0 0.0 0.0 178.1 18.0 0.0
P161317 Kenya Industry and Entrepreneurship MU MU 0.0 50.0 0.0 0.0 40.6 30.8 0.0
P160083 Kenya Secondary Education Quality Improvement Project MS MS 0.0 200.0 0.0 0.0 103.6 -33.2 129.2
P161387 Governance for Enabling Service Delivery & Public Inv in Kenya MS MS 0.0 150.0 0.0 0.0 78.1 30.3 0.0
P156777 Kenya Urban Support Program S MS 0.0 300.0 0.0 0.0 16.9 -7.9 -7.9
P160009 Kenya: Off-grid Solar Access Project for Underserved Counties MU MU 0.0 150.0 0.0 0.0 108.9 10.3 0.0
P156634 Water and Sanitation Development Project MS MS 0.0 300.0 0.0 0.0 177.2 105.2 0.0
P154784 Kenya Climate Smart Agriculture Project S S 0.0 250.0 0.0 0.0 14.7 0.0 0.0
P153349 National Agricultural and Rural Inclusive Growth Project S S 0.0 200.0 0.0 0.0 11.8 24.0 21.5
P152394 Transforming Health Systems for Universal Care MS MS 0.0 150.0 0.0 0.0 4.2 126.2 137.0
P151831 Kenya Youth Employment and Opportunities MS MS 0.0 150.0 0.0 0.0 16.0 16.1 0.0
P120014 KE Electricity Modernization Project MS MS 0.0 250.0 0.0 0.0 45.3 4.0 0.0
P145559 Coastal Region Water Security and Climate Resilience Project MS MS 0.0 269.7 0.0 80.3 195.1 0.0 0.0
P117635 Kenya Water Security and Climate Resilience Project MS MS 0.0 129.6 0.0 83.4 12.4 117.4 0.0
P121019 Kenya Infrastructure Finance/PPP project S S 0.0 90.0 0.0 0.0 36.8 47.2 0.0
Overall Result 480.0  4589.3 5.1 163.7 2247.7 1,046.6 491.1
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FY Appr
FY16
FY18
FY17
FY22
FY14
FY21
FYO4
FY17
FY20
FY16
FY18
FY21
FY15
FY20
FY22
FY19
FY20
FY22
FY22
FY13
FY21
FY16
Fy21
FY12
FY20
FY22
FY19

Company

AFRICA OIL CORP
AFRICAS TALKING
ALP

ATLAS TOWER KENY
BIDCO AFRICA LTD
BLUENILE ROLLING
BP KENYA

BRITAM HOLDINGS
Cl NAIVAS
COOPERATIVE BANK
COOPERATIVE BANK
COOPERATIVE BANK
DTB KENYA

DTB KENYA

EQUITY BANK
EQUITY BANK KENY
EQUITY BANK KENY
EQUITY BANK KENY
GTBANK KENYA
GULF AFRICAN BAN
| AND M BANK

ISO HEALTH

KCB BANK KENYA
KENYA AIRWAYS
KMRC

KMRC

KTDA

Loan
0.00
0.00
0.00

13.64
10.66
8.00
0.00
0.00
0.00
15.23
54.55
0.00
0.00
50.00
0.00
0.00
50.00
0.00
15.00
0.00
0.00
0.00
0.00
0.00
0.00
0.83
7.00

Annex 10. Statement of IFC’s Held and Disbursed Portfolio
As of (04/30/2022) (In USS millions)

Equity
27.75
5.55
10.00
0.00
0.00
0.00
1.97
27.81
10.00
0.00
0.00
0.00
0.00
0.00
79.90
0.00
0.00
0.00
0.00
2.30
0.00
0.66
0.00
3.85
2.00
0.00
0.00

Committed
**Quasi
Equity *GT/RM

0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
38.00 0.00
5.71 0.00
0.00 0.00
0.00 0.00
100.00 0.00
0.00 0.00
50.00 0.00
0.00 0.00
0.00 0.00
30.00 0.00
0.00 0.00
101.75 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00

Participant

100

0.00
0.00
0.00
11.36
0.00
0.00
0.00
0.00
0.00
1.98
0.00
12.00
0.00
0.00
0.00
0.00
0.00
65.00
0.00
0.00
20.00
0.00
11.25
0.00
0.00
0.00
0.00

Loan

0.00
0.00
0.00
3.00
10.66
8.00
0.00
0.00
0.00
15.23
54.55
0.00
0.00
50.00
0.00
0.00
50.00
0.00
15.00
0.00
0.00
0.00
0.00
0.00
0.00
0.83
7.00

Disbursed Outstanding

Equity
27.75
5.55
9.16
0.00
0.00
0.00
0.01
27.81
10.00
0.00
0.00
0.00
0.00
0.00
76.54
0.00
0.00
0.00
0.00
2.30
0.00
0.66
0.00
3.85
2.00
0.00
0.00

**Quasi
Equity

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
38.00
5.71
0.00
0.00
100.00
0.00
50.00
0.00
0.00
30.00
0.00
101.75
0.00
0.00
0.00
0.00

*GT/RM
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

Participant
0.00
0.00
0.00
2.50
0.00
0.00
0.00
0.00
0.00
1.98
0.00

12.00
0.00
0.00
0.00
0.00
0.00

65.00
0.00
0.00

20.00
0.00

11.25
0.00
0.00
0.00
0.00



FY Appr
FY16
FY17
FY21
FY14
FY19
FY15
FY14
FY16
FY21
FY12
FYOO
FY19
FY20
FY22

Company

KTDA POWER
MEDICAL CREDIT F
MOMBASA GAS TERM
NATIONAL CEMENT
NATIONAL CEMENT
NCBA BANK KENYA
NEWGLOBE SCHOOLS
STANLIB KENYA
STELLAR WAREHOUS
THIKA POWER
TSAVO POWER
TWIGA FOODS
TWIGA FOODS
TWIGA FOODS

Total Portfolio:

Loan

10.54
0.74
5.00
15.71
15.21
3.18
0.00
0.00
25.00
11.00
0.00
0.00
0.00
0.00
311.29

Equity
0.00
0.00
0.00
6.41
0.41
0.00
2.04
3.85
0.00
0.00
0.83
1.63
1.00
7.49

195.45

Committed

**Quasi
Equity
0.00
0.00
0.00
0.00
0.00
4.00
0.00
0.00
0.00
0.00
0.00
1.50
0.00
0.00
330.96

*GT/RM
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

Participant

101

12.65
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

134.24

Loan

4.05
0.74
0.00
15.71
15.21
3.18
0.00
0.00
0.00
11.00
0.00
0.00
0.00
0.00
264.16

Disbursed Outstanding

**Quasi
Equity Equity *GT/RM
0.00 0.00 0.00
0.00 0.00 0.00
0.00 0.00 0.00
6.41 0.00 0.00
0.41 0.00 0.00
0.00 4.00 0.00
2.04 0.00 0.00
3.85 0.00 0.00
0.00 0.00 0.00
0.00 0.00 0.00
0.83 0.00 0.00
1.63 1.50 0.00
1.00 0.00 0.00
7.49 0.00 0.00
189.29 330.96 0.00

Participant
4.86
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

117.59



Inbound Portfolio as of June 30, 2022

Annex 11. MIGA’s Portfolio

05/25/2012

05/24/2027

| Absa Capital

| South Africa |

Thika Power Ltd ‘ Infrastructure 4.8
83 Megawatt Kitengela D .
06/28/2013  06/30/2025 Power Plant Infrastructure | The Standard Bank of South Africa Limited = South Africa 86.6
83 M tt Kit |
06/28/2013 12/31/2024 CEAWAtLRILENELId | frastructure | Cfc Stanbic Bank Limited Kenya 11.1
Power Plant
12/06/2019 | 12/05/2034 ABSA/Barclays Kenya Financial ABSA Group LTD South Africa 109.7
02/08/2021 06/29/2030 | BBOXX Capital Kenya Ltd | Services AlIF3 Clean Energy Mauritius 1.0
Mota-Engil E haria e Const
06/04/2021 06/03/2031 Annuity Road - Lot 15 Infrastructure o0 el Engenharia e Lonstrucao Portugal 7.4
Africa, SA
Mota-Engil Engenharia e Construcao
06/04/2021 06/03/2031 AnnuityRoad-Lot18  Infrastructure .o ° C f' gennart ! Portugal 5.9
06/25/2021 04/30/2030 Annuity Road - Lot 15 Infrastructure | Stanbic Bank Kenya Limited Kenya 75.8
06/25/2021  04/30/2030 | Annuity Road - Lot 18 Infrastructure = Stanbic Bank Kenya Limited Kenya 59.6
Mota Engyl Kenya - Road Construction,
06/30/2021  06/29/2031  Annuity Road - Lot 15 | Infrastructure neylfenya- uct! Portugal 20.8
Operation and Maintenance
Mota E | K - Road Construction,
06/30/2021 06/29/2031 Annuity Road-Lot18  Infrastructure | - o - 6Y! f€nya-roadronstruction Portugal 16.7
Operation and Maintenance
Airtel Mobile Commerce . . i
6/30/2022  6/30/2027 pLC Financial The Rise Fund Il Aurora S.a.r.l. Luxembourg 2.0
TOTAL 401.3
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