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VISION
To be the leading institute in public policy
research and analysis; an international
centre of excellence
MISSION
To provide quality public policy advice to the
Government of Kenya and other stakeholders
by conducting objective research and
through capacity building in order to
contribute to the achievement of national
development goals
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ABBREVIATIONS AND ACRONYMS
ACIR
TJRCK
AERC
ASCU
CBA
CBF
CPER
DMSED
EAC
EACC
EPAs
ERS
EU
IFLA
IFPRI
KACC
KARI
KER
KIPDOC
KIPPRA
KLA
KNBS
KTMM
M&E
MSEs
NCIC
NCWTO
NESC
NIMES
NTA
PER
RIA
SAM
SEZ
TSC
YPs

African Capacity Indicators Report
Truth, Justice and Reconciliation Commission of Kenya
African Economic Research Consortium
Agricultural Sector Coordination Unit
Collective Bargaining Agreement
African Capacity Building Foundation
Comprehensive Public Expenditure Review
Department of Micro and Small Enterprise Development
East African Community
Ethics and Anti-Corruption Commission
Economic Partnership Agreements
Economic Recovery Strategy
European Union
International Federation of Library Associations
International Food Policy Research Institute
Kenya Anti-Corruption Commission
Kenya Agricultural Research Institute
Kenya Economic Report
KIPPRA Information and Documentation Centre
Kenya Institute for Public Policy Research and Analysis
Kenya Library Association
Kenya National Bureau of Statistics
KIPPRA-Treasury Macro Model
Monitoring and Evaluation
Micro and Small Enterprises
National Cohesion and Integration Commission
National Committee on WTO
National Economic and Social Council
National Integrated Monitoring and Evaluation System
National Transfer Accounts
Public Expenditure Review
Regulatory Impact Assesmment
Social Accounting Matrix
Special Economic Zones
Teachers Service Commission
Young Professionals
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Statement by the Chairperson of the Board

D

uring the year 2011-2012,
the Kenya Institute for
Public Policy Research and
Analysis (KIPPRA) continued
delivering on its mandate, with major
milestones being achieved. This report
provides highlights of some of the
major achievements during the period.
The Kenya Economic Report 2011 was
published, albeit a couple of months
behind schedule. The report, whose
theme is “Enhancing sectoral contribution
towards reducing poverty, unemployment
and inequality in Kenya” is an invaluable
reference source for policy makers as
the country confronts the challenges of
poverty, unemployment and inequality.
On behalf of the Board of KIPPRA, I
congratulate the Institute for continuing
to undertake rigorous analysis through
this report, and urge staff to strive to
ensure timely release of the report despite
the various challenges. The Board is
committed to ensuring that this report
becomes the flagship product of the
Institute, in view of its in-depth analysis of
the Kenyan economy. Over the last three
years, the Institute has been reviewing,
refining and documenting its policies and
procedures towards ISO certification. I am
glad to note that this process was finally
completed with the certification of the
Institute in October 2010. The Board of
KIPPRA congratulates the entire staff of
the Institute for this great achievement.
While certification is not an end in itself,

Prof. Agnes Mwang’ombe
Chairperson, Board of KIPPRA

it will no doubt enable the Institute move
closer towards achieving its mission
of becoming an international centre of
excellence.
Another major achievement during the
period was the approval of Phase III
funding from the African Capacity Building
Foundation (ACBF). KIPPRA successfully
prepared and submitted a proposal
for further funding from ACBF after
completing Phase II funding. On behalf
of the Board of KIPPRA, I would like to
sincerely thank ACBF for the grant of US$
2 million for the next five years. The fact
that the grant was bigger than the one for
Phase II demonstrates the confidence of
ACBF on the performance of the Institute.
Finally, the success of the Institute
depends very much on the calibre of its
staff, the governance and accountability
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structures, and incentive systems that
enable staff retention. As a Board, we
have strived to ensure a conducive work
environment, and we shall continue doing
so. During the period under review, the
Board and management made big steps in
reorganizing the Institute to ensure more
efficient delivery of services and higher
productivity. A new organization and
remuneration structure was developed
and implemented, and more incentives
introduced to enhance staff productivity
and address the perennial issue of staff
turnover.
During the period, new programmes
were also introduced, namely the
Trade and Foreign Policy programme,

and the Governance programme. The
establishment of the two programmes
reflects the emerging areas of concern
in government policy thinking. The trade
and foreign policy programme focuses
on domestic, regional and international
trade, and foreign policy and international
relations, while the governance
programme focuses on constitutional
reforms, decentralization or devolution,
legal reforms, economic governance,
transparency and accountability, peace
building and conflict management. Once
again, I thank KIPPRA staff, management,
Board, the Government of Kenya and
development partners for working
together towards the development and
strengthening of the Institute.

Prof. Agnes W. Mwang’ombe
Chairperson, Board of KIPPRA
2012
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Statement by the Executive Director

D

uring the year 2011-2012,
KIPPRA continued the good
performance recorded in the
previous year in most of its
performance indicators. The Institute
experienced unprecedented growth
in income from contracted projects,
especially from commissioned research
projects. Significant cost reductions were
also made in areas of stationery and
telephone. However, growth in operational
indicators, especially production of
public policy research papers, declined
slightly due to the amount of time spent
in preparing the Kenya Economic Report
2011, and various client-requested
research projects such as Cluster
Analysis. Moreover, there was significant
increase in participation in governmentappointed taskforces. The Institute also
performed well in supporting staff for
skills development courses.

Dr Eric M. Aligula
Acting Executive Director,
KIPPRA

The Institute’s management took bold
steps to stabilize staff turnover during the
period. The staff benefit and remuneration
package has been improved through
implementation of recommendations
arising from an in-depth study of staff
terms and conditions of service. A new
incentives in terms of a bonus payment
for every journal article published was
introduced to stimulate journal publishing
by researchers.

Building Foundation over a five year
period. The ACBF has been one of the
key Institute’s donors since 2002, having
successfully funded the Institute through
Phase I and II. Since 1994, ACBF’s total
investment in KIPPRA has reached US$
5.3 million. The Board of Directors and
management of KIPPRA are grateful to
ACBF for this funding, which is a sign
of confidence on the performance of
the Institute over the years. The ACBF
has supported the Institute through the
initial establishment stages in Phase I,
and institutional strengthening during
Phase II. The Phase III funding will
focus on research and policy advice,
capacity building, communication and
dissemination, partnerships and networks,
and institutional strengthening.

During the period, the Institute, through
a successful proposal, received a grant of
US$ 2 million from the African Capacity

This report provides details on some
of the activities of the Institute during
2011/2012 period. It provides a summary
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of various outputs for the period, and
divisional outputs in terms of research
papers and client reports. It also provides
an overview of the activities of the various
support divisions, overview of the various
government taskforces the Institute was
involved in, capacity building activities,
dissemination of research findings, as well
as networks and partnerships.
I thank all staff for the hard work during
the period despite the various constraints,
and urge them to continue serving the
Institute and the country with dedication,
sacrifice and utmost responsibility.

To our clients, who include the Kenyan
public, we continue to affirm our quality
commitment.
We shall strive in the coming years to
remain true to the Institute’s core mission
of contributing to the development of
Kenya by producing and disseminating
policy research that meets the highest
standards of relevance, rigor, quality,
objectivity and impact. As stakeholders
in public policy making, we appreciate
your input defining the research agenda,
providing feedback on the quality of the
Institute’s work, and we look forward to
your ideas and engagement.

Dr Eric M. Aligula
Acting Executive Director, KIPPRA
2012
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About KIPPRA

T

he Kenya Institute for Public
Policy Research and Analysis
(KIPPRA) was established as a
public institute in May 1997 and
commenced operations in June 1999. In
January 2007, His Excellency the President
signed the KIPPRA Bill into law and the
KIPPRA Act No. 15 of 2006 commenced on
1st February 2007. The Institute is therefore
an autonomous think tank established
under an Act of Parliament.
The establishment of a policy think
tank of the calibre of KIPPRA was in
acknowledgement by the Government that
one of the weaknesses of public policy in
the first three decades of independence
was the adoption of ad hoc policies that
were not subjected to careful in-depth
objective analysis due to lack of capacity
for policy analysis and research within
government. The primary mission of
KIPPRA is therefore to provide quality
public policy advice to the Government of
Kenya by conducting objective research
and analysis and through capacity building
in order to contribute to the achievement
of national development goals. These
goals include achieving a high rate of
economic growth and poverty reduction.
The KIPPRA Act 2006 outlined the
following as the functions of the Institute:
•

Develop capacities in public policy
research and analysis and to assist
the Government in policy formulation
and implementation.

•

Identify and undertake independent
and objective programmes of research
and analysis for the Government and
clients in the public and private sector.

•

Provide advisory and technical
services on public policy issues to the
government and other government
agencies.

•

Disseminate the research findings
and recommendations to government
agencies contended with the
implementation of public policy.

•

Serve as a point of communication
and allow exchange of views with the
Government and other agencies on
policy research and analysis.

•

Collect and analyse relevant data on
public policy issues and disseminate
the Institute’s research findings to
appropriate persons.

•

Develop and maintain a reservoir of
research resources on public policy
and related issues and make them
available to the Government, private
sector and learning institutions.

•

Undertake public policy research
relevant to governance and its
implications to development.

KIPPRA is therefore a source of
information and advice on a wide range of
policy issues for government, government
agencies, the private sector and civil
society. The strategic issues that KIPPRA
will focusing on during 2008-2013 are:
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•

Enhancing and entrenching quality
and relevance in research and policy
advice;

•

Expanding the capacity building
activities of the Institute;

•

Enhancing strategic communication;

•

Expanding, strengthening and
sustaining partnerships and networks;

•

Enhancing staff development and
productivity;

•

Continually improving staff welfare;
and

•

Enhancing the long-term
sustainability of the Institute.

The management of the Institute is
vested in a Board of Directors comprising
13 members, including the Executive
Director. Three (3) are Permanent
Secretaries (Ministries of Finance;
Planning, National Development &
Vision 2030; and Trade); 2 represent
special interest groups; 7 represent the
business sector, universities and research
institutes in Kenya; and the Chairman
(who is currently from the University of

Nairobi). The Chairman of the Board is
appointed by the President from the nongovernment members. Board members
are appointed by virtue of their integrity,
knowledge and experience in matters
related to public policy, and understanding
of management and social science
research procedures. The Board operates
through four committees: Finance, Audit,
Programmes, and General Purposes.
Board and Committees’ meetings are held
every quarter.
The Executive Director, who is the
Secretary to the Board, reports to the
Board of Directors. The Board appoints
the Director through a competitive
process. The Executive Director is
responsible for directing the affairs and
transactions of the Institute, and ensures
the preparation and implementation of the
work programme.
The Institute has five research divisions:
Macroeconomics, Productive Sector,
Social Sector, Infrastructure and
Economic Services, and Private Sector
Development. Two new programmes
were introduced in 2009/2010. These are
Trade and Foreign Policy, and Governance
programmes.
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Board of Directors

Prof. Agnes W. Mwang’ombe
Chairperson
Principal, College of Agriculture
and Veterinary Services,
University of Nairobi

Eng. Abdulrazaq Adani Ali,
Permanent Secretary
Ministry of Trade

Mr Festus M. Meme
Assistant Director
KARI

Dr Eric M. Aligula
Acting Executive
Director

Prof. Francis M. Mwega
University of Nairobi

Dr Edward Sambili
Permanent Secretary
Ministry of Planning,
National Development
and Vision 2030

Mr Samson Mwancha
Okioma
Private Sector

Mr Nyanchienga Nyamache
Management Consultant

Mr Samson G. Obae
Private Sector

Mrs Ogla Karani
Private Sector

Mr Jackson G. Kamau
Private Sector
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SUMMARY OF MAJOR OUTPUTS 2011/2012
RESEARCH PAPERS
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.

A review of non-tariff barriers (NTBs) in the context of the EAC regional trade
agreement and their implications on maize Trade
An economic analysis of job search decisions in Kenya
Economic implications of under-utilization of insurance services in Kenya
Enhancing productivity and competitiveness of the Kenya economy through a
cluster development
Fiscal model for county government
Job search behavior in Kenya
Kenya’s trade within the EAC: Institutional and regulatory framework
KTMM various simulations for various reports
MTP 2013-2017 using KTMM simulations
Ndung’u report on land grabbing in Kenya: Legal and economic analysis
Poverty, growth and income inequality in Kenya from a SAM perspective
Revision of the T21 Kenya model
Strengthening institutional capacity for integrated climate change adaptation and
comprehensive national development planning in Kenya
The relationship between electricity consumption and output in Kenyan
manufacturing sector
The role of training in reducing poverty and unemployment in Kenya
Value addition in coffee in Kenya: Lessons from cut flower sector

CLIENT REPORTS
1.
2.
3.
4.
5.

ACET- Kenya Economic Transformation Report
Africa Capacity Indicators Report 2012
African Governance Outlook Report
Analysis of gender gaps in secondary school education in selected districts
Annual Progress Report 2012

6.
7.
8.
9.
10.
11.
12.
13.

BOPA 2012
Does trade exposure affect firm performance? Evidence from Kenya
Economic implications of under-utilization of insurance services in Kenya
Green economy scoping study: Kenya Report
IMF-Afritac data management databases
Is there need for an East African Commodity Exchange?
MAFAP - Public expenditure review of the agriculture sector
Memorandum to TJRC on issues affecting children in Kenya: Poverty, health,
education
National cohesion and integration policy
National employment policy
Public expenditure review : Agriculture sector
Public financial management assessment: Analysis and field data collection
Role of national heritage and culture in economic development
Service level mapping: A pilot study in the Municipal Council of Mavoko
T21 Kenya report: Strengthening institutional capacity for integrated climate change

14.
15.
16.
17.
18.
19.
20.
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adaptation and comprehensive national development planning in Kenya.
21. Unemployment, underemployment and decent work in Kenya: A synthesis and
policy proposals
22. Youth savings performance in Ghana, Kenya, and Nepal
23. Report on management affairs of state corporations in Kenya (2012)

POLICY BRIEFS
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.

Assessing water resources at county level in Kenya using a water poverty index
Challenges and opportunities for youth saving
China’s role in Kenya’s infrastructure development
Cluster analysis for Kenya
Current status of human-wildlife conflicts in Kenya
Exchange rate movements
Kenya’s trade within EAC: Institutional and regulatory framework
Towards a more gender responsive budget for secondary education in Kenya
Unemployment policy memorandum
Value addition in coffee in Kenya: Lessons from cut flower sector
Youth savings performance in Ghana, Kenya, and Nepal
Youth-related policies

POLICY MEMORANDA
1.
2.
3.
4.
5.
6.
7.

National employment policy and strategies for Kenya
Memorandum on issues affecting children and vulnerable groups
Commodities exchange: Exploring the prospects for East Africa
An overview on issues affecting children and vulnerable groups in society
Memoranda on ACBF to Ministry of Foreign Affairs
The draft policy on management of state and county corporations: Comments
Taskforce on the re-alignment of the education sector with the Constitution of
Kenya 2010

BOOK CHAPTERS
1.
2.
3.
4.

An assessment of Kenya’s agricultural competitiveness
China’s role in promoting peace and security in Africa
Competitiveness of Kenya’s cut flower and foliage exports
The role of education in reducing poverty and unemployment. Forthcoming in
Youth Unemployment and Joblessness: Causes, Consequences, Responses”, by
Cambridge Scholars Publishing

JOURNAL ARTICLES
1.
2.
3.
4.

Does bank-lending channel exist in Kenya?: Bank-level panel data analysis.
Published in International Research Journal of Finance and Economics Issue
84(2012)
Exporting from Kenyan manufacturing firms- Published in Journal of EASSRR
(OSSREA)
Investing in Kenyan manufacturing firms. Published in Current Research Journal of
Economic Theory
Role of education on youth employment
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5.
6.
7.
8.

Kenyan cut flower and foliage exports: A cross country analysis. Journal of
Development and Agricultural Economics Vol. 4(2), pp. 37-44
Learning by exporting or self selection? Which way for the Kenyan manufacturing
firms. Published in African Research Review Journal
The ethical dilemma in globalizing small businesses. Submitted to Journal of
Business Systems, Governance and Ethics.
Understanding knowledge, attitudes, perceptions and practices for HPAI risks
and management: Options among Kenyan poultry producers. Health and Animal
Agriculture in Developing Countries, Springer, New York Zilberman D., Otte J.,
Roland-Holst D. and D. Pfeiffer (eds)

TRAININGS
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.

Cluster analysis facilitators training
EACC training on public policy process
Introduction to upstream oil and gas industry
Kenyan case study on methodology for African Governance Outlook
Macroeconomic modelling using KTMM
MAFAP training at KARI headquarters
Presentation skills course
Public policy course
Research methods course
Social accounting matrices training
Strategic communication of public policy
Strategies for effective research services in the bicameral parliament of Kenya
Structure and process of policy development in the formulation of public service
policy and legislation
14. Teacher projection model training
15. Towards technology models for MSEs in Kenya: Common principles and best
practices
16. Training og Post Bank staff under the YouthSave Project

WORKSHOPS
1.
2.
3.
4.
5.
6.
7.
8.

Green economy inception workshop
Green economy scoping study stakeholders workshop
Metropolitan service level mapping and social accountability summit
National stakeholders’ workshop on National Transfer Accounts Resource flows
NESC workshop on unemployment in Kenya: Proposed interventions
Presentation of Kenya T21 model results findings to stakeholders
Tripartite meeting: KIPPRA, Ministry of Justice, National cohesion and
Constitutional Affairs; the National Cohesion and Integration Commission (NCIC)
Workshop on baseline study on counterfeiting, piracy and illicit trade in Kenya

TASKFORCES
1.
2.
3.

African Trade Policy Advisory Forum for Eastern and South Africa (ATPAF-ESA)
Aligning education and training to the Constitution of Kenya (2010) and Vision 2030
Annual Progress Report Technical Working Group
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4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.

Assessment of Research and Development (R&D) Status in Kenya
Cluster Development Policy Committee
Coherent National Integration Strategy
EAC-WTO trade policy review
Enabling Policy and Legal Framework, of the Kenya Climate Change Action Plan
Financial Access Partnership
Financial Education and Consumer Protection Partnership
Food Insecurity in Kenya
Gender Responsive Budgeting (GRB) taskforce
GOK-UNICEF Programmes Project Management Committee (PMC)
Human Rights Policy National Steering Committee
Inter-Ministerial Committee Meeting on National Cohesion and Integration Policy
Kenya’s Trade Remedy Bill
Kenya Revenue Authority tax modeling team
Land Use Policy
Macroeconomic Working Group
Medium Term Plan Technical Committee
National Committee on World Trade Organization (NCWTO)
National Technical Committee on the National Baseline Survey for Micro, Small and
Medium Enterprises
NIMES Technical Advisory Committee
NTA Budget Analysis Taskforce
Policy on Industrial Training
Public Expenditure Review Secretariat
Regional Agricultural Information and Learning System (RAILS) Kenya Agricultural
Research Institute (KARI)
Sector Wide Monitoring and Evaluation (M&E) Framework
T21 Technical Working Group
Tea Industry and Climate Change: FAO Team & KARI
Technical Committee on Implementation of the Report on the Review of
Performance Contracting in the Public Service
Technical Committee on the National Productivity Policy
Technical Drafting of the National Education Policy
Unemployment Policy
Working Group to Institutionalize Regulatory Impact Assessment (RIA) in Kenya

CONFERENCE PAPERS
1.
2.
3.
4.
5.
6.
7.
8.

Country experiences and perspectives from Kenya during the 2012
Establishment of national innovation centres
How Kenya can cooperate closely with South Africa on global multilateral agenda
Land and food security: Policy directions
Land governance during the Barnes Symposium entitled Legitimacy, Economic
Development and Change Revisited
National peace conference: Presentation on peace building and national cohesion
Presentations at the national poverty stakeholders workshop
New industrial policy and political economy: Who are the drivers of structural
transformation?
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9.
10.
11.
12.
13.
14.
15.
16.

Policy issues in fertilizer use and demand in Kenya
Regulatory impact assessments in Kenya: Limits, lessons and potential
Scoping paper on manufacturing in Kenya in L2C conference
Spatial modelling for effective governance: Examples from a case study and lessons
for public policy research and analysis in Kenya
Status of biotechnology and GMO crops: Forum for agricultural biotechnology
Structural transformation and industrial policy
The role of education in reducing poverty and unemployment in Kenya
Trade statistics and the realization of Vision 2030

MEDIA ARTICLES
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.
36.
37.
38.
39.
40.
41.
42.
43.
44.
45.
46.
47.
48.
49.
50.
51.

A case of scrapping KCPE
Allow landowners to invest with ease
Assess Alcoholic Drinks Control Act
Bashir case undermines our sovereignty
Bill undermines ownership of land
Breathalyzer rule might be abused
Can we have adequate and safe water for everyone?
Corporate governance reforms overdue
Counterfeiting in Kenya
Demolitions revealed flaws in sector
Do not expect food prices to decline soon in Kenya
Empower Law Reform Commission
Ensure vetting of judges in public
Food insecurity needs long-term solution
Gender rule revealed ambiguity in laws
How bureaucracy hampers growth
How can we reduce the pain of hunger in Kenya
Improve governance of revenue sector
Improve public financial management
In the businesses of defrauding consumers
Interest rates must be capped
It is possible to tackle food crisis
Kenya must enforce competition law
Kenya should avoid oil curse
Legislative channels to re-define our foreign policy processes
Let’s focus on baking the national pie
Let’s hasten debate on land reforms
Let’s restore confidence in Judiciary
Let’s rethink gender requirement
Managing ethnic diversities
Mapping for spatial justice in public service delivery
Policy seeks more land for food crops
Political coalitions: Stability is critical for development
Poll system must protect minorities
Priming Kenya for Vision 2030 and beyond
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52.
53.
54.
55.
56.
57.
58.
59.
60.
61.
62.
63.
64.
65.
66.
67.
68.
69.
70.
71.

Public procurement needs review
Put a ceiling on campaign budget
Reducing post-harvest losses can improve food insecurity
Reducing youth unemployment in Kenya
Residents: Give us water and collect garbage
Revived irrigation schemes restore villagers’ self-esteem
Safeguarding Kenya’s geopolitical interests in Eastern Africa
Simple majority rule inadequate intergovernmental relations
South Sudan: Strategic areas where Kenya can strengthen and deepen the bilateral
ties
Strengthening decentralization in education service delivery
The dilemma of food insecurity in Kenya
The status of EU-EPAs and the EAC – TV Interview
Unemployment in Kenya
Utilizing spatial technologies in conflict transformation
Value addition in coffee in Kenya: Lessons from cut flower sector
We must avoid hasty amendments
We need credible data on counterfeits
We need integrity in land institutions
Where Kenya can deepen bilateral ties in South Sudan
Why Competition Act is Good for Kenya
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PROGRAMMES COORDINATION
STAFF
Programmes Coordinator
Dr Eric Aligula, Programmes Coordinator
Research Assistant
Hannah Wangombe, Research Assistant

T

he office of the Programmes
Coordinator supports the Executive
Director and the research and
support divisions in implementation of
the strategic plan of the Institute, as well
as the work plans, and the performance
contracts. The following are the key
functions of programmes coordination:

Dr Eric Aligula, Programmes
Coordinator

•

Coordinate research and capacity
building across the Institute’s
divisions;

•

Provide administrative backstopping
to the Executive Director and the
Institute.

•

Liaise with project stakeholders and
partners;

•

Fund raise based on the Institute’s
work programmes and funding project
proposals;

•

Coordinate the Institute’s quality
assurance processes and research
output dissemination activities;

The programmes for the 2011/2012 period
were implemented focusing on four (4)
strategic thrust areas: enhancing and
entrenching quality and relevance in
research and policy advice; strengthening
the capacity building mandate of the
Institute; enhancing staff development and
productivity; and enhancing the long-term
sustainability of the Institute.

•

Facilitate capacity building
programmes, both internally and
externally;

The following are brief descriptions of
some of the activities carried out during
the year.

•

Manage the Institute’s research
databases; and

Improving public policy making for economic growth and poverty reduction

KIPPRA Annual
Report and
Financial
Statements 2011/12
Enhancing and Entrenching Quality and
Relevance in Research and Policy Advice
During the period under review, the PCs
office implemented the Institute’s quality
management and control procedures by
holding and keeping records of all KIPPRA
Internal Review Seminars. The Institute
implemented thirty three (33) KIPPRA
Internal Review Seminars.
To further strengthen the process, a
revised KIPPRA Publications Control Form
was designed and introduced as part of
the Technical Services Delivery Manual.
Strengthening the Capacity Building
Mandate of the Institute
The Programmes Coordinator and the
Human Resources and Administration
Officer collated the capacity building
needs of staff as indicated in the
2011/2012 performance appraisal results.
In addition, training was conducted for
15 persons from the Ethics and AntiCorruption Commission (EACC), and 40
senior officers at the National Defence
College.
The PC participated in the Develop the
Leader in You Executive Programme, at
Strathmore Business School, and also
held a half day briefing for twenty (20)
Public Policy Course participants from the
Kenya Institute of Administration coming
from Zambia, Uganda, Ghana, Tanzania
and Kenya
Enhancing the Long Term Sustainability
of the Institute
The study on Management of State

Corporations was completed, as well as a
draft KIPPRA Tracer Survey for the Young
Professionals programme.
Enhancing Staff Development and
Productivity
A work load analysis for research staff
was effected during the period. The aim of
this exercise is to ensure that workload is
balanced among all staff of the Institute.
Development of the Kenya Economic
Report 2013 Concept Note
The Kenya Economic Report 2011
was submitted for editing, indexing
and publishing. Draft Chapters for the
Kenya Economic Report 2012 were also
finalized during the period. The Kenya
Economic Report 2013 Concept Note titled
Stimulating Investment for Competitive
and Sustainable Counties was finalized.
Engagements and Networking
The PC engaged in a number of activities
with the public sector, private sector, and
civil society. The main thrust of these
engagements was to disseminate results
of previous research, understand the
public policy information needs of these
stakeholders, or provide support during
implementation of policy. The following
are some of the engagements involved in:
1.

Civic Education for Senior Public
Officers at the Kenya Institute of
Administration

2.

Face of the Counties series on K24 –
Media Interview

3.

NTV Business Agenda Panel on the
issue of public transport in Kenya
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4.

Capital FM Radio Talk on Devolution

5.

Podcast on Housing the Kenyan urban
population: Challenges and policy
options. http://podcasts.ox.ac.uk/
people/eric-aligula

6.

7.

8.

9.

Government Investment Policy in
Infrastructural Development. A
Presentation to the Institute of
Quantity Surveyors of Kenya
Online conversations on the Nairobi
Metropolitan Region Transportation
Challenges: Potential Role of ICTs at
the Translating Online Conversations
to Offline Action: The Case of Nairobi
Road Safety and Traffic meeting
Presentation of paper on Housing the
Kenyan Urban Population: Challenges
and Policy Options, at the Research
on Urban Mass Housing Workshop
by the Centre for the Study of African
Economies, March 26-27, 2012 at
the St. Catherine’s College, Oxford
University, United Kingdom
Presentation on Applied Research and
Cooperation for Resource Mobilisation
and Management for the County
Governments: Creating Incentives to
the Kenya DAAD Scholars Association
(KDSA) during the Conference held on
16 November 2011

The following are some of the networking
activities during the period:
1.

Meeting with Intellecap-Rockefeller
Foundation on mobility for the urban
poor in Nairobi, 28 February 2012

2.

Launch of the Nairobi Smarter Cities
White Paper Media Launch, 7 March
2012

3.

Meeting with Mr. ArdhyaErlangga
Arby, Minister Counsellor, Embassy of
the Republic of Indonesia on 19 March
2012

4.

Attended talk titled Shadow Cities
on 30 March 2012 by the American
Institute of Architects, New York
Chapter at the New York University

Round Tables
1.

Consultation meeting with Stefan
Schepers, Chairman Governing
Council Mazungumzo

2.

Training of senior staff in various
government agencies, on Corruption
Prevention, Risk Identification and
Management

3.

Twitter Road Safety Campaign
consultation with Sunny Bindra on 23
February 2012

The following are some of the taskforces
the Programmes Coordinator was involved
in:
1.

Taskforce on Alignment of the Higher
Education, Science and Technology
Sector with the Constitution of Kenya,
2010

2.

Taskforce on Official Government
Transport Policy
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MACROECONOMICS DIVISION
STAFF
Senior Analyst
Dickson Khainga, PhD in Political
Economy (Head of Division)
Jacob Oduor, PhD in Trade Issues
Analysts
Eliud Moyi, MA Economics
Benson Kiriga, MA in Economics
Rhoda Gakuru, MA in Economics
Naomi Mathenge, MA in Economics
Joseph Sirengo, MA in Economics

Dr Dickson Khainga
Head of Division

Young Professionals
Jane Kibiru
Martin Nandalega
Research Associates
Dr Steven Buigut, Assistant Professor
of Economics American University in
Dubai
Prof Jorgen Levin, Department of
Economics, Orebro University, Sweden

T

he goal of the Macroeconomics
Division is to improve public policy
for growth, equity and poverty
reduction through macroeconomic policy
analysis and research, capacity building
and networking. The division focuses on
analyses of pertinent macroeconomic
policy issues such as interest rates,
inflation, and exchange rate movements;
monetary policy; public expenditure
management; macro econometric
modeling; tax policy; and domestic and
external public debt. In 2011/12, divisional
work was implemented in the following
thematic areas: KIPPRA-Treasury
Macro-Model (KTMM); Kenya Economic

Report; Social Accounting Matrix (SAM)
and Computable General Equilibrium
(CGE) Modeling; Public Expenditure
Management; capacity building and
support to the public policy process.
Below are abstracts of some of the
outputs for 2011/2012.

RESEARCH PAPERS
Poverty, Growth and Income Distribution
in Kenya: A SAM Perspective
The paper examines the relationship
between demand-driven shocks and
income generation, income distribution,
and economic growth in the context of
Kenya. Using the 2003 Kenya SAM to
develop a multiplier simulation model,
the paper finds that the trade, hospitality
(hotels and restaurants), manufacturing,
and agricultural sectors all play a role
in Kenya’s economic growth. However,
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due to widespread inequality in terms of
ownership of the factors of production,
stimulation of the manufacturing and
agricultural sectors can actually benefit
rich urban households more than poor
households. Thus, to effectively reduce
poverty countrywide, policy makers must
focus on reducing inequality and ensure
poor populations have equal access to
factors of production such as land and
investment capital.
Enhancing Productivity and
Competitiveness of the Kenyan Economy
through a Cluster Development Strategy
Cluster development strategies and the
new structural economics represent an
emerging middle ground in development
thinking between heavy state interventions
and unbridled free markets. Cluster based
development strategies recognize the
fundamental role of the invisible hand of
the market and the strategic role of the
state in facilitation and coordination of
development efforts towards economic
transformation. Across the globe,
there is growing evidence of a shift in
economic policy towards a clusterbased development strategy. The cluster
framework offers firms the opportunity to
access knowledge, reduce research and
development costs, achieve economies of
scale, cluster skills and a qualified labour
force, and solve common problems.
The report identifies cluster-specific
bottlenecks and barriers as well as
cross-cluster bottlenecks. Some of
the bottlenecks include input cost and

quality, lack of proper coordination and
optimization in the value chain, access
to finance, corruption, infrastructure,
low quality and product standards, and
lack of effective collaboration with and
support from research and development
institutions. The report further notes that
the east Asian experience supports the
need for an institutional framework that
enjoys political leadership and support,
proper coordination and deliberative
mechanisms, and transparent and
accountable implementation of specific
policy tools.
KIPPRA-Treasury Macro-Model (KTMM )
The model continued to be used for policy
simulations, with the key output this
year being simulations for the second
medium term plan (MTP) of the Vision
2030. The other major output for the
period was simulations for the Kenya
Economic Report (KER) prepared annually
by KIPPRA. As part of the modeling work,
the Institute had a visiting consultant
from the World Bank where a fiscal model
was developed to beef up the government
block of KTMM. Meetings were also held
with IMF-Afritac mission in Kenya to
discuss data management for the macro
and fiscal framework for Kenya.

CLIENT REPORTS
African Capacity Indicators Report
The African Capacity Building Foundation
(ACBF) has been, in collaboration with
some African countries, producing
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the African Capacity Indicators Report
(ACIR) on an annual basis in the recent
past. KIPPRA has been participating
in this annual exercise by undertaking
the questionnaire on the Country Policy
and Institutional Assessment (CPIA)
questionnaire. The questionnaire has
been adopted from World Bank and is
applied to selected African countries for
review. The results have been comparing
very well with the World Bank report for
most of the countries in the survey. The
CPIA is a self assessment approach and
is therefore taken as more sincere based
on the premise that the countries know
themselves better than any other external
sources. It is a system designed to assess
the quality of a country’s present policy
and institutional framework in terms of
how conducive such a framework is to
ensuring the efficient utilization of scarce
development resources in the pursuit
of sustainable and poverty reducing
development in the member countries.
The ratings in the questionnaire normally
focus on the level of performance
assessed against the set criteria, rather
than the degree of improvement since last
year. However, the ratings actually depend
on actual policies on the ground and not
promises or intentions. The assessment
is grouped into four clusters: A) Economic
Management, B) Structural Policies,
C) Policies for Social Inclusion and
Equity, and D) Governance: Public Sector
Management and Institutions.

Gender Gaps in Secondary School
Education in Kenya: A Case Study of
Selected Districts
The overall objective of this study was to
examine the gender gaps in secondary
school education and recommend
specific policy options. Outputs from
the study were expected to feed into the
MTEF sector budget planning process
for the financial year 2012/13. Despite
the improvements in secondary school
enrolment rate for both boys and
girls, gender inequalities, which are in
favour of boys, still exist in Kenya. Girls
have higher dropout rates and poorer
performance. While there are clear
gender disparities between girls and
boys in secondary education, the specific
gendered budgetary measures that have
been pursued have been scanty and
inadequate. The study recommends that
the government invests more in setting
up more public schools, expand financing
of secondary school education to private
schools, invest more in learning facilities
and hire more teachers and subsidize
secondary education beyond the provision
of free tuition, given that there are several
additional costs that are unaffordable to
many poor people. There is also need
to increase budget allocations towards
the Gender in Education programmes
within the Ministry of Education to enable
the ministry implement the planned
programmes. Communities also need to
be sensitized with regard to re-admission
of girls into schools after pregnancy and/
or early marriage.
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Sub-National Public Expenditure and
Financial Accountability Assessment

Country Case Studies on Economic
Transformation

The assessment provides an insight
into the challenges of public financial
management at the district and local
authorities. The aim is to generate
relevant policy information to public
financial management for county
governments. Kenya’s public financial
management system at the sub-national
level is assessed against core measures
of performance inspired by the Public
Expenditure and Financial Accountability
(PEFA) assessment framework. The
areas that were assessed for three Local
Authorities and three Districts include:

During the year, KIPPRA was contracted
by the African Centre for Economic
Transformation (ACET), Ghana, to
undertake a study on economic
transformation of the Kenyan economy.

•

Credibility of the budget – is the
budget realistic and is implementation
linked to plans both at the aggregate
and sub-aggregate level?

•

Policy-based budgeting - are there
links between the budget and stated
government policies; is there time
consistency- are indications of outer
year budgets meaningful?

•

External scrutiny and audit – are
there adequate arrangements for
external scrutiny of public finances
and follow-up on audit issues?

The report provides important insights
into the key public financial management
challenges that county governments will
face.

The aim of the economic transformation
study is to assess where African
countries are with respect to economic
transformation and to provide
recommendations for accelerating
progress.
The paper demonstrates that, despite
strong prospects for transforming the
economy, there has been little economic
transformation in Kenya largely due to
a multitude of factors. Key indicators
reveal that Kenya has great potential to
transform the economy: indicators on
export diversification, export dynamism,
technological content or sophistication
of exports, and revealed comparative
advantage are all very encouraging.
The factors that have hindered rapid
transformation include continued reliance
on primary exports and thus vulnerability
to frequent swings in global commodity
prices; low growth in agricultural and
manufacturing productivity; high cost
of credit; inadequate levels of domestic
savings and investment; weak investment
in infrastructure including roads, railways,
port and energy; corruption; insecurity
threats from instability in the neighbouring
countries and political and ethnic related
clashes; weak ability of the economy to
create employment leading to a serious
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youth unemployment challenge; high
and worsening poverty levels; and a
serious institutional challenge of policy
implementation and coordination.
Commodity Exchange for Kenya
This study indicates that it is not advisable
to put Kenya’s main food crops in the
commodity exchange because of the
risks involved. Moreover, for a commodity
exchange to operate smoothly then the
particular commodity on trade must have
been produced in excess. In Kenya, the
grains produced are always in short supply
and therefore complicates the smooth
running of a commodity exchange.

TASKFORCES
Macroeconomic Working Group
The Macroeconomic Working Group
(MWG) continued to meet and deliberate
on its core functions. The main work was
to lay the macroeconomic foundations
under which the national budget is based
for analysis and implementation. Thus, the
MWG contributes a lot in the preparation
of the budget review and outlook paper
(BROPA) by every December of the year
and also the Budget Policy Statement
(BPS), which is presented in Parliament
on or before the 21st day of March. With
the new constitution that stipulates
issues of devolution, the MWG is expected
to undergo several changes so as to
accommodate the new demands and also
have a revised technical way of carrying
out its mandate.

AGRODEP Capacity Building and
Dissemination
The African Growth and Development
Policy (AGRODEP) Modeling Consortium
is an initiative led by the International
Food Policy Research Institute (IFPRI).
AGRODEP aims to position African
experts as leaders in the study of strategic
development issues in Africa and the
broader agricultural growth and policy
debate. Through AGRODEP, IFPRI and
its partners will equip African countries
with the tools to perform sciencebased research that will enable them to
formulate sound and effective policies. In
addition to capacity building initiatives in
form of structured trainings, AGRODEP
also holds annual meetings for its
members.
The 2011 AGRODEP meetings and
workshop were held on 6-8 June in Dakar,
Senegal. AGRODEP members gave brief
presentations on their current research. In
addition, the workshop included sessions
focusing on three current and emerging
research topics: Climate Change, Food
Prices and Price Volatility, and Foreign
Direct Investment in Land. Researchers
from KIPPRA presented a paper on
poverty growth and income distribution.
T21 Kenya Modeling Taskforce
Threshold 21 (T21) is a System Dynamics
based model designed to support
national development planning. T21
is structured to analyze medium-long
term development issues at the national
level. The model integrates in a single
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framework the economic, the social,
and the environmental aspects of
development. Its comprehensiveness and
level of aggregation make it ideally suited
to support comprehensive analysis of
different governmental strategies. T21 can
also serve as a complement to budgetary
models and other short-medium
term planning tools by providing a
comprehensive and long-term perspective
on development.
The development of each T21 model
starts with the customization of a Starting
Framework. A variety of tasks and steps
have been undertaken to customize T21
to the unique T21-Kenya model, which
is able to support the analysis of climate
change issues within the context of
national development. Priority sectors
were identified for purposes of climate
change analysis in Kenya.
During the development of the T21
Kenya model, capacity building of local
researchers was found to be crucial in
order for the model to be updated and
used in future for development planning.
Therefore, four weeks of training were
undertaken by the Millennium Institute
to 25 selected officers selected from
government ministries and agencies
responsible for the priority sectors,
and policy research institutions such as
KIPPRA. The 25 experts were trained to
build their capacity in dynamic modeling
and T21 in particular, so that they could
participate in group model building
sessions, help construct the T21-Kenya
model, and be skilled in using the model
to take full account of climate change and

its impacts on national development.
Performance Contracting Taskforce
On 6th May 2010, the Prime Minister
appointed a panel of experts to review
performance contracting in the public
service with a view to improving the
system. Among the recommendations
was the establishment of a Policy Steering
Committee supported by a Technical
Implementation Committee. KIPPRA was
requested to nominate a member to the
Technical Implementation Committee.
As at 30th June 2012, the committee had
prepared the draft Performance Policy and
Bill and piloted the revised performance
contract matrix.
National Productivity Policy Taskforce
The Constitution under Article 41
on the Bill of Rights provides for
fair remuneration, while Article 230
emphasizes the need to recognize
productivity, performance, transparency
and fairness in remuneration. Given
this rationale, The Ministry of Labour
established a taskforce to prepare the
National Productivity Policy. KIPPRA was
represented in this taskforce. The policy
seeks to provide legal and institutional
support to productivity management,
develop targeted productivity improvement
interventions, mainstream productivity in
all sectors of the economy, and enhance
coordination of productivity improvement
interventions.
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MSMEs Baseline Survey Taskforce
The Kenya National Bureau of Statistics
(KNBS) in collaboration with IDS, K-REP
and the International Centre for Economic
Growth (ICEG) started the process of
conducting the fourth national baseline
survey on the MSMEs sector aimed
at updating the information that was
generated by the last three baseline
surveys. KIPPRA was part of the technical
committee constituted to review the
survey instruments, design the survey and
develop the budget for the survey.
Public Expenditure Review (PER)
Steering Committee
The PER Steering Committee comprising
representatives from the Directorate of
Monitoring and Evaluation, World Bank,
KIPPRA and key sector ministries, namely,
Education, Health, Water and Sanitation
and Local Government, coordinated the

completion of research work started in
2010/11. Various background papers were
produced, as well as multi-stakeholder
PER training in collaboration with the
World Bank Institute, World Bank Kenya
Office, with support from the Swedish
Embassy.

CAPACITY BUILDING
Young Professionals Capacity Building
Programme
Twelve (12) Young Professionals joined
the Institute at the beginning of July
2011. Eight of them were drawn from the
public sector while the rest were from the
private sector. The YPs received training in
public policy process, research methods,
econometrics, macro modelling and
presentation skills. Each one of the YPs
were involved in hands-on policy analysis
and research culminating in research
paper.
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PRODUCTIVE SECTOR DIVISION
STAFF
Principal Policy Analyst
John M. Omiti, PhD in Agricultural and Applied
Economics (Head of Division)
Policy Analysts
Dr. Augustus Muluvi, PhD in Economics
Dr. Paul Kamau, PhD in Development Studies
Nancy M. Laibuni, MSc in Horticulture Economics
Joshua Laichena, MPhil in Economics
Simon Githuku, MA in Economics
Nahashon Mwongera, MA in Economics
Paul Odhiambo, MA in Political Science

Dr John M. Omiti
Head of Division

Young Professionals
Yvonne Githiora, MA in Environment
Lucy Muthui, MSc in Environment
Esther Mulinge, MA in International Relations

T

he Productive Sector Division
carries out research under the
broad themes of agriculture, trade
and foreign policy, tourism and the
environment and natural resources. The
activities in the division are guided by
government strategy documents such
as the Vision 2030, Economic Recovery
Strategy for Wealth and Employment
Creation, among other strategy papers. On
trade matters, the Division caries research
under the broad themes of the World
Trade Organization, regional integration,
and international and domestic trade for
achievement of the Kenya Vision 2030.
Capacity building activities for both the

public and private sector are also carried
out including, the Young Professionals
programme.
Below are abstracts of some of the
outputs for 2011/2012:

RESEARCH PAPERS
Nature and Effects of Non-tariff Barriers
on Regional Trade in the East African
Community: The Case of Maize Trade
The East African Community is committed
to removing trade restrictive non-tariff
barriers in order to realize the benefits
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of a single economic market, following
the removal of tariffs on intra-regional
trade. Recent research has identified
numerous sources of trade barriers that
impede trade among member states.
This study examines non-tariff barriers
in intra-regional maize trade. The study
deviates from the more aggregative work
that has recently been done by focusing
only on maize trade. This study reviews
existing studies in order to identify and
rank existing non-tariff barriers (NTBS)
that affect maize trade in the EAC region.
Maize is not only a major staple food in
Eastern Africa, but also one of the most
traded agricultural commodities and
which is grown by poor rural based smallscale farmers. The study finds that there
several non-tariff barriers in the form of
both quantitative restrictions and specific
limitations that act as obstacles to maize
trade embedded in laws, regulations,
practices and requirements.
The study notes that in spite of
government commitment to eliminate
these non-tariff barriers, they continue
to persist in terms of their application,
oblivious of their impediment to trade.
We recommend that the EAC needs to
intensify the elimination of non-tariff
barriers and harmonize procedures
and processes of facilitating intraEAC maize trade. In particular, the
standardization and certification needs
to be harmonized such that there is
mutual recognition among all the five
EAC countries. By eliminating NTBs,
evidence shows that formal trade among
these countries will also increase. There
is also need to strengthen institutions

that are responsible for implementing
EAC commitments. Similarly, the
National Monitoring Committees in
each of the EAC countries established to
monitor elimination of NTBs need to be
strengthened. All EAC member countries
should fast track the complete elimination
of all existing NTBs affecting maize trade,
since such a strategy would have positive
welfare gains. There is need to minimize
time and money loss at checkpoints and
also improve road network to reduce the
high transportation costs. Finally, we
recommend that a comprehensive study
involving field survey and also all the five
EAC countries be undertaken.
Analysis of Price Transmission for
Selected Staple Food Commodities in
Kenya
The study estimates how the food
markets respond to price changes and
the implications for food security. Price
transmission and market integration of
dry maize, green maize, and beans were
evaluated in two major consumption
markets in Nairobi and Mombasa, and two
major production markets in Nakuru and
Eldoret. Monthly data from January 1995
to May 2011 was used, with the vector
error correction model applied to examine
the relationship between commodity
prices and the markets.
The results show that the markets are
integrated, and price transmission
occurs for most staple food commodities.
However, price transmission is incomplete
in the short run as implied by the spatial
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arbitrage conditions, which are deficient
in the selected markets. This implies that
wholesalers and/or middlemen possess
considerable market power in the food
marketing chain.
The proposed interventions to mitigate
food insecurity include facilitation and
up-scaling market information sharing,
and investments in physical infrastructure
(e.g. storage, roads) to facilitate trading.
There is need for incentives and relevant
institutions to encourage the engagement
of public private partnerships in the
distribution and marketing of food
commodities. From a policy perspective,
efforts should be made to develop storage
and physical market infrastructure to
promote optimal arbitrage.
The Effect of East African Regional
Integration on Economic Growth
The East African Community integration
process is geared towards improving
the general welfare of the people of the
member countries. This can be achieved
only if the gains of the integration are
reflected in the economic growth of the
countries. One of the key goals of any
economic integration is the increased
benefits accruing from intra-trade and FDI
through increase in trade volumes and
market size.

CLIENT REPORTS
Monitoring African Food and Agricultural
Policies (MAFAP)
The food, fuel and financial crisis of 2008
brought to sharp focus the urgent need for
continuous updated information on food
and agricultural policies. The Monitoring
African Food and Agricultural Policies
(MAFAP) project intends to help policy
makers and other stakeholders ensure
that policies and investments are fully
supportive of agricultural development,
the sustainable use of natural resources,
and enhanced food security.
Determining the Economic Contribution
of Meetings, Incentive Travel,
Conferences and Exhibitions (MICE)
Tourism to Kenya’s Economy
The main objective of the proposed study
is to empirically measure the economic
impact of MICE to Kenya’s economy,
in order to provide proven justification
for the investment in promotion of and
diversification of the MICE by the Kenyatta
International Conference Centre, and
other stakeholders.
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SOCIAL SECTOR DIVISION
STAFF
Policy Analysts
Eldah Onsomu (Acting Head of Division),
MA in Economics
Rose Ngara-Muraya, MA in Economics
David Muthaka, MA in Economics
Nancy Nafula, PhD in Economics
Boaz Munga, MA in Economics
Phares Kirii, MA in Economics
Diana Kimani, MA in Economics
Young Professionals
Chris Shimba, MA Economics
Evelyne Bengal, MA Economics
Research Associates
Prof. Germano Mwabu, PhD in Economics
Dr. Anthony Wambugu, PhD in Economics
Dr. George Kosimbei, PhD in Economics
Othieno Nyanjom, PhD in Political Science

T

he Social Sector Division
implements research projects
focusing on poverty analysis,
education, health, social protection and
labour market issues. The main focus of
the Division is to provide a resource base
on objectively researched policy issues in
the social sector in Kenya and the region,
and to build capacity in social policy
analysis especially in government and the
private sector.
The following are abstracts of some of the
outputs for 2011/2012:

Eldah Onsomu
Acting Head of Division

RESEARCH PAPERS
Sub-national Public Expenditure Review
of the Education sector
This paper reviewed education sector
public expenditure over the three financial
years from 2009/10 to 2011/12. The aim
of the review was to provide a policy and
performance overview of the sector in
order to provide a set of recommendations
based on the overall findings and analysis.
The study found that enrolment across all
education levels had increased over time,
but the quality of the education service
delivery is still a challenge. There are also
large regional inequalities in access to
education. The research further found that
despite the increased enrolment in the
universities, quality of higher education
programmes and linkage to the labour
market is low. This also applies to the
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TVET sector. The study also established
that the sector has maintained a 20%
share of a growing budget. The increase
in financing for teachers arises from an
increase in both the number of teachers
and the average salary. More resources
have shifted towards secondary and higher
education and this trend is expected to
continue as more students enter and
stay in post-primary education. There is
need to ensure efficiency in utilization
of teachers by for instance addressing
teacher absenteeism in schools. Also,
there is need to ensure equal distribution
of teachers in order to reduce the variation
in per capita spending at the county level.
Job Search Strategies in Kenya
This paper analyzed the empirical
evidence on job search behaviour of
non-working individuals in Kenya using
data from a nationally representative
Labor Force Survey and discrete choice
models to analyze two components of
search activity: the decision to engage
in job search and choice of job search
method. The study findings show that
the incidence of job search among nonworking individuals is low. Among active
job seekers, the largest proportion
used informal job search channels.
Formal job search methods such as
employment offices are not widely
used. Both the decision to engage in job
search and the decision on the channel
to use are affected by the distribution of
demographic variables, human capital
variables, and spatial characteristics.
Public policy would find this information

useful in designing and implementing
policies and programmes for job search
infrastructure development as part of
measures to address unemployment and
equality of opportunity in Kenya.
Estimation of Health Professionals
Requirements by County Using Norms
and Standards for Health Service Delivery
The study sought to investigate the
current distribution of the various cadres
of health care professionals across
Kenyan counties as well as each county’s
minimum requirement by cadre. Human
resources for health requirements are
argued to increase progressively at the
various levels. Each higher level has
components of all the levels below it and
offers increasingly more complex and
extensive health services, hence requiring
workers with higher levels of training and
specialization.
The study established that the minimum
requirement at different levels and cadres
stood at 457,000 health workers nationally.
Out of this, 386,000 are Community Owned
Resource Persons (COPRs) required
at Level 1 of which about 100,000 are
required in Rift Valley, which has the
largest requirements of the majority of
cadres of health professionals due to its
large catchment population. On the other
hand, North Eastern requires only about
23,000. The study further established that
some designations of health professionals
are facing serious shortfalls.
From the findings, it is recommended that
the government intervenes urgently by
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enhancing training coverage, especially
now that health service provision is
moving to the counties. Further, more
research is needed to assess the optimum
requirement for the counties, which will
be an improvement from this minimum
requirements assessment. Particularly
of importance is measuring the optimum
skill mix of the health workforce to offer
a means of assessing the combination
of categories of personnel at certain
population levels. Possible imbalances
would thus be identified, as well as
disparity in the numbers of the various
health professions. These statistics can
help inform strategies for appropriate and
cost-effective combination of roles and
staff.
Prevalence and Trends of Noncommunicable Diseases
Non-communicable Diseases (NCDs)
pose serious challenges to populations
and health systems alike. The onset
of these diseases in a health system
suggests that more resources would be
required in the health sector because it
is more expensive to manage NCDs than
communicable diseases. The objectives
of this study were to present a profile of
NCDs in Kenya, assess the contribution
of diseases associated to NCDs to the
burden of disease and their risk factors,
evaluate the costs and determinants of
NCDs, and suggest policy measures to
deal with NCDs.
The study revealed that there is a huge
shortage of human resources for health
in Kenya and the existing skill mix may
not be appropriate for a growing burden

of NCDs. Moreover, management and
treatment of NCDs is very expensive. Due
to the increasing burden of NCDs, there is
need for more resources since the health
system is faced with a double burden
of disease. The study recommends that
the government be proactive and ensure
adequate training of health workers with
the necessary skills to manage NCDs.
Sub-national Public Expenditure Review
of the Health sector
This research paper reviewed health
sector public expenditure over the three
financial years from 2009/10 to 2011/12.
The aim of the review was to provide
a policy and performance overview of
the sector in order to provide a set of
recommendations based on the overall
findings and analysis.
The health sector in Kenya has achieved
considerable progress on the outcomes.
For instance, the sector realized a
reduction in the under five and infant
mortality rates compared to previous
years. It also realized increased
immunization coverage for under 1 year
olds. However, maternal mortality ratio
had deteriorated while births attended by
skilled health professional had declined.
Further, the research found that health
spending per capita remains low (at
$42 per capita) compared to the WHO
recommendation ($45 per capita) despite
the increasing total government and
donor spending on the sector. The major
challenge facing the sector was found to
be in prioritization, and low absorption
capacity of health funds due to lack of
reporting on A-in-A by development
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partners. The research also established
that the recurrent expenditures
generally dominate the overall ministry
allocations and expenditures, although
on analyzing the change in both recurrent
and development, it was found that the
development budget had increased
significantly, an indication that the
government is committed to spending on
investments.

to leakages to the non-poor. These
have negative consequences on the
programme’s impact and effectiveness.
Last but not least, high level political
support for the programme cannot be
over-emphasized. Such support is critical
as the programme requires coordination
across different sectors in government,
among them education, health, finance
and social welfare.

Impact of Cash Transfers in Kenya

Growth and Redistribution in Kenya

This analysis aimed at making
contributions in assessing the impact of
cash transfers on poverty, inequality and
schooling in line with different targeting
criteria: old age, school-aged children,
orphans and vulnerable children (OVC),
means tested, universal and geographical
targeting. The main objective was to
assess ex-ante programme impact on
poverty and inequality by simulating
selected targeting criteria. To achieve
the objective, the study uses a microsimulation method for evaluating nonconditional cash transfer programme
that aims to reduce both child and elderly
poverty by providing small targeted cash
transfers to poor households.

This study analyzed the role of growth
and redistribution in poverty reduction in
Kenya based on the most recent available
national household survey. The study
also evaluated the impact of changes
in income (growth) and changes in the
distribution of income (inequality) on
poverty, and also the impact of distribution
of different sources of income on poor
women and men. Special attention was
paid to cash transfers (public and private).
Concentration curves and decomposition
of variations in them was used to analyze
changes in income distribution. The
decomposition estimated counterfactuals
to predict income poverty (incidence,
depth and severity) level in the next two
decades.

Targeting is useful in maximizing the
programme’s impact and effectiveness.
Nevertheless, targeting and monitoring
can increase the cost per beneficiary,
which reduces the programme’s
efficiency. On the other hand, designing a
programme with a weak or non-existent
targeting strategy not only reduces
the cost per beneficiary but also leads

The results show that both growth and
redistribution determine the level of
poverty, and that poverty reduction can
be effectively achieved through a growth
with redistribution strategy. These findings
corroborate the general information
in the literature on African economies,
that growth in household incomes
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appears more likely to be essential for
long-term poverty reduction and that
it would be more effective if poverty
alleviation programmes are targeted
disproportionately in favour of rural
areas. Given that rising inequality in the
1994-2005/06 period has reduced the
effectiveness of growth on poverty, it is
important to focus on accelerated growth
paths for poverty.

CLIENT REPORTS
National Cohesion and Integration Policy
The policy observes that national cohesion
and integration entails a process and
an outcome of instilling and enabling
all citizens to have a sense as well as
a feeling that they are members of the
same community engaged in a common
enterprise, facing shared challenges and
opportunities.
The policy is aimed at fostering a general
understanding of national cohesion
and integration; guiding the efforts of
stakeholders towards a cohesive and
integrated society for nation building;
(enhancing the consistency and efficiency
with which the government and other
stakeholders design and implement
appropriate interventions aimed at
promoting national cohesion and
integration; enhancing stakeholders’
compliance with legal and regulatory
requirements regarding national cohesion
and integration; mitigating the risks that
predispose the country to conflict; and
promoting sustainable economic growth
and development.

The policy also aims at ensuring that
Kenya becomes an equitable society
that is politically, economically and
socially cohesive and integrated – where
the citizens have a shared vision and
sense of belonging while appreciating
diversity. The vision of the policy is that
Kenya shall be “an equal opportunity,
peaceful, prosperous and united
nation, which is proud of its diversity”
while the mission is to “spearhead the
building of a harmonious and equitable
nation through strategies that achieve
national reconciliation, healing, justice,
cohesion and integration. The work was
commissioned by the Ministry of Justice,
Cohesion and Constitutional Affairs.
Comprehensive Public Expenditure
Review (CPER)
The Institute contributed to the
preparation of the education and health
chapters of the CPER 2012. The analysis
on education shows that the government
is committed to the provision of quality
education, training and research to all
Kenyans. The overall goal, as outlined in
the First Medium Term Plan of Vision 2030
is to reduce illiteracy by increasing access
to education, improving the transition
rate from primary to secondary schools,
and raising the quality and relevance of
education. The government has made
strides to achieve these policy goals, and
according to the Kenya Comprehensive
Public Expenditure Review Report [CPER],
the country has shown remarkable
improvements in access to formal
primary education, with net enrolment
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rates reaching 92.9% in 2009 from 82.3%
in 2005, with an additional 1.7 million
children enrolled in primary school
between 2003 and 2010. However, there
are regional disparities which need to be
addressed.
The analysis on health shows that since
2002/3, there have been improvements
in health outcomes – notably infant
and under age five mortality rates have
fallen considerably, and as a result life
expectancy has also improved. The budget
allocation to the health sector has been
increasing since 2003 and was about Ksh
40 billion in 2009/10. Despite national
level improvements, there are significant
regional variations in health outcomes.
Kenya suffers severe under-staffing
problems at some health facilities, while
others have doctors and nurses per
patient in excess of national standards.
There are regional imbalances in terms of
staffing. The poorest households are the
most affected by lack of sufficient staff
and medicines and are also more likely
to be affected by long waiting periods for
treatment.

to affordable and quality social
services. The Vision 2030 in particular
aims to achieve this by maintaining
macroeconomic stability, continuity in
governance reforms, (enhanced equity
and wealth creation opportunities for the
poor, better infrastructure and energy
supply, promotion of science, technology
and innovation, land reforms, human
resources development, (security and
public sector reforms.
The employment policy lays out policies
and strategies for addressing poverty
and social exclusion. Although there
are various challenges that affect the
labour market, economic reform safety
nets were enshrined in the employment
policy to ensure decent work, and
equitable distribution of productive
resource and social inclusion. The policy
points to the fact that labour force is a
major contributor to output growth in all
societies, yet in Kenya a large share of
the labor force is under-utilized through
unemployment and underemployment.
The policy will form the basis for
developing strategies and interventions for
creating employment in Kenya.

National Employment Policy for Kenya
Kenya has previously had no formal
employment policy despite the high
unemployment and underemployment
levels. Nevertheless, several policy
documents, including the Vision 2030
broadly state that a main objective of the
social sector is to reduce poverty and
narrow inequality through employment,
empowerment, and improving access

TASKFORCES
The Division was engaged in several
activities and projects directly linked to
strengthening policy formulation and
planning.
The staff continued to support the
government and other stakeholders
through various taskforces, including:
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•

Kenya National Commission on
Human Rights

•

Joint Committee of GoK-UNICEF
programmes

•

Aligning Education and Training to the
Constitution of Kenya (2010)

•

Health Financing Taskforce;

•

Prime Minister’s Office Committee on
Food Security

•

Ministry of Justice inter-Ministerial
Committee on the National Cohesion
and Integration Policy

•

National Steering Committee on
Preparation of the Human Rights
Policy

•

Technical Working Groups Preparing
the National Employment Policy

CAPACITY BUILDING
The Institute in collaboration with the
Teachers Service Commission (TSC)
organized training on the Teacher
Projection Model. During the training
participants were trained on the
methodology for teacher projection
model, the importance of data in teacher
management cycle, and undertaking
policy simulations, projections and
interpretation of results. The training
enabled participants to appreciate the
application of the model in budgeting
and planning. Participants had hands-on
practice on the model and application
of relevant software. The model helps

align teacher-needs and spending given
policy priorities and objectives. It can also
enable policy simulations on teacherrelated policies, projecting costs and
simulating implications of different policy
options, while estimating teacher resource
requirements. During the training,
20 senior TSC staff were trained and
certificates awarded.
Other capacity building activities included:
•

Training of trainers on human
rights based approach, indicators,
monitoring and advocacy in the budget
context

•

Training of research assistants under
the wage differentials study

•

Training on public policy for
participants from the private sector

•

Social intelligence analysis training

PARTNERSHIPS, NETWORKS
AND LINKAGES
During the year 2011/12, members of
the Division engaged and networked with
the government, private sector and other
institutions in several activities.
Staff from the Division networked with
the Office of the Prime Minister; National
Economic and Social Council; Ministry
of National Heritage and Culture; NCIC,
Ministry of Justice, National Cohesion
and Constitutional Affairs; Ministry of
Education; Ministry of Labour and Human
Resource Development; Ministry of Higher
Education, Science and Technology;
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Ministry of Health; Kenya Institute of
Education; Kenya National Commission
on Human Rights; Ministry of Gender
and Social Services; Ministry of State
for Planning, National Development and
Vision 2030; World Bank; SIDA; UNICEF;
and National Commission for Gender and
Development (NCGD), among others.

DISSEMINATION
The Division disseminated its research
findings through different fora. During
the year under review, dissemination
activities were undertaken for the
Ministry of Justice National Cohesion
and Constitutional Affairs, on its NCI
policy; and with regional stakeholders’
consultative forums. Other dissemination
activities included the National Transfer
Accounts (NTA) and managing ethnic
diversity in Kenya.
Other specific dissemination activities
included:
•

Presentation of draft report on
heritage and culture to the Ministry
of State for National Heritage and
Culture

•

Workshop on managing ethnic
diversity in Kenya, for various
Permanent Secretaries

•

Regional and national consultative
meetings on the National Integration
and Cohesion Policy
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INFRASTRUCTURE AND ECONOMIC SERVICES
DIVISION
Senior Analyst
Eric Aligula, Acting Head of Division
Analysts
Nahashon Adero
Hellen Osiolo
Mary Karumba
Young Professionals
1. James Gachanja
2.

Dr Eric M. Aligula
Acting Head of Division

T

he aim of the Infrastructure and
Economic Services Division is
to develop innovative, evidencebased infrastructure policy, focusing
on problems inhibiting the development
and provision of physical infrastructure
and services in energy, information and
communications technology, petroleum
transportation and distribution,
solid waste management, transport,
construction, housing,and environmental
health (i.e., water, sanitation, and pollution
control).
Below are abstracts of some of the
outputs for the period:

RESEARCH PAPERS
Energy Programme
Under the energy programme, the Division
carried out primary data collection as part
of the study conducted for the Ministry
of Energy, and organized the national
energy conference. It also developed a

preliminary user interface energy model
based on the 2009 National Energy Survey
carried out by the Division. Gaps in the
model were reviewed and the revisions are
implemented.
Transport Programme
The transport programme addresses
key policy research and analysis geared
towards informing the national transport
policy for reduced congestion and cost
of transit, road safety, and integrated
planning to ensure transit-oriented
development.
The Division prepared a concept paper
on improved management of data on
road accidents in Kenya and a pilot
fieldwork was completed. The Rockefeller
Foundation funded the project and the
report is expected in 2012/13.
Housing and Construction Programme
The Division provided support to the
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design of the Second National Housing
Survey through presentations to the
Joint Steering Committee as well as
stakeholders. The Survey follows the first
one conducted in 1983.
In 2011/12, projections and concepts for
the research on Metropolitan Growth
Management Strategy were updated and
revised.
Water and Sanitation Programme
The Division worked closely with
Macroeconomics Division to prepare the
chapter on water, sanitation and irrigation
under the Public Expenditure Review
(PER).
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PRIVATE SECTOR DEVELOPMENT DIVISION
Principal Policy Analyst
1. Prof. Joseph Kieyah, JD in Law & PhD
in Economics, Head of Division and
Acting Head of Governance Division
Policy Analysts
1. Dr Jacob Chege, PhD in Economics
2. Moses Njenga, MA in Economics
3. Anne Gitonga, MSc in Development
Economics
4. Casty Mbae, MA in Urban and
Regional Planning
Young Professionals
1. Richard Kyalo, MA in Economics
2. Teresa Wairimu Ndungu, MBA
3. Faith Kiboro, MSc in Local Economic
Development
Young Professionals
1. Jane Kibiru
2. Martin Nandalenga

T

he Private Sector Development
Division has four main thematic
areas of research: (i) investment,
growth, opportunities and business
environment; (ii) financial needs of the
private sector; (iii) role of the government
in promoting the private sector; and
(iv) firm development regulation and
competition. The focus of the Division
has been intellectual property rights,
manufacturing, financial sector and
competition.
The Governance Division which was
conceptualized in 2010/2011 recognizes
good governance as a positive contributor
to economic growth and places emphasis
on land governance.

Prof. Joseph Kieyah
Head of Division

RESEARCH PAPERS
Scoping Paper on Manufacturing Sector
in Kenya
Industry is pivotal to economic
transformation due to its high productivity
possibilities relative to other sectors.
Yet, even with some significant
industrialization, the Kenyan economy is
still structurally weak to create jobs and
raise incomes. This raises the question as
to what went wrong with industrialization
in Kenya and why. The paper reviews the
evolution of the Kenyan manufacturing
sector with a view to highlighting the
turning points in the industry, including a
discussion on industrial policies pursued
and an evaluation of the success of these
interventions. The paper also discusses
the structure of the industrial sector,
highlighting its main segments and their
individual value addition and employment,
as well as future prospects. The size
distribution and factor productivity
are also discussed, structured around
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ownership and legal status. Included
in the paper is a discussion on how
industrial policy framework has shaped
industrial development in Kenya. The
paper ends with an analysis of the conduct
of industrial policy and top issues in the
current policy debate.
Market Structure and Performance of the
Kenyan Banking Industry
A key indicator of financial performance
and efficiency is the spread between
lending and deposit rates. If this spread
is large, it works as an impediment
to the expansion and development of
financial intermediation. This is because
it discourages potential savers due to
low returns on deposits, and thus limits
financing for potential borrowers. This
reduces feasible investment opportunities
and thus limits future growth potential.
Despite the reforms in the financial sector,
efficiency in the intermediation process is
still a concern in Kenya. This is evidenced
by the widening interest rate spread,
which leads to high cost of finance. This
has a consequence on the critical role
of financial services in the attainment of
the goals of Vision 2030, where the sector
is supposed to mobilize the required
investment funds.
The wide interest rate spread and
subsequent high cost of finance has
a bearing on the market structure of
the banking industry. Market structure
encompasses the degree of competition,
which reflects the number of market
players and the diversity of financial
assets, the market share of individual

participants, ownership structure and
control, policy regime, and the adequacy
of the legal and regulatory framework.
Indeed, evidence shows that interest rate
spreads are increased by greater market
power of commercial banks. This study
notes the absence of empirical inquiry
into the effects of market structure on the
performance of the banking industry in
Kenya, and attempts to fill that gap.
Understanding the Legal Framework of
Capital Markets in Kenya: A Focus on
Investors’ Protection
Capital markets contribute to economic
growth and development through
mobilization of resources for the private
sector. Through its role in linking savers
and investors, resources for investment
are made available, and if these resources
are utilized efficiently, growth is likely to
take place in an economy. Thus, capital
markets aid the availability of funds, which
can then be used for new investments
or for expansion of existing investments
and thus may lead to economic growth.
Capital markets in Kenya are expected to
play a crucial role of facilitating desired
levels of investments in tandem with
the growth objectives of Vision 2030.
However, the markets have recorded
dismal performance in the recent
past due various factors, including
the waning of investors’ confidence.
The continued downward trend has
implications especially on full exploitation
of the markets as a source of long term
capital. This study reviews the regulatory
framework of capital markets in Kenya,
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focusing on investors’ protection. To draw
experiences, regulatory frameworks of
selected comparator countries are also
reviewed.
Firm Investment Behaviour in Kenya: The
Impact of Special Economic Zones
The manufacturing industry has only
contributed about 10% to GDP in the
last three decades. The decision by the
government to create special economic
zones (SEZs) is therefore a development
model aimed at eliminating the
growth challenges that stifle industrial
development in Kenya and calls for
evaluation of the dynamics of firm’s
investment behaviour so that appropriate
policy interventions are put in place in
SEZ programmes. Investment rate is
thus regressed on interest rate, firm size,
cash flow, product demand and price
uncertainty, locality of a firm in export
processing zone. The paper uses modest
panel data analysis.
Intellectual Property Rights and
Economic Growth: Review of Regulatory
Framework for Patenting in Kenya
This study reviews the present
regulation regime for patents in Kenya
and determines if they sufficiently
encourage innovation and protect local
entrepreneurs. It also reviews the relevant
regulations and institutions to determine
if they are effective and sufficient to
manage and enforce intellectual property,
encourage innovation and investment and
propagate competition.

A review of the regulatory framework
alongside the statistics available on
patent applications made to the Kenya
Industrial Property Institute (KIPI) reveals
several interesting facts, including that
approximately 70% of patents applied
for were by individuals despite the lack
of incentives for individuals to continue
investing in innovative patentable products
or processes. The study also reveals that
very few of the patent applications made
were in the ICT sector, yet a review of
the top patent activity around the world
reveals that majority are in the ICT sector.
The study reveals that Kenya requires
incentives to encourage research and
development (R&D) and promote the
development of the sector by supporting
local entrepreneurs especially in ICT.
A Tool to Address Historical Land
Injustices in Kenya
One of the major land issues that the
government has to tackle is to address
past injustices. The National Land
Policy recommends for restitution,
redistribution and resettlement in order
to facilitate access to utilization of land
and land based resources. In order to
resolve the historical land injustices, new
laws need to be created based on the
principles outlined in the Constitution. The
Constitution recommends for the National
Land Commission to initiate investigations
into present or historical land injustices
and recommend appropriate redress.
Although the National Land Policy
delineates the general framework, it does
not offer prescriptive measures on how
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to resolve this emotive issue, leaving it to
be spelt out in laws that will implement
the policy. The reality is that returning
all land dispossessed since colonial era
could cause instability and weaken the
peace in the country. Therefore, due
diligence is called upon when developing
the framework. This study therefore
aims to establish the applicability of
Aboriginal Title Doctrine in addressing
past injustices in Kenya, based on past
experiences on applicability in other
countries. The study outlines the elements
of Aboriginal Title Doctrine, explores the
application of Aboriginal Title Doctrine in
some countries, traces the evolution of
land policy in Kenya with focus on land
injustices, and finally demonstrates the
applicability of the doctrine in Kenya.
Ndung’u Report on Land Grabbing in
Kenya: Legal and Economic Analysis
Land grabbing is one of the past injustices
that the Constitution of Kenya 2010
and Sessional Paper No. 3 on National
Land Policy of 2009 recommended
for immediate attention. It is a postindependence phenomenon, which
intensified in the 1990s. The phenomenon
has been driven by both external and
domestic factors. Due to its intensity,
there has been outcry from aggrieved
communities and civil society groups
challenging the illegal and irregular
allocations, which largely fueled the
ethnic clashes in 1992, 1997 and 2002.
This outcry prompted the government to
establish the Ndung’u Land Commission
in 2002, which identified the persons to

whom land was allocated unlawfully or
irregularly, and the officers involved in the
allocations.
It also recommended the legal and
administrative measures to be taken.
Though the report was completed in
June 2004, it has not been implemented
to date. The unresolved grievances
may have contributed to the 2007 postelection clashes. This paper analyzes
the recommendations of the Ndung’u
report, and specifically the behaviour of
the beneficiaries of illegally allocated
public land, and assesses what hindered
its implementation. The Commission
recommended two general rules. Rule
I proposed title revocation without
compensation of illegally/irregularly
allocated public land whose public interest
outweighs private development. Rule II
recommended that the land owner pays
market value of the illegally/irregularly
allocated land if private development
outweighs public interest. This study found
that implementation of both rules was not
an easy task, since most of the illegally/
irregularly acquired land had changed
hands. It also noted that both rules were
silent on how valuation between private
versus public interest is determined.
Implementation of recommendations
was also hindered by several conflicting
legislations that govern land ownership,
and lack of political will because majority
of the beneficiaries are still in power.
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CLIENT REPORTS
Africa Growth Initiative/ Brookings
Institution
The Division is spearheading a study
under a collaborative project between the
African Growth Initiative (AGI) at Brookings
Institution, KIPPRA and Nigerian Institute
of Social and Economic Research (NISER).
The project is a Collaborative Research
Programme of the African Development
Bank (ADB), Brookings Institution, Global
Development Network and the United
Nations University – World Institute
of Development Economics Research
(UNWIDER). During the period, the
Division started a scoping paper on the
manufacturing sector in Kenya, and
another on the role of industrial exports in
Kenya: Learning by exporting.
YouthSave Project
This is a partnership between KIPPRA and
the Centre for Social Development (CSD)
of Washington University in St. Louis. It is
a four year project whose objective is to
determine how youth savings in Kenya can
be encouraged. The Division undertook
several activities, including savings
demand assessment and integrative cases
study reports on the financial institutions
learning and exchange event (involving
four countries participating in the
Youthsave project, i.e. Kenya, Colombia,
Nepal and Ghana). The event was held in
Nairobi in November 2011.
A presentation on the role of KIPPRA in
the YouthSave project was made during

the Roundtable Inaugural Meeting of the
YouthSave Country Advisory Board in
December 2011, while a report on Savings
Demand Assessment was presented
during the YouthSave Research Learning
Conference in April 2012 at Washington
University in St. Louis.
Africa Governance Outlook (AGO)
The AGO project is financed by ADB in
collaboration with ACBF. The project aims
to provide a framework for analyzing
contextual factors that shape financial
governance in a country. KIPPRA was
invited to present the methodology to the
Uganda team in February and later invited
to provide an overview of the inception
report to participants from Uganda,
Ethiopia, Rwanda, Ghana, during the
Annual Meeting for Board of Governors
of African Development Bank in Mali and
Burkina Faso, and later in Tanzania.

TASKFORCES
Financial Access Partnership
The mandate of the partnership is to
provide guidance and strategic oversight
on the national survey on measuring
access to financial services in Kenya.
Members include the banking sector,
Central Bank of Kenya, microfinance
sector, Kenya National Bureau of
Statistics, research institutions and
development partners. The third national
survey on access to finance in Kenya
is underway. Earlier surveys done are
FinAccess 2006 and 2009, whose results
have been published.
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Financial Education and Consumer
Protection Partnership

Savings Demand Assessment (SDA) and
the Smata Product.

The partnership brings together
stakeholders from the public and private
sectors. Its responsibilities include
overseeing the implementation of financial
education initiatives, champion for the
active participation of the financial
services sector, and to develop capacity
and knowledge to reach consumers in
a manner that bring about behaviour
change.

Five members of a Uganda team
preparing to undertake the African
Governance Outlook for Kenya were
trained on the Kenyan case study on
methodology.

Taskforce for Development of Research
and Development Policy in Kenya

The taskforce was reconstituted by
the National Council for Science and
Technology (NCST) to develop a Research
and Development (R&D) policy for Kenya.

Regulatory Impact Assessments (RIA)
Technical Working Group
The Division is partnering with the
Business Regulatory Reform Unit (Ministry
of Finance) and Kenya Investment Climate
Program (KICP) (IFC/World Bank Group)
to form a RIA Technical working group
to provide RIA training, pilot RIAs and
prepare guidelines/handbook for RIA use
in Kenya.

PARTNERSHIPS, NETWORKS
AND LINKAGES
The Division particpated in a Collaborative
Research Program of the African
Development Bank (ADB), Brookings
Institution, Global Development Network
and the United Nations University – World
Institute of Development Economics
Research (UNWIDER) under the Learning
to Compete Project.
A Memorandum of Understanding was
also established between the AntiCounterfeit Agency and KIPPRA to
formalize the engagements with the AntiCounterfeit Agency to undertake a study
to explore the nature, extent and scale of
counterfeiting and piracy in Kenya..
The Division is a member of the UNCTAD
Research Partnership Platform (RPP),
aimed at bringing together institutions
such as research institutions and
universities around the world that deal
with issues concerning competition.

CAPACITY BUILDING
The Division provided training to Post
Bank staff in selected branches on the
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KNOWLEDGE MANAGEMENT AND
COMMUNICATIONS DIVISION
STAFF
Felix Murithi, Head of Division
Librarian
Winnie Nguyu
Senior ICT Officer
James Kagwe
Assistant Publications Editor
Purity Njeru
Assistant Librarian
Gladys Njeri Mungai
ICT Officer
Alex Njiru

T

his report covers the activities of
the Knowledge Management and
Communications Division for the
period 2011-2012 under the following
functional areas: KIPPRA Information and
Documentation; Publications; Information
and Communications Technology; and
Communications.

KIPPRA Information and
Documentation Centre
The KIPPRA Information and
Documentation Centre (KIPDOC)
continued to support the research
divisions by acquiring relevant print and
non-print information material, providing
services to various users, and developing
networks for distribution of KIPPRA
publications.

Felix Murithi
Head of Division

Library processes and services:
Processing of new materials continued,
as well as provision of key library services
such as bibliographic searches, reference
searches, loaning, among others. The
Centre started implementing new
library policies and procedures following
successful ISO certification of the
Institute.
Interlibrary loaning: The library entered
into an agreement with the Kenya National
Library Services, and Kenya National
Archives on interlibrary loaning.
AMLIB training: The AMLIB refresher
course was conducted for staff, on various
modules, and the AMLIB software was
also upgraded.
Participation at the Nairobi International
Bookfair: The book fair took place at
the Sarit Centre. During the fair, about
350 publications of the Institute were
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distributed. Apart from the distribution,
the book fair was an important forum to
meet with various organizations and other
stakeholders.
Distribution of publications: The Centre
continued partnering with the Moi
University Bookshop in distribution of
KIPPRA publications, especially in the
western region of Kenya. The Centre
has also entered into a Sale or Return
agreement with Njigua bookshop, while
partnership with the National Assembly
Library is also being worked out. These
partnerships are expected to expand the
distribution and dissemination services,
and marketing of KIPPRA research
materials.
Monitoring media articles and citations:
The Centre continued monitoring articles
by KIPPRA or about KIPPRA as they
appear in Kenya’s mainstream media.
This is important in assessing not only
the visibility of the Institute but also in
monitoring feedback
Networking and professional activities:
The Centre has established membership
with the Kenya Bureau of Standards Information Science Services Technical
Committee; Member of IFLA and KLA;
Member of Librarians without borders;
and cooperation with other local
libraries. Library staff have registered
as members of the Kenya Library
Association, American Library Association,
International Federation Library
Association, OCLC - Europe, Middle East
and Africa Regional Council.

Participation in meetings, workshops,
conferences: The Centre participates
in most dissemination activities of the
Institute, during which they display and
distribute the various KIPPRA research
materials and receive feedback from
clients.
Skills development: Staff from the Centre
benefitted from various capacity building
initiatives by the Institute. This includes
civic education training on the new
constitution, held at the Kenya Institute
of Administration. The Librarian attended
the International SCECSAL training
and annual conference for information
professionals in June 2012. The Assistant
Librarian attended the Jay Jordan/IFLA/
OCLC early career development fellowship
programme in April 2012.

Publications and Website
Development
The aim of the Publications and Website
Development Section is to ensure that
KIPPRA publications are edited and
appropriately packaged before distribution
to the public. The activities mainly involve
formatting, editing, typesetting, and
design and layout before printing. The
Section is also responsible for uploading
the publications to the Institute’s website,
and ensuring that the website is regularly
updated.
KIPPRA publications are produced under
different series:
Kenya Economic Report: This is the
flagship publication of the Institute. The
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report, which is produced annually and
presented to Parliament by the Minister
of Planning, National Development and
Vision 2030, analyses Kenya’s economic
performance for the last year, prospects
for the next three years, and benchmarks
the performance against comparator and
selected countries. The report is produced
in consultation with the Ministry of
Planning, Ministry of Finance, and Central
Bank of Kenya. The inaugural report was
produced in 2009.
Discussion Papers: Discussion Papers
disseminate results and reflections
from ongoing research activities of the
Institute’s programmes. The papers are
internally refereed and are disseminated
to inform and invoke debate on policy
issues.
Working Papers: Working Papers
disseminate results of on-going research
at the Institute. The papers in this series
cover specific policy issues in detail and
are meant to provide policy makers and
researchers with background information
that can be used in developing refined
discussion and policy papers. The papers
are authored and reviewed by KIPPRA
researchers and are disseminated to
provoke debate and solicit comments.

the Institute’s policy research findings.
The findings are expected to stimulate
discussion and also build capacity in the
public policy making process in Kenya.
Special Reports: Special Reports deal
with specific issues that are of policy
concern. The reports provide in-depth
survey results and/or analysis of policy
issues. They are meant to help policy
analysts in their research work and assist
policy makers in evaluating various policy
options. Deliberate effort is made to
simplify the presentation in the reports
so that issues discussed can be easily
grasped by a wide audience.
Occasional Papers: Occasional Papers
focus on broad issues that are of
significance to contemporary policy
concerns. Papers in this series are meant
to generate debate and to inform a wide
audience, including the general public.
They draw on the practical experience
and expertise of a wide cross-section
of persons who have been involved
in research, policy and leadership
positions in government, international
organizations, civil society and business.

Policy Papers: Policy Papers disseminate
results and reflections from ongoing
research activities of the Institute’s
programmes. The papers are internally
refereed and are disseminated to inform
and invoke debate on policy issues.

Conference Proceedings: Conference
proceedings report the proceedings of
conferences and workshops organized
by the Institute. Whenever possible,
discussions at such forums are also
included. The proceedings are compiled
and reviewed by KIPPRA researchers
and are disseminated to inform, provoke
debate and solicit comments.

Policy Briefs: KIPPRA Policy Briefs
are aimed at a wide dissemination of

Training Manuals: The training manuals
are used for capacity building. The
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KIPPRA capacity building programmes
target policy stakeholders—especially
the Young Professionals—government
officers, private sector, and civil
society. The aim is to develop human
and institutional capacity to utilize the
Institute’s research and policy analysis
products, and also create sustainable
capacity for understanding, conducting
and coordinating public policy analysis and
research.
KIPPRA Policy Monitor: In addition to
reviewing the institute’s activities, this
newsletter carries incisive articles on
current policy issues and debate in the
country. It also provides an Economic
Outlook of Kenya’s economy.
The various KIPPRA publications are
available from the KIPDOC and can also
be downloaded from the KIPPRA website,
www.kippra.org. The Institute also has
numerous unpublished research reports
on various policy issues, compiled for
various clients in government and private
sector. While some of these reports are
available to the public, most are for limited
circulation. The KIPPRA Annual Reports
are also a deep source of information on
the activities of the Institute.

Information and Communication
Technology
During the year, the ICT section continued
improving the ICT infrastructure as well
as consolidating and putting up measures
to maintain what was in place. Effort
was made towards completing work
plan activities as well as meeting the

performance contracting targets. The
strategic plan also guided the activities,
with an effort to improve user support and
ensure efficiency.
Procurement, deployment and
maintenance of IT infrastructure: This
is the core activity of the ICT section.
Procurement mainly involves desktops and
laptops, projection equipment, software,
telecommunication and communication
equipment, among others. Among the
items procured or upgraded include
fax machine, LCD screen and other
infrastructures for overhead projection,
teleconference phone, desktops and
laptops, upgrading the PABX, and server
room upgrade. Procurement of software
included Onenote, and a new antivirus
software.
User support: Staff in ICT were engaged
in resolving user issues and problems
ranging from operating system installation
patches and updates, antivirus updates
and installations, and resolving hardware
issues. They also participated in assisting
in further implementation of Navision
ERP. User supports also involves induction
and setting up of new staff. ICT staff were
engaged in resolving user issues and
problems ranging from operating system
installation patches and updates, antivirus
updates and installations, and resolving
hardware issues. They also participated in
further implementation of Navision ERP,
and continued with backups and disaster
recovery activities.
Workshops, seminars and field work: ICT
staff provide support in various workshops
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and seminars, both internally and outside
KIPPRA.
Website and Intranet: Updating and
maintenance of the website and intranet
is a priority activity. Over the last couple
of years, the Institute has upgraded its
website and intranet to provide a better
forum of interaction between staff and the
outside world, and vice versa, and among
staff through the intranet. A number of
updates and upgrades were done on the
website. Use of the helpdesk module on
the intranet also commenced to enable
staff raise help desk issues.
Assets Management: This includes
identification and tagging of assets, and
verifying and updating the inventory
records of assets in KIPPRA. ICT staff
were involved in tagging of assets,
verifying and updating the inventory
records of assets in KIPPRA.
Repairs and maintenance: This is a
routine activity. Maintenance was carried
out for the server room air conditioner.
Three small network switches were
installed to enable network sharing for
small groups where there are limited
network points.

Communications
KIPPRA acknowledges that effective
communications is critical in achieving
its mandate. During the period, a
Communications Officer was recruited
to join the Division, for the first time, but
unfortunately left after only a couple of
months. Some of the achievements during
the period included the following
Communications Audit: A systematic
assessment of the communications
practices at KIPPRA was conducted both
formally and informally to determine what
is working well, what is not, and what
might work better if adjustments are
made.
Communications Strategy: A draft was
developed, incorporating findings from the
audit.
Media Relations: Media coverage was
organized for several workshops.
Finally, the Communications person
hosted a group of students from
Narok University’s Public Policy and
Administration Department. The group
aimed to understand how KIPPRA works
as a Think Tank and how it influences
policy in Kenya.
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PROCUREMENT
Senior Supply Chain Management Officer
Peter Munyaka Munene

P

rocurement for the year under
review was undertaken through
Tender and Procurement
Committees. The following are some of
the major procurement activities over the
period:
•

Hire of vehicles various fieldwork
projects

•

Adjudication of EIA consultancy
service for KIPPRA headquarters

•

Purchase of various ICT materials,
hardware and software

•

Procurement of repair and
maintenance services

•

Procurement of printing and
publication services

•

Procurement of office furniture

•

Procurement of library books

•

Procurement of venues for workshops
and other institute’s functions

Peter M. Munene
Senior Supply Chain
Management Officer

•

Procurement of consultancy
services for customer and employee
satisfaction surveys

•

Procurement of consultant for various
trainings

•

Procurement of various office
stationeries

All procurement activities were conducted
as per Public Procurement and Disposal
Act 2005 and Regulation 2006.
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INTERNAL AUDIT
Internal Auditor
Michael Mbwavi

T

he purpose of Internal Audit is to
perform an independent appraisal
of the operations of the Institute
as a service to management and the
Board. It is the aim of Internal Audit to
assist management in maintaining a
sound internal control environment and to
identify weaknesses and departures from
established procedures.
This is achieved by providing the
Institute with analyses, appraisals,
recommendations, counsel and
information concerning activities reviewed
and expressing opinions on controls
established to manage the risks of the
Institute.
The Board Audit Committee met twice to
deliberate on the audit reports undertaken

Mr Michael Mbwavi
Internal Auditor

during the year. During the year, the
Internal Audit function carried out stores
audit, and also security Audit,
Internal audit also establishment
the Institutional Risk Management
Framework, and maintained the ISO
Management System. Internal audit also
created the audit manual.
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FINANCE AND INVESTMENT DIVISION
STAFF
Finance and Investment Manager
Maina Njoroge, MBA (Finance), CPA(K),
Head of Division
Senior Accountant
Nicholas Ogolla, BCom (Accounts),
CPA(K),CPS(K), CSIA

Maina Njoroge
Head of Division

Assistant Accountant
Pamela Kilwake

T

he finance function continued to
provide the necessary support to
the other divisions. Expenditure
was controlled and monitored in
compliance with the approved annual
budget. Quarterly management and
performance contract reports were
prepared and submitted. Finance made
continuous efforts to strengthen and
improve the existing internal controls.
Recommendations arising from external
and internal audits were addressed and
implemented.

GOVERNMENT PRINTED
ESTIMATES
In the Government printed estimates for
year 2011/12 published in June 2012, the
Institute was allocated Ksh 179 million:
Ksh 112 million and Ksh 67 million for
recurrent and development expenditure,
respectively. The allocation was consistent
with the Institute’s approved budget for
the year.

ACBF KIPPRA III GRANT
In July 2011, the Finance Manager
and Procurement Officer attended a
dissemination workshop in Johannesburg,
South Africa, organized by ACBF. The
workshop was aimed at disseminating the
recently-launched ACBF disbursement
and procurement manuals together with
interim financial reporting guidelines.
No funds were received from ACBF
KIPPRA III grant. However, all the
documents required were processed and
submitted to ACBF in May and June 2012.
The documents included the following:
1.

Comfort Letter from I&M Bank Ltd for
the Special USD Account;

2.

Comfort Letter from Commercial
Bank of Africa for the Kenya Shillings
Current Account;

3.

Names and Specimen Signatures for
authorized signatories for Special
Account, appointed by the Minister for
Finance;
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4.

Application for Withdrawal No. 1 for
the initial advance of USD 250,000;
and

5.

Names and Specimen Signatures for
authorized signatories of the CBA
Current Account;

During the period, the Institute hosted
several ACBF missions: Programme
Manager, Disbursement Officer,
Procurement Specialist and M&E
Specialist. A further meeting was held
early in July. During the missions the
following were discussed and agreed:
1.

Institute to revise its 2012/13 Budget
and Work Plan, bringing forward
activities that were planned for the
first two years;

2.

To submit a revised Budget,
Implementation Plan and
Procurement Plan; and

3.

Implementation of the Grant to
commence during 2012/13. The
Institute was requested to consider
requesting ACBF for extension of the
grant period by 1-2 years in view of
the lost time so as to fully utilize the
grant’s funds as planned.

IMPLEMENTATION OF NAVISION
ACCOUNTING SYSTEM
The Finance Division completed the final
phase of implementation of Navision
accounting system and retired the
previous system.

FINANCIAL RESULTS AS AT 30 JUNE
2012
During the year, the Institute received
a total of Ksh 313.9 million in form of
grants, project and other income against a
total of Ksh 351.6 million received during
2010/11 financial year.
Government of Kenya Funding
The Government funding to the Institute
rose from Ksh 175 million the previous
year to Ksh 186.8 million.
Think Tank Initiative (TTI)
In 2009, the International Advisory
Group of TTI recommended a four-year
budgetary support to the Institute of CAD$
1.7 million (equivalent to Ksh 122 million)
starting from 2009/10 financial year. The
Institute is to receive an annual budget of
CAD$ 350,000 for the first two years with
the possibility of budgetary increase in the
two subsequent years.
Income from Contracted Projects
The Institute continued to attract
commissioned projects from the
Government and its agencies, and
international organizations. During the
year, the Institute received a total of Ksh
79.7 million.

INVESTMENTS
As part of the sustainability strategy, the
Institute continued to invest surplus funds
from contracted projects in Treasury Bills
and fixed deposit accounts. As at 30 June
2012, the Institute had invested Ksh 212.4
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million in Treasury bills as compared to
Ksh 121 million the previous year.
Overall, the Institute closed the year with
a favourable cash position with bank and
cash balances of Ksh 72.3 million. As at
the end of the year, the Institute had an
investment portfolio amounting to Ksh
212.4 million as compared to Ksh 121
million in 2010/11. Total reserves and
liabilities increased from Ksh 367.2 million
in 2010/11 to Ksh 408.1 million.

AUDITED FINANCIAL
STATEMENTS
The Institute’s Statement of
Comprehensive Income and Statement of
Financial Position for the year ended 30
June 2012 are presented here below:
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KENYA INSTITUTE FOR PUBLIC
POLICY RESEARCH AND ANALYSIS
(KIPPRA)

FINANCIAL STATEMENTS FOR
YEAR ENDED
30 JUNE 2012
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BOARD COMMITTEES
The Board has four standing Committees, which meet quarterly or as required. The
Committees have been set up with clear terms of reference to facilitate efficient and
effective decision-making of the Board in discharging its duties, powers and authorities.
The Programmes Committee is charged with review of annual and quarterly work plans,
and Performance Contracts. The Finance Committee reviews annual budgets and
procurement plans, quarterly and annual financial reports.
The Audit Committee works closely with the internal audit unit and plays a critical
role in reviewing financial information and ensuring that the system of internal
controls is effectively administered. It considers significant audit findings identified
by the Institute’s internal and external auditors. The Committee maintains oversight
on internal controls, and makes recommendations on financial information, risk
management, policies and audit issues.
The General Purposes Committee advises the Board on organizational structure,
administration, human resource policy and capacity enhancement/building, reviews the
salaries, benefit packages and service contracts, recruitment of senior staff ensuring
that these are competitively structured and linked to performance. The Committee also
makes recommendations for broad guidelines that promote operational efficiency.
Programmes Committee		
Prof Francis Mwega - Chair		
Dr Cynthia Kipchillat			
Mr Antony Muriu			
Mr Jamshed A. Abubakar		
Dr Festus Murithi Meme			
		

Finance Committee
Mr Nyamache Nyachienga - Chair
Mrs Josephine Kanyi			
Mrs Ogla Karani				
Mr Samson Obae			
Dr Festus Murithi Meme				

Audit Committee			
Dr Cynthia Kipchillat - Chair		
Mr Jamshed A. Abubakar		
Mr Samson M. Okioma			
Mr Jackson Gitahi			
Mr Antony Muriu			
				

General Purposes Committee
Mr Jackson K. Gitahi - Chair
Prof Francis Mwega			
Mr Samson Obae			
Mrs Ogla Karani				
Mrs Josephine Kanyi				
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REPORT OF THE DIRECTORS
The directors present their report together with the audited financial statements for the
year ended 30 June 2012.

1. INCORPORATION
The Kenya Institute for Public Policy Research and Analysis (KIPPRA) was formally
established through Legal Notice No. 56 in the Kenya Gazette of 9 May 1997, and later
through the KIPPRA Act No. 15 of 2006. KIPPRA is an autonomous public institute
whose primary mission is to conduct public policy research and analysis leading to
policy advice to the Government of Kenya (GoK) and the private sector. The Institute
operates under the Ministry of Planning, National Development and Vision 2030.
The object and purpose for which the Institute was established is to develop human
and institutional capacities which shall, by undertaking economic forecasting, policy
analysis and research, contribute to the formulation of medium and long-term strategic
perspective for the economic and social development of Kenya.

2. PRINCIPAL FUNCTIONS
The principal functions of the Institute are to:
•

Develop capacities in public policy research and analysis and to assist the
Government in the process of policy formulation and implementation;

•

Identify and undertake independent and objective programs of research and
analysis, including macroeconomic, inter-disciplinary and sectoral studies on
topics affecting public policy in areas such as human resource development, social
welfare, environment and natural resources, agriculture and rural development,
trade and industry, public finance, money and finance, macroeconomic and
microeconomic modelling;

•

Provide advisory and technical services on public policy issues to the Government
and other agencies of the Government;

•

Communicate the findings and recommendations of the Institute’s research
programs to the agencies of the Government concerned with implementation of
public policy;

•

Serve as a point of communication and encourage the exchange of views between
the Government, the private sector and other bodies or agencies of the Government
on matters relating to public policy research and analysis;

•

Collect and analyse relevant data on public policy issues and to disseminate the
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REPORT OF THE DIRECTORS (Continued)
Institute’s research findings to persons it deems appropriate to publish such
research findings;
•

Develop and maintain a reservoir of research resources on public policy and related
issues and make these available to the Government, the private sector and learning
institutions in Kenya; and

•

Undertake public policy research and analysis for the Government and for clients in
the private and public sectors.

3. RESULTS

Income
Grants from donors
Grant from GoK
Projects income
Other income
Total income
Expenditure
Operating surplus
Net finance income
Net surplus for the year

30 June
2012
Ksh ‘000

30 June
2011
Ksh ‘000

27,386
186,782
79,654
20,113
_______
313,935
(291,098)
_______
22,837
3,045
_______
25,882
======

85,726
175,000
85,832
5,068
_______
351,626
(258,212)
_______
93,414
3,049
_______
96,463
======

4. BOARD MEMBERS’ BENEFITS
No Board member has received or become entitled to receive any benefit other than
members’ allowances and amounts received under employment contract for the
Executive Director.

5. AUDITOR
The Kenya National Audit Office (KENAO) is responsible for the statutory audit of the
Institute’s books of account in accordance with Section 14 of the Public Audit Act, 2003.
By Order of the Board
Executive Director
Nairobi
10th…/December…/2012
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES
The KIPPRA Act requires the Institute to prepare financial statements for each financial
year that give a true and fair view of the state of affairs of the Institute, as at the end
of the financial year and its operating results for the year. It also requires the Board to
ensure that the Institute keeps proper accounting records that disclose with reasonable
accuracy the financial position of the Institute. The Board is also responsible for
designing, implementing and maintaining internal controls relevant to the preparation
of financial statements which are free from material misstatement, whether due to
fraud or error; selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances. The directors are also
responsible for safeguarding the assets of the Institute.
The directors accept responsibility for the financial statements, which have been
prepared using appropriate accounting policies supported by reasonable and prudent
judgments and estimates, in conformity with International Financial Reporting
Standards. The directors are of the opinion that the financial statements give a true
and fair view of the state of the financial affairs of the Institute and of the results of its
operating results. The directors further accept responsibility for the maintenance of
accounting records which may be relied upon in the preparation of financial statements,
as well as adequate systems of internal financial control.
The Board is required to prepare the financial statements on the ongoing concern basis
unless it is inappropriate to presume that the Institute will continue in business.
Nothing has come to the attention of the directors to indicate that the Institute will
not remain a going concern for at least the next twelve months from the date of this
statement.
Approved by the Board on 10th/December /2012 and signed on its behalf by:

_______________________ 		
DR ERIC M ALIGULA				
AG. EXECUTIVE DIRECTOR			

_______________________
PROF AGNES W. MWANG’OMBE
CHAIRPERSON
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STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2012
Note
		

30 June
2012
Ksh ‘000

30 June
2011
Ksh ‘000

INCOME
Grants from donors
4
Project income
5
Grant from GoK		
Other income		
		
Total income		
		

27,386
79,654
186,782
20,113
_______
313,935
_______

85,726
85,832
175,000
5,068
______
351,626
______

EXPENDITURE
Staff costs
6
Operating and Administration costs
7
Consultants fees		
Training & Workshops		
Depreciation
9
Board expenses		
Bank charges		
		
Total expenditure		
		
Operating surplus		
Net finance income
8
		
Net surplus for the year		
		

168,942
62,201
20,734
26,131
6,893
5,972
225
_______
291,098
_______
22,837
3,045
_______
25,882
======

145,264
63,818
16,003
20,539
8,051
4,338
199
_______
258,212
_______
93,414
3,049
_______
96,463
=======
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STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2012
		
Note

30 June
2012
Ksh ‘000

30 June
2011
Ksh ‘000

ASSETS
Non-current assets
Property, Plant & Equipment
9
Staff gratuity fund
14
Short-term investments
16
EFD-Kenya account (Appendix VII)
17
		
Total non-current assets		
		

14,644
18,207
212,449
6,101
_______
251,401
_______

13,784
20,915
121,006
3,172
_______
158,877
_______

Current assets
GoK Funds Receivable		
Other receivables and prepayments
11
Bank and cash balances
12(b)
		
Total current assets		
		
Total assets		
		

45,650
38,744
72,313
_______
156,707
_______
408,108
======

37,010
171,362
_______
208,372
_______
367,249
=======

RESERVES AND LIABILITIES
Reserves
Accumulated fund		
Revaluation reserve		
		
Total reserves		
		

352,345
2,700
_______
355,045
_______

326,447
2,700
________
329,147
________

15,921
6,101
_______
22,022

3,070
________
3,070

18,207
4,531
8,303

20,915
3,047
11,070

Non-current liabilities
Gratuity Payable		
EFD account (Appendix VII)
17
		
Total non-current liabilities		
Current liabilities
Staff Gratuity Fund
14
Accrued staff leave
15
Accounts payable
10
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STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2012 (Continued)
		
Total current liabilities		
		
Total Reserves and Liabilities		
		

_______
31,041
_______
408,108
======

_______
35,032
_______
367,249
======

The directors approved the financial statements on pages 7 to 33 on 10th/December
/2012 and were signed on its behalf by:

…………………………………………….		
Dr. Eric M. Aligula		
Ag. Executive Director		

………………………………………………
Prof Agnes W. Mwang’ombe
Chairperson
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STATEMENT OF CHANGES IN RESERVES
FOR THE YEAR ENDED 30 JUNE 2012
						
						

Revenue		
Ksh ‘000		

Capital		
Ksh ‘000

Total
Ksh ‘000

As at 1 July 2010
			
Excess audit provision 2009/10			
Refund of 2008/09 PE balance			
Refund of 2010/11 PE balance			
Surplus for the Year				
						
As at 30 June 2011				
						
As at 1 July 2011				
Excess audit provision 2010/11			
Withholding tax deduction & other adjustments
Surplus for the year				
						

239,935		
450		
(2,109)		
(8,292)		
96,463
_______
326,447		
======		
326,447		
150		
(133)		
25,882
_______

2,700
_______
2,700
======
2,700
-		
_______

242,635
450
(2,109)
(8,292)
96,463
_______
329,147
======
329,147
150
(133)
25,882
_______

Balance at 30 June 2012			

352,346		

2,700

355,046

						

======

======

======

Improving public policy making for economic growth and poverty reduction

KIPPRA Annual
Report and
Financial
Statements 2011/12

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2012
30 June
2012
Ksh ‘000

30 June
2011
Ksh ‘000

(16,633)
821
(145)
252
(81)
__________
(15,786)

147,267
924
(2,109)
(8,292)
960
__________
138,750

(7,741)
(91,443)
__________
(99,185)

(5,383)
(49,605)
___________
(54,988)

15,921
(99,050)
171,362
--------Cash and cash equivalent the end of the period (Note 12b)
72,313
========

83,762
87,600
----------171,362
========

OPERATING ACTIVITIES
Cash generated from operating activities (Note 12a)
Interest received
Refund of 2008/09 EU PE balance
Refund of 2010/11 PE Balance
Project Income Tax Withheld
2009/10 provisions not utilized
2010/11 provision not utilized
Staff leave paid

INVESTING ACTIVITIES
Purchase of equipment
Short term investments

FINANCING ACTIVITIES
Gratuity Fund
Increase / (Decrease) in cash and cash equivalent
Cash and cash equivalent at the beginning of the period
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The financial statements are prepared in accordance with International Financial
Reporting Standards (IFRS). The principal accounting policies adopted remain
unchanged from the previous reporting period and are set out below.
(a) Basis of preparation
The financial statements have been prepared under the historical cost convention as
modified to include valuation of donations received in kind, long term investments and
equipment as described below.
(b) Revenue
(i) Grants
Unrestricted grants are accounted for in the period when confirmation of the
commitment to pay is received from the donors or the Government of Kenya (GoK).
Grants received for specific purposes are treated as deferred income and only credited
to the income and expenditure statement when the activities for which they were
provided for have been undertaken.
Grants received for specific asset purchases are treated as deferred income for asset
acquisition and only credited to the income and expenditure statement when the
activities for which they were provided for have been undertaken.
(ii) Project income
Project income represents income generated from commissioned projects carried out
by KIPPRA and is accounted for on an accrual basis. The income is net of withholding
tax, where applicable.
(iii) Donations in kind
Donations in kind are recognised on a receipt basis and recorded at their estimated
market values.
(iv) Interest income
Interest income is recognized on an accrual basis.
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(c) Financial instruments
Financial instruments carried on the balance sheet include cash on hand and bank,
investments, trade and other receivables and trade and other payables. The particular
recognition methods adopted are disclosed in the individual policy statements
associated with each item.
(d) Plant, property, equipment and depreciation
Plant, property and equipment are stated at cost, less accumulated depreciation and
any other impairment in value.
Subsequent costs are included in the assets’ carrying amount or recognized as a
separate asset as appropriate, only where it is probable that future economic benefits
associated with the item will flow to the Institute and the cost of the item can be
measured reliably. All other repairs and maintenance costs are charged to the income
and expenditure account in the financial period in which they are incurred.
Depreciation is calculated on the straight line basis, at annual rates estimated to write
off carrying values of the plant, property and equipment over their expected useful life.
The annual rates in use are as follows:						
Furniture and fittings			
12.5%
Computers 				
33 1/3%
Office equipment				
12.5%
Motor vehicles				
25%
The carrying values of property, plant and equipment are reviewed for impairment when
events indicate that the carrying values may not be recoverable and are adjusted for
impairment where it is considered necessary. Gains or losses on disposal of property,
plant and equipment are determined by reference to their carrying amounts and are
taken into account in determining operating surplus/ (deficit). On disposal of re-valued
assets, amounts in the evaluation surplus relating to the asset are transferred to
retained earnings.
(e) Intangible assets
The costs incurred to acquire and bring to use specific computer software licences are
capitalized. The costs are amortized on a straight line basis over the expected useful
lives, not exceeding three years. The carrying values of intangible assets are reviewed
for impairment when events or changes in circumstances indicate that the carrying
values may not be recoverable.
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(f) Trade and other receivables
Trade and other receivables are recognized at anticipated realisable values less an
allowance for any uncollectible amounts. An estimate/specific provision is made for
doubtful receivables based on the review of all outstanding amounts at the year end.
(g) Trade and other payables
Trade and other payables are stated at their nominal value.
(h) Foreign currencies
Assets and liabilities denominated in foreign currency are translated into Kenya
shillings at the rates of exchange ruling at the Statement of Financial Position date.
Transactions during the year are translated at the rates ruling on the transaction dates.
Differences on exchange are dealt with in the income statement in the period in which
they arise.
(i) Taxation
The Institute is exempt from taxation and, therefore, no provision for tax liability has
been made in the financial statements.
(j) Cash and cash equivalents
Cash and cash equivalents comprise cash at bank, cash in hand, and short term
deposits and investments with an original maturity of three to six months or less.
(k) Long term investment
Long-term investments are stated at market value. Gains and losses arising on
revaluation of the investments are dealt with in the income statement.
(l) Retirement benefits
The Institute contributes to a statutory defined contribution pension scheme, the
National Social Security Fund (NSSF). The Institute’s obligations to the NSSF are
charged to the income statement as they fall due.
(m) Contingent liabilities
Contingent liabilities are possible obligations whose existence will be confirmed only by
uncertain future events or present obligations where the transfer of economic benefit is
uncertain or cannot be reliably measured.
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2. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES
The Institute’s activities expose it to a variety of financial risks including liquidity risks,
effects of changes in foreign currency. The Institute’s overall risk management
programme focuses on unpredictability of changes in the business environment and
seeks to minimize the potential adverse effects of such risks on its performance by
setting acceptable level of risks.
a) Market risk
Market risk is the risk that changes in market prices, such as interest rate, equity
prices, and foreign exchange rates will affect the Institute’s income or value of its
holding of financial instruments. The objective of market risk management is to manage
and control market risk exposures within acceptable parameters, while optimising the
return on risk. The Institute’s market risk is low, based on its nature of business.
b) Foreign exchange risk
The Institute is exposed to foreign exchange risk arising from various currency
exposures, primarily with respect to the US Dollar. Foreign exchange risk arises from
future commercial transactions, and recognized assets and liabilities. The Institute
manages foreign exchange risk by converting its foreign currency collection into local
currency on an on-going basis to cater for its operational requirements. As a result, the
Institute does not hold large amounts of foreign currency deposits.
d) Credit risk
Credit risk is the risk of financial loss to the Institute if a client or counterparty to a
financial instrument fails to meet its contractual obligations and arises principally from
the Institute cash and cash equivalents and deposits with banks, as well as trade and
other receivables. The Institute does not have any significant concentrations of credit
risk. The Institute assesses the credit risk quality of each client, taking into account its
financial position, past experience and other critical factors. The Institute investments in
Government securities, and in particular treasury bills, that are risk free.
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The amount that best represents the Institute’s maximum exposure to credit at 30 June
2012 is made up as follows:
Ksh ‘000
Kshs. ‘000
June 2012
June 2011
Prepaid rent
Rent deposits
Car Park deposits
Accrued projects’ income
Interest income receivable
Other deposits, prepayments and advances

418
2,222
2,130
332
332
34,552
26,207
29
3,610
1,192
4,550
_______
______
Total
38,745
36,829
=======
======
No collateral is held for any of the above assets. All receivables that are neither past
due nor impaired are within their approved credit limits, and the bulk are with reputable
Government institutions and other parties that the Institute collaborates within in the
area of research. The Institute writes off receivables as and when the Board determines
that the receivables are uncollectible. Cash at hand is placed with reputable bankers.
The bankers have issued a letter of comfort guaranteeing donor funds from any lien.
e) Liquidity risk
Liquidity risk is risk that the Institute will encounter difficulty in meeting its obligations
from its financial liabilities.
The Institute’s approach to managing liquidity is to ensure, as far as possible, that it
will always have sufficient liquidity to meet its obligations when due, under both normal
and stressed conditions, without incurring unacceptable losses or risk of damaging the
Institute’s reputation.
The Institute ensures that it has sufficient cash on demand to meet expected operational
expenses, including the servicing of any financial obligations; this excludes the potential
impact of extreme circumstances that cannot reasonably be predicted. All liquidity
policies and procedures are subject to review of the management and approval by the
Board of Directors. The ultimate responsibility for liquidity risk management rests with
the Board, who have built an appropriate liquidity risk management framework for
the management of the Institute’s short, medium and long-term funding and liquidity
management requirements. The Institute manages liquidity risk through continuous
monitoring of forecasts and actual cash flows.
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The following provides a contractual analysis of the Institute’s financial liabilities as at
30 June 2012:

Projects’ Payables
Payables under GoK Account
Payables under TTI Account
EFD-Kenya Account
Total

Ksh ‘000
June 2012

Kshs. ‘000
June 2011

5,958
1,572
773
_______
8,303
=======

87
10,445
436
102
________
11,070
========

f) Capital risk
The Institute is not exposed to capital risk as it does not have share capital, being a state
corporation fully owned by the Government.
g) Operational risk
Operational risk is the risk of direct or indirect loss arising from a wide variety of causes
associated with the Institute’s processes, personnel, technology and infrastructure, and
from external factors other than credit, market and liquidity risks such as those arising
from legal and regulatory requirements and of generally acceptable standards.
The Institute’s objective is to manage operational risks so as to balance the avoidance of
financial losses and damage to the Institute’s reputation with overall cost effectiveness
and to avoid any control procedures that restrict initiative and creativity in the Institute.
The primary responsibility of the development and implementation of controls
to address operational risk is assigned to the Institute’s management, with the
overall responsibility resting with the Board. This responsibility is supported by the
development of overall Institute standards for the management of operational risks in
the following areas:
i.

Requirement for appropriate segregation of duties including independent
authorization and approval of transactions;

ii.

Requirement for reconciliation and monitoring transactions;

iii. Documentation of controls and procedures;
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iv. Compliance with regulatory and other legal requirements;
v.

Requirements for periodic assessment of operational risks faced by the Institute,
and adequacy of controls and procedures to address the risks identified;

vi. Development of contingency plans;
vii. Risk mitigation, including insurance where this is effective;
viii. Training and professional development of its personnel; and
ix. Adherence to ethical and business standards.
Review of compliance with Institute standards is reviewed on an on-going basis. The
Institute has developed a staff code of conduct, which each employee is required to sign
an integrity pact for compliance.
h) Reputation risk
Reputation risk is risk of failing to meet standards of performance or behaviour required
or expected by stakeholders in commercial activities or the way in which business is
conducted. Reputational risks arise as a poor management of problems occurring in
one or more of the primary risk areas and/or from social, ethical or environmental
risk issues. All members of staff have a responsibility for maintaining the Institute’s
reputation.
i) Governance risk and compliance
Governance risk is risk that the Institute will not identify, measure, report and
appropriately manage risks to achieve governance objectives with integrity and
confidence. In order to mitigate governance risk, the Board ensures that it fulfils its
regulatory obligations, duties and responsibilities. The Institute has developed and
implemented a Board charter, and regularly organizes Board training corporate
governance.

3. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS
Estimates and judgments are continually evaluated and are based on historical
experience and other factors, including experience of future events that are believed to
be reasonable under the circumstances.
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a) Key sources of estimation uncertainty
The following are main assumptions concerning the future, and other key sources of
estimation uncertainty at the balance sheet date, that have a significant risk of causing
a material adjustment to the carrying amounts of assets and liabilities within the next
financial year.
b) Useful lives of plant, property and equipment			
As described above, the Institute reviews the estimated useful lives of plant and
equipment at the end of each annual reporting period. Critical estimates are made by
the Authority members in determining depreciation rates for the property, plant and
equipment. The rates are set out in note 1 (d) above.
c) Provisions and contingent liabilities
The Institute reviews its obligations at the end of each balance sheet date to determine
whether provisions need to be made and if there are any contingent liabilities. In
the process of applying the Institute’s accounting policies, management has made
judgements in determining:
• Whether assets are impaired
• The classification of financial assets and leases
• Provisions and contingent liabilities

4. GRANTS FROM DONORS

European Development Fund (EDF)
Think Tank Initiative (TTI)

30 June
2012
Ksh 000

30 June
2011
Ksh 000

27,386
_______
27,386
======

56,421
29,305
_______
85,726
======
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30 June
2012
Ksh 000

30 June
2011
Ksh 000

1,661
1,162
415
872
8,028
5,730
5,455
281
2,965
15,905
222
5,640
1,379
1,379
353
1,832
9,965
2,377
2,862
2,079
4,123
4,970
-

582
2,307
6,903
9,890
6,675
3,511
777
12,000
5,538
743
484
2,984
2,842
560
675
389

-

9,997
983
3,976

5. PROJECT INCOME
Project Name:
ACBF: African Governance Outlook (Kenya)
FANRPAN: Collaboration Workshop
ACBF: ACI Regional Focal Points
FAO: Monitoring Food & Agricultural Policies (MAFAP)
Ministry of Energy: 2nd National Energy Conference
Brookings Institute: African Development & Structural Transformation
Amsterdam Institute for International Development: Health Insurance
Hawaii State University: NTA Workshop
SIDA: Public Expenditure Review
MOE: Petroleum Demand in Mt Kenya & Northern Kenya
TSC: Teachers Staffing Model
Salaries & Remuneration Commission: PP Sector Wage Differentials
JICA: Youth Unemployment & Underemployment in Kenya
JICA: Inequalities & Social Cohesion Study
EACC: Public Policy Training
Ministry of Agriculture: Commodities Exchange
SCAC: Management of State Corporations in Kenya
ACET: Country Case study on Economic Transition
Washington University: Youth Save
Ministry of Trade: Cluster Analysis
MOJCA: National Cohesion & Integration Policy
Energy Regulatory Commission: Petroleum Demand Study
Presidency & Cabinet Office: State of Ethnicity in the country
UNDP: Crime Victimization Project
UNIFEM: Gender gaps in Secondary Schools
Health Insurance Project
IFPRI: Policy Dialogue on Food Security
Brookings Institute: Liberalization of firm Productivity in Nig & Kenya
Ministry of Livestock: ASCU
Ministry of Fisheries: ASCU
KIA: Public Policy Formulation & Mgt Course
KACC: Public Policy Analysis Course
ACBF: Study of Financial Governance in Kenya
Ministry of State for Culture & National Heritage: The Role of
Culture in Nat Dev
National Economic & Social Council: Unemployment in Kenya
Ministry of Energy: Petroleum Demand
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WHO: Ministry of Health Papers
Institute of Development Studies: Climate Change

=======
79,654
=======

Total

2,807
1,209
=======
85,832
=======

6. STAFF COSTS

Salaries and Gratuity

TTI

GoK

Reserves

Projects

Ksh’ 000

Ksh ‘000

Ksh ‘000

Ksh ‘000

30 June
2012

30 June
2011

Ksh ‘000

Ksh ‘000

16,045

57,162

70,599

-

143,805

125,598

Bonus

-

-

-

10,606

10,606

10,855

Recruitment

-

573

-

-

573

377

Medical expenses

-

9,000

2,948

-

11,948

7,784

Group life insurance

-

446

-

-

446

738

Accrued staff leave

-

650

914

-

1,565

(88)

______

______

______

______

_____

______

16,045

67,831

74,462

10,606

168,943

145,264

=======

=======

======

=======

=======

=======

The average number of persons employed by the Institute during the period was 52 (30 June
2011 - 54).
7. OPERATING & ADMINISTRATION COSTS
June 2012
Ksh ‘000

June 2011
Ksh ‘000

1,278
143
1,094
1,343
646
1,715
631
3,681
2,171

895
102
1,188
1,375
859
2,147
1,337
6,065
2,173

Motor vehicle expenses
Postage & courier
Telephone
Internet
General insurance
Stationery
Library
Publications
Repairs and maintenance
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Rent
Legal fees
Provision for audit fees
Travel
Research costs
Others

16,242
560
350
2,675
25,032
4,640
62,201
====

14,710
18
500
5,365
23,880
3,204
63,818
=====

8. NET FINANCE INCOME
			
			

		

30 June 		 30 June
2012		
2011
Ksh ‘000		 Ksh ‘000

Interest received on bank deposits			
Exchange gain/(loss)			
			
			
			

821		
924
2,224		
2,125
_____ 		 ______
3,045		 3,049
=====		 ======

9. PROPERTY, PLANT & EQUIPMENT
Furniture and
Computers
Fittings		
Ksh ‘000
Ksh ‘000

COST

Intangible
Assets
Ksh ‘000

Office
Motor
Equipment Vehicles
Ksh ‘000 Ksh ‘000

Total
Ksh ‘000

At 1 July 2011
Additions
Fully Dep at 30.06.11

14,670
553
(7,338)

25,483
1,572
(22,968)

7,190
276
(5,569)

11,608
17,172
971
4,369
(3,653) (10,291)

76,123
7,741
(49,819)

At 30 June 2012

7,885
=====

4,087
======

1,897
=====

8,926
=====

11,250
=====

34,045
======

11,025
970
(7,152)
4,842
======

24,329
1,362
(22,951)
2,740
======

6,379
632
(5,569)
1,442
=====

6,818
13,788
1,116
2,813
(3,869) (10,290)
4,065
6,310
=====
=====

62,339
6,893
(49,831)
19,401
======

3,027
=====
3,645
=====

1,347
=====
1,154
====

455
====
811
=====

4,861
=====
4,790
=====

DEPRECIATION
At 1 July 2011
Charge for the period
Fully Dep at 30.06.11*
At 30 June 2012

NET BOOK VALUE
At 30 June 2012
At 30 June 2011
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During 2010/11 financial year, the Ministry of Livestock Development donated a piece
of land (L. R. 22380/30) measuring 2.570Ha to KIPPRA. The land was valued during
2011/12 financial year by Ministry of Lands at Kshs. 64m. However the land has not been
included in the Property, Plant & Equipment schedule as the Directorate of Veterinary
Services has raised an objection to the allocation, proposing an alternative piece of land.
*Fully depreciated fixed assets were removed from the fixed assets schedule since
most had been disposed of over the years.

10. ACCOUNTS PAYABLES

Projects Listing
GOK Listing
TTI Listings
EFD Listing

Ksh ‘000
30
June
2012

Ksh ‘000
30
June
2011

5,958
1,572
773
______
8,303
======

87
10,445
436
102
_______
11,070
======

11. OTHER RECEIVABLES AND PREPAYMENTS
Prepaid rent
418
Rent deposits
2,222
Car park deposits
332
Accrued project income
34,552
Interest income receivable on Fixed Deposits – Commercial Bank of Africa Gratuity interest income (Gratuity A/c)
29
Telkom Kenya: ISDN deposit
69
Security Bid – Ministry of Culture & National Heritage
100
CBA safety locker deposit
13
Toyota EA motor vehicle deposit
KSMS Workshop Recovery
200
Strathmore Business School Recovery
200
HELB Performance Guarantee
304
CCK Performance Deposit
306
______
38,744
=====
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12. (a) CASH GENERATED FROM OPERATIONS
30 June
2012
Ksh

30 June
2011
Ksh

Reconciliation of operating surplus for the year to net cash generated from operations
Operating surplus for the period
Adjustments for:
Accrued staff leave days
Depreciation
Exchange gain
Operating surplus before working capital changes
(Increase) / Decrease in GoK / Grants receivable
(Increase) / Decrease in other receivables and prepayments
(Decrease) in payables
Net cash generated from operating activities

22,837

93,414

1,565
6,893
2,224
______
33,519
(45,650)
(1,735)
(2,767)
_______
(16,633)
======

(88)
8051
2,125
_______
103,502
39,752
6,867
(2,853)
_______
147,267
=======

(b) CASH & CASH EQUIVALENT (‘000s)
Account Name

Account No.

Currency

Amount

Exchange
Rate

KIPPRA/Projects

152974-043

USD

193

77.05

14,883

KIPPRA/Projects

152974-051

Ksh

1

21,304

KIPPRA/TTI

152974-086

Ksh

1

19,842

Ksh

1

31

Petty Cash

Ksh

KIPPRA/GOK

152974-094

Ksh

1

14,277

Sustainability

152974-116

Ksh

1

1,976

Total

72,313

13. RETIREMENT BENEFIT OBLIGATIONS
The Institute makes contributions to a statutory pension scheme, the National Social
Security Fund (NSSF) for all its long-term contract employees. Contributions to the
statutory scheme are determined by local statute at Ksh 200 per employee per month
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for the twelve-month period ended 30 June 2012. The employees also contribute a
similar amount per month. During this period, the Institute paid Ksh 124,000 (30 June
2011 – Ksh 112,400) to the NSSF.

14. STAFF GRATUITY FUND
In January 2006, the Board of Directors approved staff gratuity at a rate of 121/2 % of
monthly basic salary. The monthly gratuity is paid to a separate bank account from
where gratuity is paid from whenever a staff contract comes to an end or whenever an
employee leaves employment. As at 30 June 2012, the fund had a balance of Ksh 18.2
million. Interest earned from the fund is transferred to the Institute and treated as
interest income for the period.

15. ACCRUED STAFF LEAVE
As at 30 June 2012, staff had outstanding leave of 767 days as per leave policy (30 June
2011 – 657 days) amounting to Ksh. 4.5 million (30 June 2011- Ksh. 3m). This amount
has been provided in the financial statements as a liability as at that date.

16. SHORT TERM INVESTMENTS
As at 30 June 2012, the Institute had placed Ksh. 212.5 million with Central Bank
of Kenya in treasury bills. The funds invested were drawn from surplus project net
income.

17. ENVIRONMENT FOR DEVELOPMENT (EfD – KENYA) ACCOUNT
The Institute entered into an agreement with the Environmental Economics Unit (EEU)
at Gothenburg University represented by the Environment for Development-Kenya (EfDKenya) in 2007 for a 3-year research collaboration. Funds received from Gothenburg
University are normally to support specific annual budget. Surplus funds at the each
of each year are normally carried forward to the following year and remain a liability to
EEU. The Institute normally charges the Unit a nominal rent and proportionate level of
overheads. The funds received are audited separately at the end of each calendar year.
The outstanding EfD’s balance as at 30 June 2012 was Ksh. 6.1m.

18. LEGAL STATUS
The Kenya Institute of Public Policy Research and Analysis is a non-profit making
organization and was formally established through Legal Notice No.56 in The Kenya
Gazette of 9 May 1997. The KIPPRA Act No. 15 of 2006 was enacted in December 2006
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and became operational effective on 1st February, 2007 making the Institute a semiautonomous State Corporation under the Ministry of Planning, National Development
and Vision 2030.

19. LITIGATION
The Institute is enjoined in a legal case filed against the Ministry of Planning, National
Development & Vision 2030 by a former Executive Director for wrongful dismissal. The
case was determined in April 2008 in favour of the former Executive Director on one
of the pleas. However, it is not practicable to determine the timing and final liability to
the Institute, if any, arising from the case. As such, no provision has been made in the
accounts to cover this contingency.

20. EMPLOYEES
The Institute had 51 employees on a three-year contract and 11 Young Professionals
(YPs) as at 30 June 2012 against 54 employees on a three-year contract and 10 YPs as at
30 June 2011.

21. USE OF FUNDS
The management of KIPPRA ensures that funds from the Government of Kenya
and various donors are used as stipulated in the approved annual budgets, Grant
Agreements and Project Documents. This is done with due attention to economy,
efficiency and only for the purposes for which the funding was provided.

22. CURRENCY
The financial statements are presented in Kenya Shillings (Ksh) to the nearest a
thousand Shillings.

23. EVENTS AFTER THE REPORTING DATE
No material events or circumstances have arisen between the accounting date and the
date of this report.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2012

INCOME
From all sources
EXPENSES
General Administration
Motor vehicle expenses
Postage and courier
Telephone
Internet
General insurance
Stationery
Library
Publications
Repairs and maintenance
Rent
Legal fees
Provision for audit fees
Travelling
Research costs
Other Office Costs

Staff
Salaries, Bonus and Gratuity
Recruitment costs
Medical
Group life
Accrued staff leave written back

30 June
2012
Ksh ‘000

30 June
2011
Ksh ‘000

313,935
======

351,626
======

1,278
143
1,094
1,343
646
1,715
631
3,681
2,171
16,242
560
350
2,675
25,032
4,640
______
62,201
_______

895
102
1,188
1,375
859
2,147
1,337
6,065
2,173
14,710
18
500
5,365
23,880
3,204
_______
63,818
_______

154,411
573
11,948
446
1,565
________
168,942
________

136,453
377
7,784
738
(88)
_______
145,264
_______
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APPENDIX I
Training & Capacity Building
Workshop costs
Staff training and YPs Programme

Contingencies
Bank charges
Board expenses

Consultancies & other professional services
Depreciation
TOTAL EXPENDITURE
Operating surplus
Finance income
Net surplus

8,091
18,040
_________
26,132
_________

7,835
12,704
________
20,539
________

225
5,972
_________
6,197
_________
20,734
6,893
_________

199
4,338
_________
4,537
_________
16,003
8,051
_________

291,098
_________
22,837
3,045
_________
25,882
=======

258,212
_________
93,414
3,049
_________
96,463
=======
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APPENDIX II
DETAILED INCOME AND EXPENDITURE STATEMENT
EUROPEAN UNION DEVELOPMENT FUND (EDF) ACCOUNT
FOR THE YEAR ENDED 30 JUNE 2012

INCOME
From EU

EXPENSES
General Administration
Motor vehicle expenses
Telephone
Internet costs
Stationery
Library
Publications
Repairs and maintenance
Rent

Staff
Salaries and gratuity

Training & Capacity Building
Staff training

30 June
2012
Ksh ‘000

30 June
2011
Ksh ‘000

_________

56,421
_________

__________
__________

277
624
544
516
517
657
27
4,060
_________
7,222
_________

_________
__________

49,244
_________
49,244
_________

__________
__________

727
_________
727
_________
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APPENDIX II
Contingencies
Bank charges
TOTAL EXPENDITURE
Operating (Deficit)
Finance income
Net Deficit

__________
__________

39
_________
57,232
_________

_________

(811)
69
_________

========

(742)
========
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APPENDIX III
DETAILED INCOME AND EXPENDITURE STATEMENT
GOVERNMENT OF KENYA (GOK) ACCOUNT FOR THE YEAR
ENDED 30 JUNE 2012

INCOME
From GOK
Other

30 June
2012
Ksh ‘000

30 June
2011
Ksh ‘000

186,782
_________
186,782

175,000
836
_________
175,836

EXPENSES
General Administration
Motor vehicle expenses
940
Postage and courier
143
Telephone
1,094
Internet		
830
General insurance
646
Stationery
1,715
Library
194
Publications
1,000
Repairs and maintenance
2,171
Rent
11,200
Legal fees
560
Audit fees
350
Travel
180
Other Office Costs
2,500
_________
24,036
_________
Staff
Salaries and gratuity
Recruitment
Medical expenses
Group life cover
Other

57,162
573
9,000
446
650
_________
67,831
_________
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102
565
1,343
859
1,631
229
2,695
2,146
8,940
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1,227
3,078
________
23,439
________
52,966
377
7,784
738
_________
61,865
_________
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APPENDIX III
Training & Capacity Building
Workshop costs
Staff training and YP’s program

110
6,200
_________
6,310
_________

Contingencies
Bank charges
113
Board expenses		
4,338
_________
5,633
_________

2,500
10,406
_________
12,906
_________

80
5,520
_________
4,418
_________

Consultancies & other professional services
Depreciation

1,024
6,893
_________

1,725
8,051
_________

TOTAL EXPENDITURE

111,727
_________
75,055
439
_________
75,494

112,404
_________
63,432
367
_________
63,799

Operating surplus
Finance income
Net surplus
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APPENDIX IV
DETAILED INCOME AND EXPENDITURE STATEMENT FROM
RETAINED EARNINGS ACCOUNT FOR THE YEAR ENDED 30
JUNE 2012

INCOME
Other

EXPENSES
General Administration
Motor Vehicle
Publications
Rent
Travel
1,622
Library
Other Office Costs

Staff
Salaries
Medical
Accrued leave

Training & Capacity Building
Workshop costs
Staff Training & YP Program

30 June
2012
Ksh ‘000

30 June
2011
Ksh ‘000

_________

_________

338
471
5,042
1,148

1,710

1,756
________
8,755
_________

112
_________
3,444
_________

70,599
2,948
915
_________
74,461
_________

13,190
(88)
_________
13,102
_________

3,624
5,983
_________
9,607
_________

2,024
_________
2,024
_________
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Consultancies & other professional services
Board Expenses

1,568
452
_________

1,039
_________

TOTAL EXPENDITURE

94,843
_________
(94,843)

19,609
_________

_________
(94,843)
========

1
_________
(19,608)
========

Operating (Deficit)
(19,609)
Finance Income
Net (Deficit)
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APPENDIX V
DETAILED INCOME AND EXPENDITURE STATEMENT THINK
TANK INITIATIVE (TTI) ACCOUNT FOR THE YEAR ENDED 30
JUNE 2012

INCOME
TTI Grant
TOTAL INCOME

EXPENSES
General Administration
Library
Publications
Travel
Other office expenses

Staff
Salaries

Bank charges
Training & Capacity Building
Workshops
Staff training & YP Program
Consultancies & other professional services

30 June
2012
Ksh ‘000

30 June
2011
Ksh ‘000

27,386
_________

29,305
_________

27,386
_________

29,305
_________

437
2,210
630
384
_________
3,661
_________

255
2,712
773
125
_________
3,865
_________

16,045
_________
16,045
_________
31

10,196
_________
10,196
_________
17

379
5,857
_______
6,236
3,320
_________

1,571
_______
1,571
1,275
_________
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APPENDIX V
TOTAL EXPENDITURE
Operating (Deficit) / Surplus
12,381
Finance income
Net (Deficit) / Surplus

29,293
_________

16,924
_________

(1,907)
139
_________

164
_________

(1,768)
=======

12,545
======
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APPENDIX VI
DETAILED INCOME AND EXPENDITURE STATEMENT KIPPRA
PROJECTS ACCOUNT FOR THE YEAR ENDED 30 JUNE 2012

INCOME
Project
Other
TOTAL INCOME
EXPENSES
General Administration
Library
Travel
Research costs

Staff
Annual bonus

Training & Capacity Building
Workshop costs

Contingencies
Bank charges
Consultancies & other professional services
TOTAL EXPENDITURE
Operating surplus
Finance income
Net surplus

30 June
2012
Ksh ‘000

30 June
2011
Ksh ‘000

79,654
20,113
_________
99,767
_________

85,832
4,232
_________
90,064
_________

717
25,032
_________
25,749
_________

225
1,743
23,880
_________
25,848
_________

10,606
_________
10,606
_________

10,855
_________
10,855
_________

3,979
_________
3,979
_________

3,311
_________
3,311
_________

81
14,820
_________
55,235
_________
44,532
2,467
_________
46,999
=======

63
11,964
_________
52,041
_________
38,022
2,448
_________
40,470
=======
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APPENDIX VII
EFD-KENYA FUND ANALYSIS FOR THE YEAR ENDED 30 JUNE
2012

Bank Balance
Travel Advance
Gross Funds
Less: Accrued expenses
Adjusted Closing Position
Represented by:
Balance brought forward
Receipts during the period
Refund to Goteborg
Interest Received
Total Fund Available
Less: Period Expenditure
Account Balance

30 June
2012
Ksh ‘000

30 June
2011
Ksh ‘000

6,101
6,101
======
6,101
======

3,003
169
3,172
(102)
=====
3,070
=====

3,070
8,013
17
=======
11,100
(4,999)
=======
6,101
=======

3,568
16,188
(6,605)
46
=======
13,197
(10,127)
========
3,070
========
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31

-

Board

Bank charges

-

5,857

16,045

3,661

Depreciation

Staff training & YPs Program

Staff

General administration

EXPENDITURE

27,386

-

Other

TOTAL INCOME

-

27,386

-

113

5,520

6,893

6,200

67,831

24,036

186,782

-

-

-

186,782

Ksh ‘000

Ksh ‘000

Projects

Donor Grant

GoK

INCOME

GOK

TTI

-

452

-

5,983

74,461

8,755

-

-

-

-

-

Ksh ‘000

RETAINED
EARNINGS

81

-

-

-

10,606

25,749

99,767

20,113

79,654

-

-

Ksh ‘000

KIPPRA PROJECTS

225

5,972

6,893

18,040

168,942

62,201

313,935

20,113

79,654

27,386

186,782

Ksh ‘000

30th June
2012

199

4,338

8,051

12,704

145,264

63,818

351,064

5,068

85,832

85,726

175,000

Ksh ‘000

30th June
2011

INCOME AND EXPENDITURE STATEMENT FOR THE YEAR ENDED 30 JUNE 2012
(ANALYSED BY FUNDING SOURCE)
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Net surplus / (deficit)

(1,768)

139

(1,907)

Operating (Deficit) / Surplus

Finance income

29,293

379

3,321

75,494

439

75,055

111,727

110

1,024

Ksh ‘000

Ksh ‘000

TOTAL EXPENDITURE

Workshop

Consultancies & other
Professional Services

GOK

TTI

(94,843)

-

(94,843)

94,843

3,624

1,568

Ksh ‘000

RETAINED
EARNINGS

46,999

2,467

44,532

55,235

3,979

14,820

Ksh ‘000

KIPPRA PROJECTS

25,882

3,045

22,837

291,098

8,091

20,734

Ksh ‘000

30th June
2012

96,463

3,049

93,414

258,212

7,835

16,003

Ksh ‘000

30th June
2011

100
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