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The sixth and last ‘Policy Dialogue’ on Sustainable Energy in Kenya will be held on Thursday December 5th, 2002, at the Norfolk Hotel, Nairobi, from 2:30pm-9.00pm. Mr. Kibuga Kareithi, Chief Executive Officer at the Nairobi Stock Exchange and Mike Bess, International Director, Energy for Sustainable Development, United Kingdom will lead discussions on ‘Accessing International Funding Mechanisms for Sustainable Energy and Carbon Trading.’ There are many sources of international funds available for ‘clean’ energy development. 

However, many African governments are unable to access these due to a number of factors. These include poor policy environments and lack of information and awareness on the available international funds. One of the readily available source is the Clean Development Mechanism (CDM) under the Kyoto Protocol. This presents commercial opportunities to both investors from industrialized countries and their counter parts in the developing countries to obtain finance by reducing global greenhouse gas (GHG) emissions through their investments. Investments in clean energy or technology, particularly in renewable energy and energy efficiency enable both parties, under Kyoto, to earn money, thereby increasing the profitability of their investments by accessing these funds.  

For industrial or agro-processing energy users, such investments may include

· Renewable resources (biomass, agricultural wastes, small-hydro, wind, geothermal, solar)

· Fuel switching (i.e. from dirty fuels such as diesel and fuel oils or coal to gas or renewables)

· Demand side industrial, commercial, institutional and domestic energy efficiency improvements

· Supply side energy efficiency (for example energy system optimization or use of combined heat and power/cogeneration)

Two of the biggest hurdles, which need to be overcome in order to ensure effective implementation of CDM in Kenya are:

· Increased awareness on the part of the private and banking sectors, and more  involvement with CDM than at present; and

· Greater understanding/information across key Government institutions that CDM is not another donor financing mechanism (i.e. official development assistance, ODA), rather an innovative mechanism for attracting international (Northern) finance and investment to achieve both environmental objectives and to promote sustainable development.

Knowledge of CDM and involvement in activities related to the implementation of CDM in Kenya is restricted to a few Government departments, NGOs and private companies. CDM is about private sector investments. There is a critical need to engage the central Ministries, such as Finance and Planning, and Trade and Industry, who are primarily responsible for domestic and foreign investment, with export promotion and finance, and, not least, the private sector, including umbrella organisations (e.g., trade and industry associations), finance houses, and potential project developers, in the process. 

These key central ministries (Finance, Planning and Trade) and the private sector in Kenya are woefully uninformed about CDM. The National Environment Management Authority (NEMA) in the Ministry of Environemnt and Natural Resources (MENR) only has limited resources with which to carry out the broad range of awareness raising activities that are really necessary to get CDM off the ground in Kenya. In addition, NEMA cannot play regulatory as well as approval/endorsement of projects. 

This lack of awareness means that Kenya is not in a position to promote her own, locally prepared CDM projects for investment. A recent Swedish government tender for CDM resulted in financial awards going to several African countries, but not to Kenya. Kenya’s lack of preparedness means that, rather than being in a proactive role, Kenya will be forced to accept projects conceived by northern investors, if, indeed, foreign investors can be attracted to Kenya under the current business climate. This lack of proactive approach is contrary to Government's vision of CDM in Kenya, yet it is a reality that, without preparing those government agencies that promote investment and exports, and without making a marked effort to raise awareness of Kenya's dynamic business community, CDM will not happen in Kenya, but will be taken up increasingly by her African economic competitors. Africa’s first CDM project has started in Uganda, while CDM projects are underway or under preparation in Zambia, South Africa, Senegal and Ghana, with more in the pipeline in half a dozen other countries.

Priority for Kenya’s CDM projects is poverty alleviation. It is important, that CDM should improve the welfare of the Kenyan population and Kenya should be in a position to define the direction of the improvements. CDM should embody the right to develop and not allow one party to take advantage of another.

Wherever possible, CDM projects should be developed locally, by Kenya industry and institutions. It is hoped that Kenya will be in a position to promote its own projects to investors. Projects should be packaged to include community development/poverty alleviation elements. They should be viewed holistically. For example, a dam project must include tree-planting and management of the water catchments, business development and training and micro-finance for the displaced communities, school and clinic provision, etc.

Technology transfer is also an important element of the CDM. Technology transfer through CDM should bring opportunities for Kenya to add value to goods in Kenya rather than exporting raw materials. Technology transfer under CDM would be a real opportunity to improve business efficiency, reduce costs and improve competitiveness.

Kenya has the economic and financial infrastructure to make the Clean Development Mechanism work. But CDM will only succeed if the Government of Kenya adopts a facilitating role and allows the intended actors, in this case, Kenyan and investor companies in partnership, the freedom to make CDM happen.

Attendance to the meeting is by invitation. For further information contact:

Stephen Mutimba

Energy Alternatives AFRICA Ltd.

P.O Box 76406 – 00508 Nairobi

Tel/Fax: ++254 2 560654;  571027

Email: smutimba@iconnect.co.ke
