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Summary

This study looks at the present arrangements
within the public administration in Kenya that
aim to safeguard the natural environment.
Existing strategy documents, institutional
structures and current financing levels are
all reviewed to assess the response that they
provide to the many environmental challenges
facing the country. At a time of widespread
food shortages related to prevailing drought
conditionsthereisurgentneedforefficientand
effective public action on the environment.

Much effort has gone into various institu-
tional reform processes in recent years. New
institutions have been created and additional
funding sources developed. The rise of inter-
nally generated revenue, as a major source of
funding for environmental agencies is note-
worthy, although this has brought with it a
range of operational challenges and diverts
attention away from an important source of
funding for these organisations, namely gov-
ernment’s recurrent budget.

Recent changes to budget preparation and the
introduction of a multi-year budgetary system
offer considerable potential to link policy,
planning and budgeting in a more coher-
ent way than has been the case in the past.
However, much remains to be done at sector
level to secure this system, as there appears
to be a continuing separation between the
planning of activities and budget planning in
various strategy and planning documents.

Particular governance difficulties in the envi-
ronment domain are also analysed. The
cross-sectoral character of environmental
management constitutes a major challenge
to implementation. The existing institutional
framework has made it difficult to deal with
this very effectively and has tended to create
an unhelpful climate of institutional rivalry.
There is a widely held view that the influence

of the National Environmental Council remains
limited.

These sectorcoordination difficulties are partly
related to the strong compartmentalisation of
public sector management, with many minis-
tries pursuing their own specific mandates. It
is also reflected in the way the national budget
is allocated and managed. But cross-secto-
ral coordination and harmonisation are also
challenged by unresolved tensions between
economic development objectives and envi-
ronmental sustainability. Such tensions are
particularly acute in a country where poverty
remains prevalent and the pressure on natural
resources is significant.

Development partners have a key role to play
in helping to secure environmental sustain-
ability. In this regard, the report highlights
several ways in which the effectiveness of
development cooperation might be improved.
The report concludes by identifying the five fol-
lowing issues that merit further investigation
to secure better environmental outcomes:

e Strengthening of the MTEF process
across the government administration;

e |Investing furtherin the
institutional structures to ensure
they fulfil their mandates;

e Securing better coordination across
sectors on environmental matters;

e Continuing support for the
legal reform process; and

e Moving towards sector budget
support as the default aid modality
for the environment sector.

These actions would assist the public sector
secure its role in safeguarding the natural
endowment of Kenya, and thereby ensure that
national economic development is set on a
sustainable trajectory.



1. Introduction

The purpose of the study is to analyse and doc-
ument experience in transferring environmental
policy priorities from national plans to budgets,
and through into government implementation
programmes. In addition, the study discusses
how donors can facilitate and support such
processes in the context of growing interest in
programmatic support.

1.1 The study

This research complements a larger study on
environmental public expenditure and devel-
opment cooperation undertaken in Ghana,
Mali, Mozambique and Tanzania. The broader
study is reported upon elsewhere (e.g. Lawson
and Bird, 2008).

The present study draws on 12 days of field
work in Nairobi, Kenya. The approach taken
consisted of the compilation of documenta-
tion on the institutional framework and public
expenditure in the environment sector as well
as individual semi-structured interviews with
key informants, many of whom are directly
involved in public environmental management.
The list of people interviewed is presented in
Annex|.

During such a brief exercise there are bound to
be limitations to the research. For example, this
report does not cover environmental manage-
ment at local government levels (municipalities,
provincial and district levels), or private sector
interventions and practices. Furthermore, the
analysis was constrained by the scarce and
fragmented information available on public
environmental expenditure.

This report is structured in six chapters. After
this brief description of the study, the introduc-
tion proceeds with an overview of the country
context. Chapter 2 reviews the institutional

Housing in a slum area.
Michael Mwangi/UNEP

framework governing the environmental sector
in Kenya. Chapter 3 analyses public environ-
mental expenditure and Chapter 4 describes
resource allocation for three of the country’s
environmental agencies. Chapter 5 draws impli-
cations for the role of development partners.
The final Chapter summarises the main issues
emerging from the analysis in the previous
chapters and concludes with recommendations
for further work.

1.2 The country context

The development of national environmental
policy is essentially a political process. The
socio-political context of the national recovery
after the 2008 post-election disturbances has
had a considerable impact on both national
actions and on the positions adopted by devel-
opment partners. It has diverted considerable
resources away from the challenges of long-
term development. Any resolution process is
also highly political. This may help to explain
the reduced attention being given to techni-
cal planning processes, with focus now being
directed at achieving national reconciliation.

At the sub-national level, political differences
and lack of agreement over key environmental
issues remain apparent, as in the highly polar-
ised situation over the rehabilitation of the Mau
forest.
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The socio-economic context

Kenya experienced reasonably high economic
growth during the first two decades after Inde-
pendence, leading to significant improvements
in livelihoods. However, since the 1980s eco-
nomic performance deteriorated and per capita
incomes started to decline. Measured by 1982
constant prices, per capita incomes fell from
US$ 271 in 1990 to US$ 239 in 2002. By 2001,
over half of the Kenyan population lived below
the abject poverty line of one US dollar a day.
Approximately two million people were unem-
ployed by 2002, the majority being young peo-
ple many of whom had some education but no
skills. At the same time, incidences of official
corruption and abuse of public resources domi-
nated the media.

The 2002 General Elections were held and won
on a platform of change. The new coalition gov-
ernment was able to entrench into the Consti-
tution a commission to fight corruption and
develop a new national strategy, the Economic
Recovery Strategy for Wealth and Employment
Creation (ERS), which was launched in June
2003. However, after two years in power, and
despite strong economic growth, divisions in
this coalition widened leading to a bitter col-
lapse, leaving one wing of the ruling alliance to
join with the former ruling party to form a gov-
ernment of national unity.

The political situation did not remain stable for
long and political leaders engaged in a long
drawn out and divisive campaign leading up
to the General Elections of December 2007.
Before these elections took place, the opposi-
tion divided into two, adding to the fragmen-
tation. With three main political parties and a
host of smaller parties all competing for power,
the country went into the elections critically
divided.

The conduct of the campaigns left a lot to be
desired, as parties used all manner of schemes
to lure voters, including the use of tribal plat-
forms. The tribal factor and desire for power
was so strong that ethnically motivated violence

broke out across the country. It was only after a
period of sustained violence that a negotiated
settlement was reached between the parties,
with the formation of a coalition government
thatincluded the creation of a position of prime
minister with two deputies.

Despite all this political upheaval, the Kenyan
economy experienced a period of strong eco-
nomic growth from the early 2000s, achieving a
growth rate of over six per centin 2006/07. Sus-
tained economic growth took place across the
whole economy: notably in agriculture, tour-
ism, manufacturing, wholesale and retail trade,
telecommunications, as well as in the social
sectors. This broad-based economic growth led
to a reduction in poverty levels from 56 per cent
in 2002 to 46 per cent in 2006. However, the
economic situation has recently become more
difficult with the emerging global financial cri-
sis, together with a serious drought that has
resulted in widespread food shortages.

Continuing high rates of economic growth
underpin the government’s latest development
strategy, Vision 2030, with its goal of securing
a growth rate of 10 per cent per annum from
2012, on average, over the period up to 2030.
This rate of growth will depend to a large extent
on the implementation of good policies and the
building of strong and effective national institu-
tions. Such growth also retains strong linkages
with the country’s natural resources and will
therefore need to be underpinned by strength-
ened environmental management.

The environmental context

Kenya has an important natural resource base,
with high biodiversity. With a land area of just
under 60 million hectares, land-use is largely
pastoral in the drier parts of the country and
agricultural in the moister areas. Over 8o per
cent of the country is categorised as arid or
semi-arid lands (ASALs) that have particularly
vulnerable ecosystems.

Environmental concerns are significant, with
the twin weather-related hazards of drought
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and flooding prevalent (UNEP, 2009). Defor-
estation, coastal modification and agricultural
practices in fragile ecosystems all contribute
to an increase in the disastrous consequences
of what were once simple weather hazards. For
example, deforestation of mountain slopes has
led to faster run-off resulting in frequent floods
in the western part of the country that drains
into Lake Victoria.

The context of extreme poverty puts strong pres-
sures on natural resources, since these repre-
sent the main source of subsistence for the
majority of households. The country is still pre-
dominantly a rural economy. Fuelwood remains
the major source of energy, especially for rural
people who make up approximately 8o per cent
of the total population.

Development assistance

Official development assistance to Kenya
(excluding debt relief) has seen considerable

Figure 1. Kenya total aid flows, 1998-2007

variation in the level of donor commitments
over the last ten years, with a low of US$ 400
million in 2002 reaching an all time high of
almost US$ 2 billion five years later, in 2007.
However, the actual disbursements of aid fund-
ing have lagged behind. For example, only 63
per cent of the 2007 commitment was realised
(Figure 1). The cost of the overall year-on-year
volatility, which has been a characteristic of aid
delivery to Kenya over many years, is reflected
in deviations from actual plans, the discontinu-
ation of projects, and the under-provision of
services (Mwega, 2009).

Budget Support as an aid modality has hardly
developed, with only one donor, the European
Union, having disbursed two tranches of gen-
eral budget support. The latter tranche unfor-
tunately coincided with the social upheaval
after the 2007 General Elections and was
much criticised by some EU Members States.
This aid modality relies on a high level of polit-
ical understanding between donor and recipi-
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ent, which in the aftermath of the elections was
considerably undermined. Further budget sup-
port in the immediate future therefore appears
unlikely. In the short-term, efforts may need
to focus on other forms of programmatic sup-
port to secure greater harmonisation amongst
donors.

Many Development Partners seem set to con-
tinue providing support, atleastforthe moment,
through project investments. This continues to
be a challenge both to them and also the gov-
ernment bureaucracy, especially in situations
where capacity to manage the parallel struc-
tures associated with projects is constrained.




2. Environmental institutional setting:
Policies and stakeholders

This chapter provides an overview of the institu-
tional framework governing the environmental
Sector. It summarises government policy objec-
tives and priorities, and describes the scope
and roles performed by prominent players in
the sector. It also analyses policy dialogue and
coordination mechanism that are in place.

2.1 Government policy and strategies

Despite the absence of a comprehensive envi-
ronment policy in Kenya, there has been much
activity in recent years devoted to preparing
new environmental strategies and national
plans. Considerable resources appear to have
been devoted to ensuring such development
takes place in a participatory way, to ensure
broad ownership of the development process.
This is in keeping with international best prac-
tice. However, prioritisation appears weakly
developed in some strategy and planning doc-
uments, undermining their value as tools to
guide implementation.

The legal basis for the conservation of environ-
mental goods and services is clearly set out
within the overarching framework legislation,
the Environmental Management and Co-ordi-
nation Act (EMCA) of 1999. However, sector
statutes have yet to be aligned with the EMCA —
despite ten years having passed. This suggests
there may be institutional interests protecting
the status quo, which will require strong politi-
cal leadership to overcome. In the meantime,
the current arrangements create potential for
competition and conflict between different gov-
ernment agencies.

Vision 2030

Environmental management is one of the
themes addressed under the social pillar of the

Clearing forest land for raising crops.
Christian Lambrechts/UNEP

Vision 2030 strategy, the Government’s long-
term development blueprint that was launched
in 2008. A number of challenges are listed,
although these tend to focus on ‘green’ envi-
ronmental issues, rather than ‘brown’ issues.
The latter might be expected to rise in promi-
nence as urbanisation is expected to occur at a
rapid rate, rising from 21 per cent in 2007 to 33
per cent by 2030 (UNPD, 2008). This will likely
change quite significantly the nature of the
environmental issues that will warrant atten-
tion by government.

However, as Vision 2030 states, the institu-
tional arrangements for addressing environ-
mental issues are not robust at present: ‘Ken-
ya’s current institutional framework to manage
the environment is characterised by fragmenta-
tion. Various aspects of environmental policy
cut across different institutions. Although the
Environment Management and Coordination
Act of 1999 was a major landmark, with the pri-
mary objective of improving coordination and
management of the environment, legislation of
relevant laws and regulations have not yet been
completed.’ (Vision 2030, p. 104).

Four strategic areas for government action are
identified to help realise the
nationalvisionforthe
environmental
sector.
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These are (i) conservation of natural resources,
(i) pollution and waste management, (iii)
high-risk disaster zone management and (iv)
environmental planning and governance.

Four ‘flagship’ projects are also identified to be
undertaken as priority actions:

e Water catchment management

e Secure wildlife migratory routes

e Develop a national waste management
system

e Land cover and land-use mapping

First medium term plan (2008 — 2012)

The Vision 2030 strategy will be implemented
through a series of 5-year, medium-term roll-
ing plans, with the first covering the period
2008-2012. All programmes contained within
this first medium-term plan (MTP) have been
designed with the aim of lessening poverty and
increasing equity in wealth distribution. This
is reflected in the 5-year target of reducing the
incidence of poverty from the 2006 level of 46
percent to 28 percent by 2012. This plan was
prepared in the aftermath of the civil unrest that
followed the December 2007 General Elections
and represents the collective view of the Grand
Coalition Government.

Environment, water and sanitation are treated
as a single theme in the first 5-year plan, in
contrast to their separate treatment in Vision
2030. The emerging environmental issues and
challenges that are described relate, but do not
match, those identified in the Vision 2030 strat-
egy document. Water and sanitation issues
assume a higher prominence as a result of
these two themes being merged with the envi-
ronment, and perhaps also because of their
immediate and highly visible social impacts.

Water issues: Kenya is a water scarce country,
yet water is a vital requirement in hydro-power
generation, which accounts for72 percentofthe
country’s electrical power generation. The gov-
ernment has implemented far reaching reforms
in the water sector within the legal framework

provided by the Water Act 2002. Various water
institutions have been established that sepa-
rate the functions of policy formulation, service
delivery and regulation of water supply. In addi-
tion, the introduction of a Sector-wide Approach
to Planning (SWAp) has been initiated, aimed
at improving coordination in the sector.

Forestry issues: Kenya is now described as a
low forest cover country, having lost consider-
able areas of natural forest through deforesta-
tion. At present less than two per cent of the
land area has natural forest cover. Forest loss
is believed to have had a major impact on the
five major water catchments in the country
(the ‘water towers’ of the Mau Escarpment, Mt.
Kenya, Aberdare Ranges, Cherangani Hills and
Mt. Elgon).

The MTP lists atotal of12 flagship projects forthe
period 2008-2012, of which two are repeated,
leading to 10 separate projects. These are:

1. Rehabilitation and protection of indige-
nous forests in the five water towers

2. Secure wildlife corridors and migratory
routes

3. Preparation of a national spatial plan (land

use master plan)

National waste management system

Rehabilitation, regeneration and restora-

tion of Nairobi rivers

Water resources information management

Water harvesting and storage programme

Urban sewerage programme

Water storage and harvesting (similar to

7.)

10. National water supply and sanitation

11.  Water resource information management
(same as 6.)

12. lIrrigation and drainage

v~

v ©N o

In addition, a further eight projects are listed as
additional programmes to be implemented in
support of the reform agenda. All these projects
(together with several others) are costed with
anindicative budget, although there is little evi-
dence of prioritisation, as the flagship projects
are found within a larger number of other pro-
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Table 1. Medium Term Plan: Implementation matrix for

environmental management programmes

Implementing Source of | 2008-09 | 2009-10 | 2010-11 | 2011-12 | 2012-13
No. | Programme
Agency Funds
Indicative Budget (in Kshs million)

. Rehabilitation of KFS, ADB, MWI, PPP ) ) o o o
’ water towers WRMAs 5 5 4 3 3
> Secure wildlife MOL, MEMR, PPP 22 22 22 22 22

) corridors KWS, MOLG
National geo- MEMR, Met GoK o o o ) 20
3. hazard zone maps | Dept., UoN 4 3 3 5
Waste MOPHS, NCC,
4. management NEMA, KEPSA PPP 39 39 39 34 29
programme etc.

grammes. It is also difficult to track the flag-
ship projects under the Water and Sanitation
theme. The flagship projects for environmental
management are reproduced in Table 1; inter-
estingly, the source of funds for three out of the
four programmes is described as coming from
public-private partnerships.

Environment, Water and Sanitation
Sector Plan (2008-2012). Final draft
(expected to be completed by April 2009)

Sector level plans then identify programmes
and projects to be implemented over the period
of the first MTP. For the Environment, Water and
Sanitation Sector, the plan begins by identify-
ing the following major challenges to the envi-
ronment in Kenya: environmental degradation,
poor water quality, availability and accessibil-
ity, declining forest resources, poor solid waste
management and the effects of climate change.
Importantly, the plan acknowledges that inad-
equate institutional capacity and low levels of
environmental education are two factors that
contribute to low enforcement of environmental
policies and regulations.

There appears to be considerable consensus
over the major environmental problems that
the country faces within these various national
plans. In addition, the proposed solutions
to these constraints are largely consistent
between the different planning documents,

with for example, the programmes proposed
in the Medium-Term Plan and the Sector Plan
coinciding. Where there appears to be a less
strong connection is at the level of indicative
budgets, such as in the implementation matrix
ofthe Medium Term Plan and the Strategic Plan,
where significant divergences occur.

2.2 National institutional players

The last ten years has also been a period of
institutional inflation, with many new govern-
ment bodies being created, each holding differ-
ing mandates for environmental policy formula-
tion, regulation and service delivery.

This institutional reform process has taken
one direction, namely the creation of new par-
astatals in an attempt to secure separation of
organisational function. However, there are a
number of important, and significant, nuances
across the environmental domain. The most sig-
nificant is in the water sector, where two auton-
omous public agencies have been created: one
to regulate the management of water resources
and the other to regulate the provision of water
and sewerage services. This distinction has yet
to be repeated elsewhere.

A conflation of mandates has occurred, such
as in the authority given to securing water
catchment rehabilitation being allocated to
the Ministry of Forestry and Wildlife as well as
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to the Ministry of Water and Irrigation, appar-
ently without clear lines of responsibility having
been agreed.

Ofequal concernisthe abilityand capacity, both
legally and managerially, to enforce compliance
and secure fee payments. Many environmental
laws lack the same force of the law as enjoyed
by the Kenya Revenue Authority. For example,
the recently created Water Resources Manage-
ment Authority (WRMA) has not been able to
collect water charges from either the Kenya
Electricity Generating Company (KenGen) or the
Nairobi City Council. This raises the issue as to
whether collection of such revenues should be
delegated to the Revenue Authority.

Overall, itis an open question whether the pub-
lic administration has been strengthened by
the institutional reform process. Conditions of
instability appear to have been inadvertently
promoted through:

1. the creation of parastatals that offer better
terms than elsewhere in the public service,
attracting key skills out of the policy areas
of the public administration;

2. the weakening of policy leadership that
ensues; and

3. the challenges for coordination and
collaboration that then arise, especially
where mandates cut across ministries and
agencies.

This has been further affected by the frequent
change in ministerial portfolios, which has a
significantimpact on policy consistency, as well
as on institutional memory and administration.
The rapid turnover of senior managers has simi-
lar effects, as it takes such staff some time to
accumulate the requisite knowledge.

Ministry of Environment and
Mineral Resources

The current structure of the Ministry is a result
of several rounds of government restructuring
that have taken place over the last decade. In
1999, the Ministry of Environment and Natural

Resources was merged with the Ministry of
WaterResource. Thenin 2003, the Ministry was
split to form the Ministry of Water Resources
Management and Development (now the Min-
istry of Water and Irrigation) and the Ministry of
Environment, Natural Resources and Wildlife.
In 2004, the Kenya Wildlife Service was trans-
ferred to the Ministry of Tourism and Wildlife.
The most recent institutional reform was the
formation of the Ministry of Environment and
Mineral Resources (MEMR) and the Ministry of
Forestry and Wildlife in 2008.

This frequent ministerial restructuring is indica-
tive of the marginal position that environmental
issues assume within government. The chang-
ing ministerial portfolios reflect more the need
to attend to political considerations than the
desire to secure improved efficiency within the
public administration. Indeed, recent changes
appear to have led to some loss of focus, with
key posts and individuals not being replaced
and key documentation being misplaced or
lost.

The former freeze on recruitment across the
whole ofthe public sector, which lasted 15 years,
was only lifted in early 2007. This situation had
led to severe understaffing within the Ministry,
to the extent that the Ministry had insufficient
human resources to address its strategic objec-
tives (MENR et al., 2007).

National Environmental
Management Agency

The National Environment Management Author-
ity (NEMA) was established under the Environ-
mental Management and Coordination Act
(EMCA) No. 8 of 1999, as the principal instru-
ment of government in the implementation of
all policies relating to the environment. The
Authority became operational on 1st July 2002,
following the merger of three government
departments.

NEMA has far-reaching, multiple statutory func-
tions and responsibilities, listed in Section
9(2) of the Act. However, its main function is
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to coordinate the environmental management
activities undertaken by other government
agencies, not to carry out all the environmental
functions itself. This is proving a challenging
endeavour, especially as the financial model
of each agency provides a strong incentive to
build up any income generating opportunities,
such as arise through the permit system.

Kenya Forest Service

The Kenya Forest Service (KFS) is a new semi-
autonomous body that began operation in
2007. It operates under an expanded mandate
compared to the previous Forest Department,
to oversee the management for all types of
forests (state, local authority and private) as
setoutin the Forests Act, 2005. This expanded
mandate means the KFS has to work closely
with a wider spectrum of stakeholders than
in the past, some holding diversified inter-
ests and motives and this has proved to be an
enormous challenge.

The KFS faces a number of difficulties in
securing its institutional future. For example,
the proposed Forest Policy has not yet been
approved by Parliament; knowledge of the
2005 Forest Act remains poor; and the neces-
sary subsidiary legislation and national stand-
ards are not yet in place. In addition, it has
yet to establish its funding base, a situation
which is compounded by the national logging

ban that covers both natural and plantation
forests.

A major challenge facing KFS lies in strengthen-
ing its governance structures. The KFS is cur-
rently establishing Community Forest Associa-
tions (CFAs), Forest Conservation Committees
(FCCs), Forest Zones and Forest Conservancies.
To put all these new governance structures in
place requires considerable resources, which
are not yet present.

2.3 Development partners and
funding modalities

Since 2002, 17 donors have provided support
for environmental protection. The number of
donors providing grant aid has increased each
year, from seven in 2002 to 10 in 2007. Clearly,
the environment is favoured by bilateral donors,
something that is well recognised by govern-
ment and agency staff. A total of US$ 37.5 mil-
lion (constant 2006 prices), equivalent to Kshs
2.72 billion, has been disbursed over the six
year period, again on an increasing trend. All
of this external assistance has been channelled
through project support.

More broadly, total donor spending for environ-
ment protection, forestry, water and sanitation
has increased substantially over the last six
years, from a total of US$ 5.84 million in 2002
to US$ 21.79 million in 2007 (Table 2).

Table 2. Official developmental assistance to environmental
protection, forestry and water & sanitation, 2002-2007
(Donor disbursed funds, USS millions, constant 2006)

Sector (DAC classification) 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | Total cp:;t
General environmental protection (DAC

code 41000) 430 | 241 | 374 | 714 | 9.21 | 1071 | 3751 | 42.8
Forestry (DAC code 31200) 0.36 1.58 1.36 1.52 1.26 0.74 6.82 7.80
Water and sanitation (DAC code 14000) 118 111 | 3.4 | 12,77 | 14.74 | 1034 | 43.28 | 49.4
Total 5.84 5.10 | 8.24 | 21.43 | 25.21 | 21.79 87.61

Source: OECD DAC International Development Statistics, http://stats.oecd.org/qwids/
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2.4 Policy dialogue and
coordination mechanisms

The National Environmental Council (NEQ) is
the national policy forum where policies and
priorities for the protection of the environment
are determined. It was established under
EMCA in 1999 to secure coordination among
the various ministries that are involved in
environmental matters. However, it appears to
face a number of constraints and, as a result,
the implementation of policy priorities and
compliance with legislation is compromised.
One consequence of this lack of coordination
is the institutional rivalry that exists between
the various government environmental organi-
sations.

Permanent Secretaries of some of the sectoral
ministries identified in EMCA as key players
openly admit not to be aware of what NEC does,
nordo theyattend its meetings. Such a situation
means they are not involved in the formulation
of environmental policies and therefore cannot
be expected to implement them. This can only
increase the disconnect between those poli-
cies stipulated in various planning documents
(Vision 2030, the Medium Term Plan) and the
prioritisation of programmes and activities by
ministries and agencies.

The NEC is not resourced through the national
budget. There is no separate sub-vote for sup-
porting this institution, despite it being a statu-
tory body of ten years standing. Without such
resources, it is not surprising that it has not had
the impact that was expected of it in the EMCA.




3. Public environmental expenditure

This chapter analyses public environmental
expenditure in Kenya. It starts with a descrip-
tion of the national budget process and then
goes on to describe how environmental issues
have been taken up in the budget. Two addi-
tional sources of public revenue are also briefly
described, namely internally generated funds of
the parastatals and donor support.

3.1 The Budget process

The national budget provides, to a large extent,
the financial resources that allow the imple-
mentation of public environmental actions.
Understanding the budget process is therefore
a necessary prerequisite to any evaluation of
the efficiency or effectiveness of such actions.

Underthe Constitution of Kenya, the Minister for
Finance is required to ensure that the available
public resources are managed prudently and
that the intended services are delivered. For
this reason, the Minister must table the budget
before Parliament by the 21% of June each year.
In addition, during the course of the year he has
to keep Parliament briefed on the status of the
budget. More broadly, the Executive is required
to ensure the budget is prepared and is ready
for presentation to Parliament and also advise
on its implementation after approval. It is also
required to:

° maintain aggregate fiscal discipline by
ensuring policy changes are consistent with
fiscal norms and programme objectives;

e increase efficiency in resource allocation;
and

e promote the efficient delivery of services.

Kenya has adopted the Medium Term
Expenditure Framework (MTEF) approach to
prepare its budget. This is a modern budgeting
process, based on a three-year rolling plan.

Giraffe strolls in Nairobi National Park with the skyline
of the capital city in the background.
Robin Hutton/Flickr.com

What distinguishes the MTEF approach is that
it combines a focus on fiscal sustainability
with policy priorities of government and starts
the reconciliation of the two, including the use
of ceilings, in a strategic phase at the outset
of the annual budgeting process. It represents
an iterative process of decision-making, using
rolling baselines (Figure 2, overleaf) that
reconciles these allocations, costs and new
policies with available resources.

Key to this process is the development of a
macro-economic framework, which outlines the
overall resource envelope. This forms the basis
for setting national priorities and determining
expenditure prioritisation. The MTEF is therefore
an attempt to link policy, planning and budget-
ing. This process of budgeting was adopted by
the Governmentin 1999, replacing the previous
system of budgeting which was incremental
based. The current process requires sector Min-
istries to prepare their budget estimates based
on Programme Based Budgeting (PBB).

The MTEFbudgetprocessis preceded by national
plans that spell out the broad macroeconomic
policies of government. In the recent past,
preparation of the budget has been guided by
the Economic Recovery Strategy Paper (ERS).
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Figure 2. Rolling baselines and the MTEF

MTEF 2008/09 - 2010/11

Forward estimate
2009/10

Budget allocation
2008/09

Forward estimate
2010/11

For approval

macro situation

Roll over into indicative allocations to next
MTEF, adjusted for new policy priorities and

Budget allocation
2009/10

Forward estimate
2011/12

Forward estimate
2010/11

For approval

Implementation of the ERS came to an end in
December, 2007, after which the guiding docu-
ment has become Kenya Vision 2030, which is
the Government’s long-term development blue-
print.

3.2 Overview of the budget cycle

The current Budget Process has three main
stages, namely: (i) formulation of the budget;
(i) approval; and (iii) execution and oversight.

Budget Formulation

The responsibility for formulating the budget
lies with the Executive and proceeds in the fol-
lowing stages:

Macro target setting: On the basis of identified
policy priorities, forecasts are made using a
macro economic model, referred to as the Kip-
pra-Treasury Macro-Model. Various variables
are estimated using this model and projected

—

MTEF 2009/10 — 2011/12

over the medium term. These projections are
carried out by the Treasury and the Ministry
of Planning, National Development and Vision
2030. A macro framework is then generated,
which gives the indicative resource envelope,
the overall aggregate expenditures and other
targets such as the expected level of domestic
borrowing and flow of external resources. These
details are then released to ministries through
the Budget Outlook Paper (BOPA).

Review of sectoral priorities: The MTEF approach
supports both top-down and bottom-up proc-
esses to budgeting. The top-down processis the
macro target setting stage, whereas the bottom-
up approach is the review and preparation of
sectoral reports which lead to the identification
of sectoral priorities. In these sectoral reports
ministries are required to review their perform-
ance over the past year in order to inform the
budget proposals for the next budget period.
For budget purposes, the government is cate-
gorised into ten sectors, with each sector made
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up of government ministries considered to have
similar functions. Since 2008, Environment,
Water and Sanitation has been recognised as a
separate sector.

The sector work is launched in early September
after which accounting units embark on review-
ing their expenditure through Ministerial Public
Expenditure Reviews (MPERs). Based on these
findings, ministries/accounting units make pro-
posals on policy changes in the medium term.
Ministries then proceed to prepare budget
proposals through sector consultations on the
basis of the Sector Working Groups, as speci-
fied in the Budget Guidelines. Within each sec-
tor, line ministries share the resources as indi-
cated in the BOPA. The sector consultations
culminate in sector public hearings, a forum
which offers the opportunity for wider public
consultation on budget preparation.

Based on sector reports and the MPERs, which
summarise the key issues, the national Budget
Strategy Paper (BSP) is then prepared. Ministe-
rial ceilings are firmed up and communicated to
the line ministries through the BSP.

Financial Programming: This stage involves
the preparation and approval of the itemised
budget. Ministries prepare three-year forecasts
based on the ceilings issued by Treasury and
submit their draft budget to Treasury for review
and approval. The Budgetary Supply Depart-
ment in the Treasury normally reviews the
drafts to ensure that the ministries have con-
formed to the sectoral priorities and the Treas-
ury guidelines. Once approved, the Budget
Supply Department consolidates all the min-
isterial draft budgets into the National Budget.
The budget is then approved by the Economic
and Budget Steering Committee, the Perma-
nent Secretary to the Treasury, the Minister for
Finance and the Cabinet, ready for presentation
to Parliament for approval.

(i) Budget Approval

Parliament begins by partially approving
the presented Budget, through the Vote on

Account, which allows Ministries to spend up
to half of the funds presented in their Budget
proposals. At this stage, the overall budget
policies of the government as proposed in the
national budget (together with past perform-
ance) are discussed. When the proposals are
finally approved through the Appropriation Act,
the budget becomes a statutory instrument
that has to be adhered to by all institutions
involved in budget execution i.e. the spending
agencies.

The Budget proposals are presented before
Parliament during the second or third week of
June each year, while the financial year starts
on 1% July each year. Parliament may take up
to three months to discuss the budget, being
required to formally approve the budget by the
315t October. Once tabled, the detailed propos-
als are discussed by two Parliamentary Commit-
tees: those on expenditure by the Committee of
Supply, those on taxation by the Committee of
Ways and Means. Thereafter, they are approved
and government is authorised to tax and spend
the money as allocated.

(iii) Budget Execution

Budget execution starts on 1% July based on
the authority granted by the Vote on Account.
Between July 1°tand the time when the Budget is
approved, the Government cannot spend more
than 50 per cent of funds in the proposal tabled
before Parliament. In addition, during this stage
proposals cannot be amended. However, once
approved, the Government can subsequently
prepare a supplementary proposal (in Decem-
ber) and seek further approval by Parliament.

After the end of the financial year, the Control-
ler and Auditor General is required to audit
the budget execution and file a report in Par-
liament through the Minister for Finance. In
Parliament, two committees scrutinise the
audit reports. The Public Accounts Committee
examines the accounts of Government while
the Public Investment Committee scrutinises
accounts and reports of public or state corpora-
tions. Each of these committees then table their

13
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report, together with recommendations, before
the whole House.

3.3 How environmental issues
have been taken up within
the budget process

The Budget Outlook Paper

As described in the previous section, the
budget process is guided by two important
papers: the Budget Outlook Paper and the
Budget Strategy Paper (BSP). The Budget Out-
look Paper describes the financial framework
for the medium-term, which is the basis for
determining the overall resource envelope. It
also contains the indicative sectoral resource
envelopes. The Budget Strategy paper, on the
other hand, provides firmed up ministerial ceil-
ings. These papers are produced by the Minis-
try of Finance working closely with the Ministry
of Planning, National Development and Vision
2030, but with limited consultation of other
stakeholders.

The Budget Outlook Paper (BOPA) is a strategic
tool for strengthening the preparation of budg-
ets and the management of public resources.
It aims to ensure that budgetary expenditure
is consistent with agreed national and secto-
ral spending priorities. As a result, the BOPA
attempts to improve the link between policy,
planning and budgeting; and also increase
the transparency and accountability in the use
of public resources. The BOPA provides sector
ceilings only, so as to allow the Sector Working
Groups flexibility to develop and agree on min-
isterial ceilings.

Due to several years experience when the gov-
ernment had to adjust the budget because
donor budget support was not forthcoming
such resources are presently excluded from
the budget. However, project-based loans and
grants from development partners, once con-
firmed, are included (Government of Kenya,
2007a). The absorption of such development
finance is a major issue, with the absorp-
tion rate for the foreign-financed part of the

development budget as low as 43 percent in
2006/07 (Government of Kenya, 2008a).

The 2007 BOPA took its strategic priorities from
the Economic Recovery Strategy (ERS). The sec-
ond main pillar of the ERS referred to equity and
poverty reduction, although no explicit mention
was made of environmental objectives. In con-
trast, the 2009 BOPA is embedded in the first
Medium Term Plan, 2008-2012, of Vision 2030.
The increased priority given to environmental
issues within these national planning docu-
ments is reflected in the identification of water,
sanitation and environmental management as
key areas of the social pillar:

e Water and sanitation. ‘The Government will
aim to conserve water and enhance ways
of harvesting rain and underground water.
Specifically, itwillaim to rehabilitate hydro-
meteorological data gathering network,
construct  multi-purpose dams and
construct water and sanitation facilities
to support a growing urban and industrial
production.

e Environment.The Governmentwill continue
to promote environmental conservation,
improve pollution and waste management
through public-private partnerships
initiatives, and enhance disaster
preparedness as well as capacity to adopt
global climatic changes’. (Government of
Kenya, 2008a, p. 10).

Ministerial Public Expenditure Reviews

Ministerial Public Expenditure Reviews (MPERS)
provide an important input into the preparation
of the Medium Term Expenditure Framework
(MTEF) and the annual budget. The review proc-
ess involves collection and analysis of data
on each Ministry’s development and recurrent
expenditure. Some insights into resource use
within the Ministry of Environment and Mineral
Resources can be found in the Ministry’s 2008
MPER report (Government of Kenya, 2008b).
The report highlights the following constraints
that the Ministry is facing:
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e Weak monitoring and evaluation mecha-
nisms

e Under-provisions in the budget on major
items that support operations and mainte-
nance e.g. transport expenses, telephone,
etc.

e Liquidity problems in the Districts

* Low operations and maintenance (O&M)
provisions

e Lengthy tendering procedures

The 2008 report also acknowledged that those
involved in the preparation of the MPER lacked
capacity and needed further training in finan-
cial information management, with a view to
developing a database for the MPER (thus
moving away from the current manual data
management). This would ensure data accu-
racy and comparability in future. Training in
budgeting was also an identified need, with a
view to strengthening the budgetary process.
Other types of training may also be required to
improve the management of programmes and
adherence to work plans.

The 2008 MPER report highlighted the poor
performance in the collection of internally gen-
erated funds within the MEMR. The targets were
hardly realised because of under provision for
O&M to facilitate the collection of these funds
(AiA: Appropriations in Aid). AiA collected has
been much reduced because of court cases
and administrative bottlenecks. One promi-
nent case has involved Kenya’s single pulp and
paper mill, Pan African Paper Mills, which has
affected the collection of forest fees.

The Medium Term Budget Strategy Paper

The Medium Term Budget Strategy Paper (BSP)
provides the resource envelope for the annual
budget and the next two years under the MTEF.
It sets both sector and ministerial ceilings in
line with the strategic objectives of the Vision
2030 and other national policy commitments.
Two general constraints with the overall MTEF
process were identified within the 2007 BSP
that have an effect on environmental spending
(Government of Kenya, 2007b):

e Expenditure projections continue to not
reflect a detailed costing of programmes
and/or sector priorities

e The utilisation of development funds, espe-
cially for externally funded projects, was
low.

These constraints highlight the challenges in
making the transition from incremental-based
to programme-based budgeting. Such a move
also highlights the importance ofimproving pre-
dictability of resource flows from both domestic
and external sources.

The shift of the environment portfolio from the
Agriculture and Rural Development sector to
a separate sector (with Water and Sanitation)
in 2008 is reflected in the increased attention
that environmental matters receive in the 2008
BSP compared to the 2007 BSP. Environmental
spending priorities are made explicit for the
first time in the latest report:

‘Environment — the Government will con-
tinue to promote environmental conserva-
tion, improve pollution and waste manage-
ment through public-private partnership
initiatives, and enhance disaster prepar-
edness as well as capacity to adopt global
climatic changes.” (Government of Kenya,
2008¢, p.15).

The 2009 Environment, Water and
Sanitation Sector MTEF report

The Environment, Water and Sanitation sec-
tor paper documents a resource requirement
for this sector during the 2009/10 FY of Kshs
48.3 billion, with recurrent expenditures of Ksh
12.7 billion and development expenditures of
Ksh 35.6 billion. This compares unfavourably
with the Budget Outlook Paper projected ceil-
ing for the sector, which indicated a ceiling
of Kshs 22.6 billion (Recurrent 5.4 billion and
development Ksh 17.2 billion). This suggests a
deficit of Kshs 25.7 billion. With less than half
of the proposed annual programme funded,
a considerably reduced level of activity can
be expected should this sector deficit not be
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addressed (Government of Kenya, 2009). Over-
all, it appears that the prioritisation process
remains incomplete, in terms of matching the
proposed work programmes to the available
financial resources.

Table 3, which is taken from the 2009 Envi-
ronment, Water and Sanitation MTEF report
(Government of Kenya, 2009) shows consider-
able variance between estimates and actual
expenditure in the MEMR between 2005/06
and 2007/08. One reason is that most of the
districts did not receive funds on time due to
late disbursements. Development estimates in
2007/08 were affected by the World Bank-sup-
ported Sustainable Land Management Project,
which was included in the books but not imple-
mented. In addition, actual expenditure in
2007/08 is likely to have been influenced by
the post election crisis.

MEMR had received very low allocations in the
Productive sector where the ministry had previ-
ously belonged. This has an implication when
comparing the Ministry’s allocation in the con-
text of the current sector of Environment, Water
and Sanitation, where it clearly remains the
junior partner.

As recorded in the draft 2008 PEFA assessment
(Helvet et al., 2008), there is evidence that
the public finance management institutional
framework in Kenya is under transition, and
that a number of important improvements are
being implemented by government. As a result,
the budget is becoming a more credible instru-
ment in terms of budget allocation, revenue
collection and distribution of resources. These

general improvements can be expected to have
a positive impact on public environmental
actions and likely lead to significant gains in
this sector, as in others.

3.4 The role of parastatals and
internally generated funds

In Kenya, parastatal expenditure and non-tax
revenues represent more than 10 per cent of
total State expenditure. There are a total of
161 parastatals, which are also referred to as
Statutory Bodies and State Corporations. They
include semi-autonomous government agen-
cies, trust funds and public enterprises. In the
environment sector there has been a strong
growth in parastatals. The first of these, the
Kenya Wildlife Service, was established under
the 1989 Wildlife (Conservation and Manage-
ment) Act. This was followed by the National
Environment Management Authority (NEMA),
created by the Environmental Management
and Co-ordination Act in 1999 and then by the
Kenya Forest Service and the Water Resources
Management Authority, both created under leg-
islation since 2000. All these institutions pre-
pare their own Annual Estimates.

Under the Public Audit Act 2003, Statutory
Bodies and State Corporations are required to
submit their financial accounts to the Minis-
try of Finance, Line Ministries and the Kenya
National Audit Office within three months of
the end of their financial year. However, the
Ministry of Finance does not maintain a list of
those parastatals which have complied and
those that have not submitted their accounts.
The NEMA Annual Reports and Accounts for

Table 3. Analysis of original budget estimates verses actual
expenditures by sub-sectors 2005/06-2007/08 (Ksh Millions)

2005/06 2006/07 2007/08
Ministry | pevised | Actual Revised Actual Revised | Actual
Estimates | Expenditure | Estimates | Expenditure | Estimates | Expenditure
MWI 6,183 6,183 8,586 7,851 15,815 12,730
MEMR 2,189 1,124 2,820 2,394 3,299 2,473
Total 8,372 7,307 11,406 10,245 19,114 15,203
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2003 through to 2006 all contain the National
Audit Office’s statement recording the late
submission of the financial statement. The
NAO also recorded that for 2006 and 2007
NEMA operated without a budget approved by
the relevant authorities.

The semi-autonomous position of the par-
astatals allows these institutions to raise their
own revenue through internally generated
funds (IGF). This may take the form of licences
and approval fees, as well as user-fees charged
to those who consume or use facilities. Exam-
ples include levies made by NEMA on investors
for conducting environment impact assess-
ments; licence fees that KWS charges investors
who build lodges in national parks; and user
fees charged for entry into the parks. While this
has proved to be a popular source of funding
it carries serious operational challenges, which
include:

* inadequate data on the revenue base

e risksof encouraging environmental degrada-
tion through the pressure to raise revenue

e risks of neglecting important monitoring
and protective activities that do not gener-
ate revenues

e it is particularly prone to external disrup-
tions

e weak enforcement provisions in the laws

3.5 Donor financial support

Following the 2005 Paris Declaration on Aid
Effectiveness and the Accra conference in July
2008 there has been growing international con-
sensus that in terms of aid modalities general
budget support offers the best conditions for
national ownership over the development proc-
ess. However, general budget support requires
that the recipient country can demonstrate a
well functioning public finance management
system. In the absence of such a system,
most donors provide development assistance

through project interventions, as continues
to be the case in Kenya. Budget support also
requires a high level of political trust between
donors and the recipient country government,
which can be seriously undermined by periods
of national crisis, as happened in Kenya follow-
ing the 2007 elections.

Donor support given as revenue grants and
loans is provided on the budget, using treas-
ury systems. However, support provided as
Appropriations in Aid (AiA), both as grants and
loans, is disbursed by donors using other pay-
ment systems. In 2007/08 more than half of all
aid flows (or Kshs 49.2 billion out of a total of
Kshs 81.7 billion) were provided as AiA. Hedvall
et al. (2008) report that government officials
have difficulties in getting reliable reports on
the disbursement of AiA. Much of the financial
assistance provided as AiA is reported late, in
different formats or not at all. This is acknowl-
edged as a problem and there are on-going
efforts to reconcile AiA between donors and the
Treasury.

Many of the agencies in the environment sector
receive support from donors, sometimes involv-
ing several projects, but compared to other
sectors, the total amount is small. When the
projects are many, this poses a major challenge
to those agencies that have limited capacity.
For example, the Kenya Forest Service currently
has nine projects funded by seven develop-
ment partners. This is an agency which has had
its mandate substantially increased but has not
been able to increase its staffing levels. The
coordination of several donors and projects can
stretch limited personnel capacity. In addition,
donor funding can introduce vulnerabilities,
especially when support is conditional on the
fulfilment of obligations at the national level.
All these and other challenges affect agencies’
capacity to implement projects on time, leading
to low utilisation of available funds.
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4. Resource allocation and spending by
environmental agencies

This chapter examines the funding position of
three national environmental agencies and
seeks to identify their main sources of funding.
The chapter concludes with a commentary on
the low absorption of resources in the develop-
ment budget.

The nature of public spending
on the environment

Acquiring an accurate picture of government’s
spending on the environment is a challenge.
Any analysis is faced with the task of defining
which parts of the government administration
possess an environmental remit. This is not
an easy task due to the cross-cutting nature of
many environmental issues.

The 1991 Draft International Covenant on Envi-
ronment and Development defined ‘environ-
ment’ to mean ‘the totality of nature and natu-
ral resources, including the cultural heritage
and infrastructure essential for socio-economic
activities’. Environmental issues therefore go
beyond environmental protection to include
the management of natural resources and the
manner by which they are utilised by individu-
als and society (Okidi, et al., 2008).

This report adopts this broad interpretation of
the environment, being both a ‘sector’ and a
cross-cutting theme.

This chapter aims to provide some insight into
the financial position of three of the major envi-
ronmental agencies in Kenya, namely NEMA,
the KFS and the KWS. However, a direct com-
parison of budgetary allocation and spending
over a number of years is far from straight-
forward. It has not been possible in the time
available to collate a consistent set of data
across the relevant institutions over a uniform
time period. It should therefore be stressed
that the analysis presented here is indicative.

Considerable investments have recently been
made by each of the national environmental
agencies in the preparation of 5-year Strate-
gic Plans (NEMA, 2009; KFS, n.d.; KWS, n.d).
These now appear to be at the final stages of
completion. One strategic issue stands out in
all of these plans: financial planning appears to
have been weakly addressed, with little analy-
sis made of the funding position of each institu-
tion. Absence of credible financial data within
these plans raises doubts over their ownership
by the organisations concerned.

4.1 The National Environment
Management Authority

The National Environment Management Author-
ity (NEMA) secures its financial resources
through four sources of funding, each of which
has it own characteristics. These sources are:
the government’s recurrent grant, the govern-
ment’s development grant, internally generated
funds and donor funds (Tables 4 and 5).

The city council of Nairobi improving access to better
sanitation facilities by constructing more facilities
within common areas. Michael Mwangi/UNEP
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Table 4. NEMA: approved estimates, 2003/04-2007/08 (Kshs)

Reé;::int DevzlroaelTent Interp:;lsz(eAril:)rated Donor Grants Total
2003/04 243,528,615 o 0 18,900,000 262,428,615
2004/05 | 292,528,615 0 0 o 292,528,615
2005/06 | 273,657,305 10,307,918 0 39,830,044 | 323,795,267
2006/07 283,657,305 39,210,000 60,000,000 60,000,000 442,867,305
2007/08 259,357,307 71,435,459 111,000,000 557,624,554 999,417,320

Table 5. NEMA: actual income, 2003/04-2006/07 (Kshs)

Reé:!rr::nt Devglroa;;Tent Interpjrl]lt\j/SG(iril;)rated Donor Grants Total
2003/04 | 220,078,148 7,413,420 11,434,778 2,883,056 241,809,402
2004/05 287,127,627 9,060,000 45,259,393 17,686,501 359,133,521
2005/06 273,657,305 15,056,615 78,521,861 14,622,590 381,858,371
2006/07 | 266,616,475 4,194,096 106,702,992 11,532,082 389,045,645

Sources: Approved estimates taken from the Government of Kenya’s Estimates of Recurrent and Development Expenditure,
2003/04 to 2007/08 (Budget sub-vote 215). Actual income data taken from NEMA’s Annual Report and Accounts, 2003/04

to 2006/07.

The general picture is that NEMA has been able
to secure from Treasury its recurrent grant since
becoming an autonomous agency in July 2002.
(It is worth noting that in its first year of opera-
tion it was only able to spend 85 per cent of the
recurrent budget allocated.) The recurrent grant
remains - by a considerable margin - the main
funding source, although the actual income
from this source appears to be on a declining
trend (Table 5).

With regard to the development budget, the
picture is much less clear. Government’s Esti-
mates of Development Expenditure record
no approved development expenditure in
2003/04 and 2004/05, yet the Annual Reports
and Accounts of NEMA record development
grants being received in those years. Overall,
the development grant has seen significant
differences between the approved and actual
budget. The vulnerability of this funding stream
to significant change is noteworthy, particularly
as considerable investment would have been
required in the years reviewed, coinciding as

they did with the period when this new institu-
tion was being established.

There was strong early growth in internally gen-
erated funds, although at its height in the FY
2006/2007 it represented only 22 per cent of
the Authority’s annual income. The research
team understands there is now policy pressure
to cap the level of licence fees, so that such
costs do not act as a disincentive for develop-
ment projects. It is therefore unlikely that this
funding source will ever dominate revenue
flows to the Authority.

There appearto be quite substantial challenges
with the absorption of donor funds coming into
NEMA. This was highlighted in FY 2007/08
when more than half a billion Kenyan Shillings
was approved from donor funds. The Annual
Report has yet to be published, but the research
team was informed that the take-up of these
funds was approximately 20 per cent, despite
the funding source being first highlighted in the
Development Estimates of 2006/2007.
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The research team was also informed that
the source of this unprecedented donor grant
came from the European Commission’s general
budget support grant. This is highly significant.
In previous similar research carried out in other
countries (Lawson and Bird, 2008) no evidence
was found of environmental agencies securing
additional resources from the increased discre-
tionary funds associated with general budget
support. It is therefore an important signal of
environmental management issues having
secured greater political backing in Kenya than
elsewhere.

The National Environmental
Action Plan Framework

NEMA is currently preparing the country’s sec-
ond National Environment Action Plan, which
together with its draft Strategic Plan offers the
opportunity for medium-term financial plan-
ning. The first NEAP was prepared in 1994 and
much has changed in the intervening time. The
presentdraft presents an ambitious agendathat
responds to the challenge of meeting the Mil-
lennium Development Goals and Kenya’s long-
term development blueprint, Vision 2030. The
draft NEAP provides interesting insights into the
level of the challenges facing NEMA in terms of
its strategic allocation of resources and spend-
ing priorities. The estimated cost of implement-
ing the NEAP Framework (that involves many
agencies and government departments) over a
five year period is put at Kshs 103 billion.

Whilst the plan comprehensively documents
the many challenges and proposed interven-
tions to secure better environmental outcomes,
the level of budgeting that underpins the pro-
posed activities appears quite superficial. For
example, the NEAP framework implementation
matrices provide no evidence of how budget
estimates were derived and give no indication
of the timing of the proposed activities, other
than stating 2012 as the timeframe for all 94
‘priority issues’. There is no strong evidence of
prioritisation among these issues, although at
a higher level the planned resource allocation
suggests an implicit prioritisation towards the

strengthening of environmental management
within human settlements (e.g. pollution con-
trol and waste management) (Table 6).

Another issue of concern is that the proposed
interventions list within the main text of the
action plan is not consistent with the proposed
implementation activities within the matrix.
Although there is some overlap between these
two listings, it is not complete and at times dif-
ficult to follow. This suggests a continuing sep-
aration between planning and budgeting.

Table 6. Summary of NEAP framework
implementation matrices

. Nos. of Total Budget
Implementation L.
priority | (Kshs
strategy theme . e
issues millions)
Trade, industry and
services 4 66,985
Human settlement and 10.000
infrastructure 5 9
Environment & Natural o 06*
Resources 3 9:3
Environmental hazards 10 6
and disasters 4,695
Governance, legal
framework, institutional
5 1,300
arrangements and
policies
Environmental
information, networking | 3 750
and technology
Total 94 103,036

"There is a discrepancy in the NEAP implementation matrix
between the total budget figure and the total of all the
sub-programmes (Kshs 15,552 million) for this theme.

4.2 The Kenya Wildlife Service

The first observation to make is that the fund-
ing level of the KWS is at a quite different level
from that of NEMA (Tables 7 and 8). Whereas
the annual operating budget of NEMA was
approximately KShs 400 million in 2007, that of
the KWS was close to KShs 3 billion. Although
they are both charged with safeguarding the
national environmental patrimony they are very
different organisations.



Resource allocation and spending by environmental agencies

Table 7. KWS: approved estimates, 2003/04-2007/08 (Kshs)

Recurrent Development Internally Donor Grants Private Total
Grant Grant Generated (development) Donations Recurrent
Funds

2003/04 412,113,010 150,000,000 | no estimate 162,050,000 | no estimate 412,113,010
2004/05 821,500,000 0 no estimate 123,926,000 | nho estimate | 821,500,000
2005/06 697,500,000 30,000,000 | no estimate 224,493,678 | no estimate | 697,500,000
2006/07 917,000,000 220,300,000 | no estimate 208,600,000 | no estimate | 917,000,000
2007/08 937,300,000 638,801,150 no estimate 443,370,000 | no estimate 937,300,000
Table 8. KWS: actual income, 2003/04-2007/08 (Kshs)

Recurrent | Development Internally Donor Donor Grants Private Total

Grant Grant Generated Grants (Recurrent) Donations Recurrent

Funds (devpt.)

2003/04 | 390,146,000 o| 1,111,842,000 0| 152,394,000 0| 1,654,382,000
2004/05 | 729,473,000 0| 1,423,943,000 | 320,163,000| 38,750,000| 96,391,000 2,288,557,000
2005/06 | 755,640,000 0| 1,769,648,000 | 292,855,000 | 23,032,000 | 126,213,000 | 2,674,533,000
2006/07 | 746,961,000 | 200,000,000 | 2,553,824,000 | 415,369,000 120,611,000| 69,277,000/ 3,490,673,000
2007/08 | 740,000,000 | 122,000,000 | 1,930,233,000 | 767,292,000 | 219,579,000 | 27,007,000 | 2,916,819,000

Sources: Approved estimates taken from the Government of Kenya’s Estimates of Recurrent and Development Expenditure,
2003/04 to 2007/08 (Budget sub-votes 551, 464 and 213). Actual income data taken from the KWS Annual Reports, 2005

to 2008.

The government provides a significant recurrent
grant to the KWS of approximately three quar-
ters of a billion Shillings each year. The actual
amount secured from the Approved Estimate
has declined from approximately 9o to 8o per
cent over the last five years.

The Service’s internally generated revenue does
not appear in the Approved Estimates of Recur-
rent Expenditure (e.g. Government of Kenya,
2007¢). Yet this revenue represents the largest
source of recurrent funding, having consistently
provided two-thirds of the Service’s income
over the last five years. Total IGF reached a peak
of Kshs 2.5 billion in 2006/2007 before drop-
ping by 24 per cent the following year. This
came about because of the much reduced park
entry fees (which constitute well over 9o per
cent of IGF), brought about by the lower number
of international visitors to Kenya, following the
early 2008 civil unrest.

Development grants, from both government
and donors, are quite difficult to track, with sig-
nificant differences between what is recorded
in the Government’s Estimates and the Serv-
ice’s Annual Reports. It is not clear why such
large discrepancies exist.

4.3 The Kenya Forest Service

The newly formed Kenya Forest Service (KFS)
has a much increased mandate compared to
the previous Forest Department. The latter was
formerly responsible for government forests
only, yet the KFS has had its mandate extended
to include both Community Forests and private
forests. Despite this expansion, the revenue
base has not been expanded significantly
(Tables 9 and 10). As a result, it is facing consid-
erable constraints, both human and material,
to discharge these new responsibilities. This
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Table 9. KFS: approved estimates, 2003/04-2007/08 (Kshs)

Recurrent Development [ueiall)
Grant GraF:1t Generated Donor Grants Total

Funds (AiA)
2003/04 | 1,481,588,798 164,290,010 20,130,000 113,804,000 1,779,812,808
2004/05 | 1,558,155,673 154,550,010 2,100,000 o 1,714,805,683
2005/06 | 1,759,624,944 169,714,879 26,450,000 85,066,046 | 2,040,855,869
2006/07 | 1,891,844,662 548,753,554 56,300,000 105,544,000 | 2,602,442,216
2007/08 | 2,199,626,068 884,314,500 70,100,000 234,805,990 | 3,388,846,558

Table 10. KFS: actual income, 2005/05-2007/08 (Kshs)

Recurrent Development Lzl
Grant GraI;t Generated Donor Grants Total
Funds (AiA)

2003/04 -
2004/05 -
2005/06 | 1,343,000,000 | 100,000,000 not recorded | 102,000,000 1,545,000,000
2006/07 | 1,323,000,000 | 139,000,000 not recorded | 603,000,000 2,065,000,000
2007/08 | 1,630,000,000 | 181,000,000 not recorded | 860,000,000 2,671,000,000

Sources: Approved estimates taken from the Government of Kenya’s Estimates of Recurrent and Development
Expenditure, 2003/04 to 2007/08 (Budget sub-votes 552 and 211). Actual income data provided by the KFS.

represents an important disconnect between
policy and budgeting.

The financial record of the Forest Department is
difficult to trace; the research team was unable
to discover the level of internally generated
funds that had been collected in recent years,
despite the acknowledged importance of this
funding stream to a parastatal. As was the case
forthe other environmental agencies, the recur-
rent budget remains the most significant source
of funds. There are considerable discrepancies
underboththe government’sdevelopmentgrant
and donor funding. For the former, the level of
recorded income is considerably less than that
recorded in the Annual Estimates, whilst in the
latter case the recorded income from donor
grants is far greater than that recorded going
through the Treasury, indicating very consider-
able sums being ‘off-budget’. As a result, donor
funds have low visibility.

4.4 The low absorption of the
development budget

Across all of the environmental agencies, there
is low absorption of financial resources from
the government development budget.

The fact that national strategy documents have
not adequately prioritised environment is one
reason why development funds have not been
forthcoming from Treasury. For example, the key
anchor ofthe budget in the early 2000s was the
Poverty Reduction Strategy Paper which did not
adequately prioritise environment. Then when
the ERS was introduced, in 2003, priority was
given to the economic pillar, with its focus on
the immediate problem of securing economic
growth. Consequently, the environment was not
given a high ranking and therefore received low
allocations. Besides this problem, the MEMR
2008 MPER highlights ‘delays in exchequer
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and AIE releases should be avoided as much
as possible to ensure the timely availability of
financial resources...” (MEMR, 2008). This sug-
gests there have been delays in release of funds
to the MEMR constraining operations.

Since 2008, when the Vision 2030 came into
force asthe overarching development blueprint,
there appears to be a more central role given to
environmental actions in the policy discourse,
although in terms of resource allocation the
environment sector continues to receive a very
small amount of the national budget.

Some of the other reasons that explain the low
resource allocation to the environmental sector
include:

e The tendency in the budgetary process to
focus on immediate and politically visible
issues, e.g. current food shortages, not how
to improve environmental conditions to
ensure more food in the future;

e In terms of its status within the government
administration, the ministry of environment
lacks political clout and therefore does
not receive adequate consideration. The
problem is compounded by the political

sensitivity of many of the issues that affect
environment (such as the deforestation of
major watersheds);

e Lack of budgetary prioritisation within the
institutions themselves. For example, in
the NEAP framework document there is a
marked inconsistency between outlined
budgets and proposed activities. This
disconnectbetween planningand budgeting
may indicate to the Treasury that the sector
does not really understand what realistic
needs are. National resources may then be
allocated to other Ministries that are better
at prioritising their activities and presenting
realistic plans and budgets;

e Low resource expenditure of both
Government and donor funds, as indicated
in the Sector MPER, is an indication of low
absorption rates. This can lead to financial
managers at Treasury believing that the
sector may not need the funds that have
been requested, which in turn leads to
reduced allocations;

e The tendency by line ministries to seek as
many resources from the Treasury in the
beliefthat during negotiations some cutting
back will occur;

e Delays in procurement.
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5. Implications for the role
of development partners

This chapter discusses how development part-
ners could be more effective in supporting envi-
ronmental management at different levels of
development cooperation. Five levels of interac-
tion are considered: (I) internal (across agency
departments/teams); (ii) with other donors; (iii)
with government as a whole; (1V) with core envi-
ronmental government functions; and (v) with
non-governmental stakeholders.

This chapter draws heavily on the analysis of
one of the countries from the larger study on
environmental public expenditure and devel-
opment cooperation. This earlier research in
Mozambique (Cabral and Francisco, 2008)
identified many of same challenges that face
development partners in Kenya.

5.1 Internal policy coherence

Internal policy coherence should be considered
as a prerequisite for an effective interface with
domestic stakeholders. This may seem an obvi-
ous point but it is one that is often overlooked.
Development partners’ sectoral policies and
practices (such as support to agricultural or
infrastructural development) should be con-
sistent with policy positions and practices in
the environment domain.

The tensions between economic development
and environmental protection objectives are
likely to be significant in a country, such as
Kenya, with a relatively low socio-economic
profile and, consequently, strong pressure on
natural resources. Development partners fund
much public investment in Kenya and have,
therefore, a great responsibility in assisting the
management of such tensions.

An environmental assessment of each donor’s
country strategy could be a first step in building
stronger coherence between the donor envi-
ronmental policy and policies in other fields of
cooperation.

5.2 Harmonisation across
Development Partners

Harmonisation across development partners is
one of the widely accepted pre-conditions for
effective aid. However, harmonisation does
not mean that all agencies need to be doing
similar things. Rather, what is required is regu-
lar interaction that ensures overall coherence,
consistency and, to the extent possible, com-
plementarity of work (with division of labour
which makes the most of agencies’ compara-
tive advantages).

In an area like the environment, however, har-
monisation is challenged by the cross-cutting
nature of the themes in hand and, in particu-
lar, by the fact that some of the most difficult
environmental policy challenges lie outside the
mandate of environmental agencies. For these
reasons, harmonisation efforts should not be
restricted to those agencies (or agency sec-
tions) which carry out environment protection/
awareness activities.

Flash floods wash out a section of a road in
Baringo District. Christian Lambrechts/UNEP
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But it should also include the agencies dealing
with economic activities of relevance to envi-
ronmental management. Examples of these
would be agricultural technology, energy pol-
icy, and investment in infrastructure. Besides,
in a country such as Kenya with high unem-
ployment, supporting income generation pro-
grammes can help reduce pressure on environ-
mental degradation.

Itis thus important that the Environment Donor
Coordination Group, and other groups that
debate environmental policy in Kenya, have a
broad perspective on environmental challenges
and engage agencies (oragency sections) work-
ing directly in areas of strategic importance to
sustainable environmental management.

5.3 Managing environmental
policy dialogue with the
whole of government

The cross-cutting nature of environmental gov-
ernance demands that policy dialogue is held
with the whole of government, or at least with
all those government agencies of relevance to
the environmental issue in question.

With regards to sector working groups, it is
worth noting that although treating environ-
ment as a policy area of its own gives visibility
to environmental issues, it increases the risk of
separating environmental management from
other sector policy debates. As a result, envi-
ronmental actions may remain confined to a
few activities of limited reach.

4.4 Focusing capacity building
efforts on core environmental
functions of government

Despite the volume of resources invested on
capacity building, national institutional capac-
ity remains weak and core environmental func-
tions (such as regulation enforcement, supervi-
sion and monitoring) are not being performed
effectively. This is partly because of the insti-
tutional complexity of the sector. But another
reason for failure may be related to the fact that

donor-funded capacity building initiatives tend
to be geared towards the delivery of project out-
puts (often pre-defined by the funding agency)
rather than focused on the performance of core
environmental functions of government.

Donors therefore need to focus their capacity
building efforts on improving the performance
of the core environmental functions of govern-
ment and strengthening the institutional links
across sectors and levels of government where
such functions are located. This will require, first
of all, greater clarity about core environmental
functions in Kenya and their institutional loca-
tion — i.e. an institutional map of the environ-
mental functions of government. MEMR and
NEMA are expected to be at the centre of such
a map, which would include key institutions
such as the Ministries of Water and Irrigation,
Tourism and Wildlife, as well as agencies such
as the Water Resources Management Authority.
Such an exercise could build on the very thor-
ough 2007 functional analysis of the MENR and
NEMA (MENR, Danida and Sida, 2007).

Given the cross-cutting nature of the environ-
ment, core functions are likely to be shared
with a number of administrative units/levels
of government and hence the links between
those various units/levels also need to be well
understood.

5.5 Strengthening demand for sound
environmental governance

In addition to measures to improve the supply
side of environment policy there is also scope
for strengthening the demand for better
environmental policies.

One of the key sources of demand for environ-
mental policy are parliamentarians and cross-
party parliamentary committees that have
the remit for overseeing governmental action.
There is emerging awareness of environmen-
tal issues within Parliament, but this has yet to
be expressed in terms of calls for transparent
accounts on budgetary allocations and spend-
ing on environmental activities.
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Most politicians are widely involved in grass-
roots activities, which have the potential
to safeguard or compromise environmental
assets. Therefore, their buy-in is critical to

securing better environmental outcomes. Pro-
viding them with appropriate information could
assist MPs play a more prominent role in envi-
ronmental stewardship.




6. Conclusions and recommendations

This last chapter summarises the main emerg-
ing issues from the analysis in the previous
sections and concludes with five recommenda-
tions for further study.

Overall, what this study points to is the need to
focus less on addressing environmental issues
directly and give greater weight to the public
administration, so as to improve the efficiency
of the national response to such issues. Highly
skilled environmental specialists already exist
within the public service; the challenge is to
empower such people through the creation of
an enabling environment. What this study has
identified, in particular, is that such an environ-
ment would require improved capacity to pro-
duce implementable, realistic and prioritised
annual work plans, which are affordable and
that feed seamlessly into the multi-year budg-
etary system and the sector’s various strategic
plans.

6.1 Environmental policy
priorities and budgets

The current political crisis, first with the nation-
wide social unrest and now with the country
experiencing drought conditions and wide-
spread food shortages, clearly sets the over-
arching national policy context within which
the public administration has to operate. These
recent challenges understandably appear to
have led to a ‘fire fighting’ response within gov-
ernment, diminishing the resources available
for longer-term strategic thinking. This applies
across all sectors and includes the treatment of
environmental issues.

Within most of the recent planning documents
that have been prepared by environment
agencies, there appears to be a strong divide
between the planning of activities and the
planning of budgets, with the latter often having

Young man selling a solar panel. International Rivers

been given scant attention. This separation
diminishes the value of both processes.

The Ministry for Planning, National Develop-
ment and Vision 2030 is working closely with
the Ministry of Finance to ensure that the MTEF
is aligned with the priorities in the Vision 2030
and MTP 2008-2012. This is a major undertak-
ing that has to be rolled out at sector, ministry
and sub-ministry or district levels. The process
is clearly incomplete, and depends in part on
the development of ownership of the process
within each ministry. Considerable investment
will be needed to help strengthen the linkages
between planning and budgeting.

Programme-based budgeting is at an early
stage and so far change has not been that
dramatic. This is especially the case in minis-
tries that complain of a lack of technical skills
to handle programme budgets and therefore
there is a tendency to continue with the use
of incremental budgeting. Instability also con-
tinues over the financial year due to a lack of
finance, and the challenges of managing risks
associated with multi-year budgeting are yet to
be addressed. However, with the introduction
of the MTEF there is now a credible framework
to strengthen the links between policies and
budgets. In particular, the MTEF/budget process
offers an important opportunity
to strengthen prioritisa-
tion between dif-
ferent policy
options.
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Whilst much attention has been given to the
review of policy and strategic planning, the har-
monisation of legislation across the environ-
ment domain remains badly in need of being
addressed. Some laws are presently in conflict
with each other and those that were supposed
to have been repealed during the reform proc-
ess remain on the statute books. The result
is cases of overlapping mandates that create
potential for institutional competition and con-
flict.

6.2 Environmental institutional setting

The present institutional arrangements high-
light the importance of coordination. Too much
focus appears set on ministry or agency action
and not sufficient regard is being given to
strengthen existing coordination mechanisms
between the various players that have an envi-
ronmental remit. The NEC should be creating
high-level consensus across sectors but it is
not. Equally, NEMA has yet to secure its coor-
dination role with respect to the action of other
lead agencies. As a result NEMA appears to
have little authority for challenging sector poli-
cies that threaten environmental sustainability.
In the present economic climate, with so much
attention being given to securing high rates
of economic growth, strengthening of NEMA’s
coordination leadership position will require
strong political backing. This is essential to
relieve NEMA of the need to engage in vari-
ous enforcement actions, in areas where other
agencies are mandated to take action but do
not act.

There is now a process underway to seek clarity
of mandate between various institutions. Two
outcomes are expected from this process: (i) to
align and separate the role of each lead agency
and (ii) to identify the linkages between these
agencies. This will be an important process to
see through to completion.

The creation of parastatal Authorities and Serv-
ices responsible for environmental regulation
and management is a development that should
be critically reviewed. The institutional origin

of these environmental agencies can be traced
back to government departments that relied
solely on the consolidated fund. The creation of
semi-autonomous parastatals has been part of
government reform programmes in many coun-
tries. However, one effect of this reform has
been the apparent distancing of these organi-
sations from the mainstream public adminis-
tration and the reforms that have focused on
improving government practice.

In Kenya, donorintervention in the environment
sectoris characterised by conventional projects
with parallel financial management structures
and international technical assistance com-
ponents. Being spread across a range of sec-
tors this makes coordination of environmental
issues and policies difficult to establish. How-
ever, there have been some efforts to promote
sector-wide policy dialogue and coordination,
including the creation of an Environment Donor
Coordination Group.

6.3 Public environment expenditure

Fragmentation of the budget is a serious issue
for all the environmental agencies that have
been examined. This has led to a lack of trans-
parency in terms of the total financial envelope
within which agencies have to operate. Donor-
funded development projects that are off-
budget are also poorly visible and contribute to
this lack of clarity.

Each parastatal has been encouraged to create
its own Internally Generated Funds — as part of
the so-called ‘service culture’. With regard to
financing these institutions, itis notthe concept
of self-financing that is at stake, although the
principle of self-financing underpins this insti-
tutional arrangement. The challenge is more to
determine the right blend of funding from dif-
ferent sources. It is noteworthy that very little
attention appears to have been given to this
issue. What little financial projections that have
been made appear quite superficial, as was
described to the study team by the CEO of the
Water Resources Management Board (WRMA).
This has led to some examples of gross under-



Conclusions and recommendations

funding, as in the case of WRMA. Of concern, in
the context of this study, are:

1. the capacity of environmental agencies to
project revenue from internally generated
funds accurately;

2. their ability to enforce collection, and the
costs of enforcement; and

3. The effects that external factors may have
on such revenue sources, as with the
current reduction in international tourists
affecting the revenue from park entrance
fees, experienced by the Kenya Wildlife
Service. (The target income from this
source was Kshs 3 billion in 2007/2008;
the achieved figure was Kshs 1.9 billion, a
shortfall of 37 per cent).

4. The risk of agencies paying too much
attention to revenue generating areas
while ignoring important areas that do
not generate any revenue, a situation
that could happen in areas such as
wildlife protection and environmental
monitoring.

5. In the case of natural resources, such as
forestry and fisheries, there is also the risk
of over-licensing to raise more revenue
and thus encouraging degradation, as has
happened in several other countries.

During the formation of these agencies, there
was a tendency to over-estimate revenues that
could be raised through user-charges. Forexam-
ple, when WRMA was proposed as an autono-
mous body, it was estimated that it could raise
over Kshs 2 billion a year. In the two years since
its launch it has not been able to raise more
than Kshs 5oo million per annum, which has
made it difficult to achieve its original objec-
tives. This problem is not peculiarto WRMA, but
affects most parastatals due to poor collection
capacity and lack of skills in this area.

Continuing project support acts as a relatively
easy alternative to normal budget funding for
government ministries and their agencies, and
this limits the incentive for them to strengthen
their case during the annual budget round.

6.4 Recommendations

In such a short study it is difficult for the
research team to propose a comprehensive
list of recommendations for action that would
lead to improved environmental regulation and
management. However, five issues stand out,
each of which merits further investigation.

(i) Strengthening the MTEF process

Introduction of the MTEF and associated pro-
grammed-based budgeting represents a major
change to financial planning in the public sec-
tor. This approach offers a strong, coherent
framework to link policy, strategy and budget-
ing together. However, specific technical assist-
ance will be required, over at least the lifetime
of one MTEF period of three years, to strengthen
this financial planning process. The most urgent
need is to provide support for staff training and
mentoring on multi-year budgetary systems.
There is scope for considerable cross-sectoral
collaboration in this regard. In fact, such a pro-
gramme of support would have to be cross-sec-
toral to be successful, coordinated by the Min-
istry of Planning.

There is also urgent need for inter-agency co-
ordinationin caseswhere several ministriesand
agencies have over-lapping mandates. Such a
case involves the management of water catch-
ments areas. At least three ministries, namely,
Environment, Forestry and Wildlife, and Water
and Irrigation, are all responsible for the same
environmental assets. In addition, the Ministry
of Energy has some responsibility on account of
the power generation function of these catch-
ment areas. To ensure co-ordinated funding and
synergy in the use of resources allocated to all
the players, it will be necessary to strengthen
the co-ordination and collaboration on budget
proposals for their related activities.

Also, to be credible with the Treasury, the pro-
grammes developed in response to major
environmental challenges need to be based
on sound analytical studies of the costs (and
benefits) involved. This has not been strongly
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apparent in the costed programmes that have
featured within various strategy documents.
The separation already observed between the
planning of activities and the planning of budg-
ets needs to be closed, with far greater atten-
tion given to the latter.

(ii) Strengthening the new
public institutions

Were the parastatals not already in existence,
there would be a strong case to examine
critically the advantages of this institutional
arrangement over what it has replaced, namely
government departments. However in the envi-
ronmental sector the decision has been made,
and these institutions are in existence. How-
ever, their future appears far from certain and
this is an area of enquiry that requires immedi-
ate attention. First and foremost, the financial
position of each parastatal should be evaluated
and, atits simplest, expected income compared
with expected expenditure. This would require a
strategic exercise to identify, and prioritise the
various mandates held within an agency (and
to determine how these mandates are linked
to other agencies’ mandates). Such an exer-
cise would support, and fit into, any larger pro-
gramme that aims to review institutional man-
dates. Projecting the likely revenue from each
funding stream is an important first exercise
that needs to be completed for all agencies. It
is quite remarkable that this does not appear to
have been completed already.

Other innovative funding mechanisms, such
as the proposed endowment trust fund of the
Kenya Wildlife Service, should be evaluated
as part of this review of institutional financing.
However, it would seem to be a mistake not to
give paramount importance to support environ-
mental agencies secure higher levels of funding
from the government recurrent budget.

Promoting the expansion of recurrent budgets,
is likely to entail actions in the following areas:

e At the Ministry of Finance level, efforts to
programme a steady expansion over the

medium term of recurrent budgets for envi-
ronmental agencies and functions.

e For environmental and natural resource
agencies, measures to improve the quality
of recurrent budget formulation and execu-
tion, whilst controlling the use of project
finance. Of special consideration is the need
to recognise the vulnerabilities that may
arise from extensive reliance on internally
generated funds.

e For public service ministries, measures to
improve the terms and conditions of the
technical and management cadres, so as
to avoid the need for project ‘top-ups’ and
salary supplements, as well as to reduce the
loss of staff to local and international organi-
sations.

e Fordevelopment partners, actions to control
the use of project finance in support of envi-
ronmental actions, to make available sector
budget support where necessary and, where
appropriate, to provide technical assistance
to budget formulation and execution.

(iii) Securing environmental
coordination across sectors

The National Environment Council (NEC) is the
‘sleeping beast’ associated with national envi-
ronmental governance that urgently needs to
be brought to life. Such a transformation will
depend in part on political leadership (see
below), but one small initiative that could be
secured almost immediately is to obtain budg-
etary recognition of the NEC, so that budgetary
funds can be earmarked to support the Coun-
cil and its secretariat. This would give the NEC
both capacity and recognition as an inter-min-
isterial body, whose role is primarily to co-ordi-
nate activities that go beyond the Ministry of
Environment.

It is significant that previous research has
found inter-ministerial committees on the
environment to be either weak or non-
functional (Lawson and Bird, 2008). In
large part, the reason for this is ascribed to
the fact that these committees have been
headed by Environment Ministers or their
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equivalents, rather than at more senior
levels of Government, such as at the Prime
Ministerial or Vice Presidential level. Hence,
securing involvement at the very highest
levels of government may be a necessary
first step towards coordinated actions on the
environment. Using a crisis narrative may
be the best strategy to galvanise action and
the most obvious opportunity is the present
challenge of responding to climate change.

Strengthening the role of NEC needs to be
accompanied by measures to raise the level of
national awareness on the impact of environ-
mental degradation to both the economy and
peoples’ lives.

(iv) Continuing support for
the legal reform process

The legal reform process that led to the intro-
duction of a whole raft of new environmental
legislation since the late 1990s needs contin-
ued support. Achieving clarity between differ-
ent statutes and the preparation of the enabling
subsidiary regulations need to be achieved. At
present the general impression gained is that of
a job half-done.

(v) Changing the nature of
development assistance

Although the over-riding political context is
not a promising one at the present time, those
development partners who have signed the
Paris declaration on aid effectiveness need to
consider ways of moving away from project-
based interventions towards more program-
matic forms of aid delivery. Acknowledging that
general budget support may be a ‘step too far’
at present, development partners should con-
sider sector budget support arrangements. This
aid modality offers considerable advantages
over multi-donor basket funds and traditional
project interventions, as it relies on government
systems rather than on the continuing use of

parallel accounting arrangements, with all the
additional costs that such arrangements bring.

There may be lessons to be learned from a simi-
lar initiative that has been established recently
in Ghana. The Natural Resources and Environ-
mental Governance (NREG) program is a sector
programme supported by the World Bank, the
ECand anumberofbilateralagencieswith funds
channelled through the Ministry of Finance to
support the forestry and wildlife, mining, and
environment sector ministries. This is a model
of sector budget support that development
partners and their government counterparts in
Kenya should examine.

Clearly what is needed is more detailed plan-
ning to manage the transition towards the use
of budget support instruments for the environ-
ment. This process needs inputs from budget
support specialists to help address the quite
complex decisions and trade-offs involved.
There is scope for feasibility and design studies
for Budget Support for the environment. These
studies would need to consider:

e appropriate funding levels;

e appropriate indicators and disbursement
modalities;

e accountability mechanisms and channels;

e the ways in which a multi-dimensional stra-
tegic dialogue on the environment should
be built up;

e the ways in which sector working groups
might most effectively be structured; and

e specific capacity building measures for
development partners, government and
other stakeholders to help these new
approaches to work effectively.

The remaining challenge is to empower the
public administration of Kenya to fulfil its nec-
essary leadership role that will safeguard the
natural environment upon which the future eco-
nomic and social development of the country
depends.
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Annex 1. List of people interviewed, Nairobi 17th — 27th February 2009

Tuesday, 17'" Feb

Mr Henning Nohr

Ms Chihenyo Kang’Ara

Ms Anne Angwenyi
Ms Wambui Gathathi

Ms Susanne Kirkegaard

Wednesday, 18" Feb
Mr David Stower

Mr Peter Mangiti
Mr Lawrence Simitu
Mr John Nyaoro

Mr James Yatich

Mr David Kiboi

Mr Jackson Kinyanjui
Ms Monica Asuna
Mr Erastus Wahome
Mr Ambrose Orwa

Thursday, 19'" Feb

Deputy Head of Mission
Programme Officer
Programme Officer
Programme Officer
Environmental Programme

Permanent Secretary

Head, Donor Cordination
Director, Water Services
Director, Water Resources

Ag. Director, Land Reclamation Dept.

Principal Economist

Director, External Resources Dept.
Officer, External Resources Dept.
Desk Officer, Europe

Desk Officer, Europe

Meeting with the Environment Donors Coordination Group

Mr David Mbugua

Ms Lucy Kiboi

Mr Antony Weru

Ms Anastasia Muasya
Friday, 20" Feb

Mr Ibrahim Laafia

Mr John Olum

Dr Ayub Ndaruga

Dr Kennedy Ondimu
Mr David Cheruiyot

Dr Sambili
Monday 23"

M.A. Wa-Mwachai

Director
Deputy Director
Finance Director

Head of Section, Macroeconomics,
Governance & Private Sector

CEO

Director, Environment

Director, Environmental Planning
Director, Finance & Administration

Permanent Secretary

Permanent Secretary

Royal Danish Embassy
Royal Danish Embassy
Royal Danish Embassy
Royal Danish Embassy
Royal Danish Embassy

Ministry of Water & Irrigation

Ministry of Water & Irrigation
Ministry of Water & Irrigation
Ministry of Water & Irrigation
Ministry of Water & Irrigation
Ministry of Water & Irrigation

Ministry of Finance
Ministry of Finance
Ministry of Finance
Ministry of Finance

Kenya Forest Service
Kenya Forest Service
Kenya Forest Service
Kenya Forest Service

European Union

Water Resources

Management Authority (WRMA)
National Environment
Management Authority (NEMA)
NEMA

NEMA

Ministry of Planning,

Ministry of Forestry & Wildlife
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Dr Alice Akinyi Kaudia
Richard Mwendandu
Patrick Osare

Mr Gathara

Tuesday, 24"

Dr Romano Kiome

Mr Julius Kipng’etich
Mr Bernard Kaaria

Mr Edwin Wanyonyi

Mr Joseph Osewe

Dr Kennedy Ondimu
Mr David Cheruiyot

Mr Benson Ochieng

Prof. Albert Mumma
Wednesday, 25"
Mr Stefan Falk
Thursday, 26"

Mr Torban Lang

Friday, 27"

Environment Secretary
Mineral Resources (MEMR)
Director, MEAs

Director, Administration
Director, Policy

Permanent Secretary

Director

Head of EIA

Head of Resource Mobilisation
Head of Productivity Improvement

Director, Environmental Planning
Director, Finance & Administration

Director

Professor

Senior Public Sector Specialist

Chief Economist

Ministry of Environment and

MEMR
MEMR
MEMR

Ministry of Agriculture
Kenya Wildlife Service
Kenya Wildlife Service
Kenya Wildlife Service
Kenya Wildlife Service

NEMA
NEMA

Institute for Law and
Environmental Governance

University of Nairobi

The World Bank

Development Associates,
Copenhagen

Debriefing meeting at the Ministry of Finance with the Environment Donors Coordination Group

(EDCG)
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3. Budget allocation for Wildlife Service (2003/04 to 2008/09)
Budget sub-vote 5551, 464 and 213
Kenyan Shillings

Wildlife Services
Min of Forestry |Min of Toursim [Min of Env.,
& Wildlife & Wildlife NR & Wildlife
Recurrent Government Grant IGF Total
551 551 4,64 213 AinA
Wildlife Service | Wildlife services
2008/2009 937,300,000 o 937,300,000 Estimate
2007/2008 937,300,000 [J 937,300,000 Approved
2006/2007 917,000,000 [ 917,000,000 Approved
2005/2006 697,500,000 [ 697,500,000 Approved
2004/2005 821,500,000 ) 821,500,000 Approved
2003/2004 412,113,010 [ 412,113,010 Approved
Development Govt grant Donor Grants Foreign
551 borrowing
2008/2009 813,300,000 51,750,000 ) 865,050,000 Estimate
2007/2008 638,801,150 443,370,000 ) 1,082,171,150 Approved
2006/2007 220,300,000 208,600,000 [ 428,900,000 Approved
2005/2006 30,000,000 [ 224,493,678 254,493,678 Approved
2004/2005 o 123,926,000 o 123,926,000 Approved
2003/2004 150,000,000 162,050,000 [J 312,050,000 Approved
Govt Grants  [Donor Grants Foreign Govt Grants IGF Donations Total
Development |Development Development Recurrent Recurrent Recurrent Recurrent
Combined 2003/2004 150,000,000 162,050,000 ) 412,113,010| no estimate 412,113,010
Approved 2004/2005 0 123,926,000 0 821,500,000| no estimate 821,500,000
Estimate 2005/2006 30,000,000 0 224,493,678 697,500,000| no estimate 697,500,000
KWS 2006/2007 220,300,000 208,600,000 0 917,000,000| no estimate 917,000,000
2007/2008 638,801,150 443,370,000 [ 937,300,000 no estimate 937,300,000
2008/2009 813,300,000 51,750,000 [ 937,300,000] no estimate 937,300,000
Govt Grant Donor Grants |Donor Grants Govt Grants IGF Private Total
Development Development |Recurrent Recurrent Recurrent Donations Recurrent
Recurrent
Combined 2003/2004 152,394,000 390,146,000 1,111,842,000 o 1,654,382,000
Actuals 2004/2005 320,163,000 38,750,000 729,473,000|  1,423,943,000 96,391,000| 2,288,557,000
Income 2005/2006 292,855,000 23,032,000 755,640,000| 1,769,648,000 126,213,000 2,674,533,000
KWS 2006/2007 200,000,000| 415,369,000 120,611,000 746,961,000  2,553,824,000 69,277,000|  3,490,673,000
2007/2008 122,000,000| 767,292,000 219,579,000 740,000,000|  1,930,233,000 27,007,000| 2,916,819,000

All Estimate data extracted from Government Estimate Books
Actual income data extracted from the KWS Annual Reports
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