
1 
 

 

 

Country Update 
 

Assessing the Potential Impacts of Liberalizing Government 

Procurement: EAC Stakeholder Perspectives 

 

 

Provided by  

 

 
CUTS Africa Resource Centre, Nairobi 
www.cuts-international.org 

 

 

1. Introduction  

This note presents the views of stakeholders 

concerning the potential impacts of 

liberalizing government procurement in 

Kenya. The note was prepared based on data 

collected from stakeholders through key 

informant interviews, phone calls, electronic 

communications, and field visits. The 

stakeholders were sampled from the 

following institutions:  

 The National Treasury – The Ministry in 

charge of development and 

implementation of government 

procurement policy.  

 Ministry of Industry, Trade and 

Cooperatives (State Department for 

Trade) - The Ministry in charge of 

developing and implementing trade 

policy in Kenya.  

 The Public Procurement Oversight 

Authority – The organization mandated to 

regulate public procurement in Kenya  

 Kenya National Chamber of Commerce 

and Industry – A membership based trade 

support organization working to protect 

commercial and industrial interests of 

Kenyan business community.  
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 SEATINI Kenya – A non-governmental 

organization working on trade related 

issues in Africa  

 

2. Context 

Government procurement (GP) refers to the 

process in which a public sector entity 

acquires goods and services through a 

contractual arrangement. It involves the 

purchase of goods or services using public 

resources such as state funds or loans 

guaranteed by the state (UNCTAD, 2003). In 

Kenya, GP promotes development by 

facilitating access to various goods and 

services that are required to implement 

various projects and effective functioning of 

the government (PPOA, 2014). The key 

principles of GP in Kenya include 

maximization of value for money; promotion 

of local industry, sustainable development, 

and protection of the environment; and 

promotion of citizen contractors (GoK , 

2015). Other principles include transparency 

and accountability; efficiency; consistency; 

and open and effective competition. These 

principles promote optimization of resource 

allocation and reduction of loss of public 

funds. They are also meant to ensure timely 

delivery of procured goods/ services.  

 

The government has enacted several laws, 

policies, and regulations to guide GP. These 

include the Public Procurement and Disposal 

Act (PPDA), 2005/ 2015; Public 

Procurement and Disposal Regulations 

(PPDR), 2006; Public Procurement and 

Disposal Regulations (Public Private 

Partnerships) (PPDR-PPP), 2009; and the 

Supplies and Practitioners Management Act 

(SPMA), 2007. Others include the 

Constitution of Kenya, 2010; Leadership and 

Integrity Act (LIA), 2012; and the sector 

specific procurement manuals. PPDA, 2005/ 

2015 provides the legal and institutional 

framework, as well as, procedures for 

efficient procurement and disposal of assets 

by public entities. PPDR, 2006 provides the 

regulations that govern public procurement. 

SPMA, 2007 provides the legal and 

institutional framework for training, 

registration, and licensing of supplies 

practitioners and regulates their practice. 

PPDR-PPP, 2009 is a legislation that governs 

partnerships between the government/ public 

and private sector in provision of various 

goods and services. LIA, 2012 defines the 

principles that state officers have to adhere to 

in relation to GP. The Constitution of Kenya 

provides for affirmative action, national 

values/ principles, and equality and freedom 

from discrimination in relation to GP.  



3 
 

 

The institutions involved in GP include the 

National Treasury, which is responsible for 

formulating public procurement policy. The 

Public Procurement Oversight Authority 

(PPOA) undertakes regulation of GP. The 

Public Procurement Regulatory Board 

(PPRB) oversees the functions of PPOA. The 

Public Procurement Administrative Review 

Board (PPARB) has been established to hear, 

review, and determine disputes in GP and 

asset disposal. Thus, the key GP stakeholders 

in the public sector include the National 

Treasury, which is the policy maker; PPOA 

and PPRB, which are regulators; and 

PPARB, which handles dispute resolution. 

The stakeholders in the private sector include 

suppliers of various goods and services, as 

well as, non-governmental organizations that 

work on various aspects of GP such as 

transparency and fairness.   

 

3. Stakeholders’ Perspectives  

3.1 Potential Implications of Liberalizing 

GP  

The main implication of liberalizing GP in 

Kenya is increased competition. The 

interviewed key informants noted that 

opening GP to international firms will expose 

local companies to intense competition. The 

effect of the competition on the economy will 

be varied, depending on the sectors that are 

most affected. On the one hand, high 

competition is expected to motivate local 

firms to improve their efficiency and quality 

of their products/ services to enhance their 

chances of winning government contracts. 

This may result into the much needed 

creativity and innovation for industrialization 

and developing the country’s export capacity. 

Additionally, allowing international firms to 

participate in GP will allow the government 

to access high quality services and effective 

delivery of development infrastructure such 

as roads and schools. 

   

On the other hand, Kenyan companies may 

be locked out of lucrative GP contracts due to 

their limited ability to compete with foreign 

firms. This means that GP will be an avenue 

for exporting Kenya’s income, which may 

negatively affect economic growth if the 

procured services or goods do not directly 

enhance productivity or quality of the lives of 

citizens.   

 

3.2 Likely Benefits of Liberalizing GP 

The potential benefits of liberalizing GP in 

Kenya as identified by the key informants 

include the following. First, liberalization is 

expected to facilitate technology transfer. For 

instance, foreign companies that are hired to 
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provide construction or mining services are 

likely to facilitate technology transfer 

through training of local staff, as well as, 

investing in research and development in 

Kenya. The sectors that are likely to benefit 

from technology transfer include physical 

infrastructure development (roads, ports, and 

railways), energy (electricity, oil and gas) 

and health sector. Technology transfer is 

expected to enhance development of these 

sectors, which in turn will promote economic 

growth.  

 

Second, liberalization will enable the 

government to obtain value for money in 

procurement of various goods and services. 

Liberalization will facilitate access to 

international markets, thereby allowing the 

government to enter into supply contracts 

that ensure optimum combination of whole 

life cost and benefits of the procured products 

or services. Third, opening GP to 

international competition is likely to promote 

socio-economic development by facilitating 

provision of social services. Currently, the 

government is not able to provide adequate 

infrastructure, facilities, and services in 

various sectors such as education, health, and 

energy among others due to limited financial 

capital and technology. Liberalization of GP 

will allow the government to form public 

private partnerships and concessions with 

foreign firms with the technology and 

financial resources to provide various goods 

and services.  

 

Fourth, as a result of obtaining value for 

money in procurement, the government will 

be able to save public funds for other 

development projects. This will reduce the 

tax burden and promote optimization of 

resource allocation. Finally, corruption is 

likely to reduce as transparency and fairness 

is improved in GP. Multilateral commitments 

will compel the country to address 

malpractices that may prevent local and 

international firms from participating in GP.  

 

The benefits highlighted in the foregoing 

paragraph are expected to accrue to nearly all 

sectors of the economy. However, 

infrastructure, health, and energy were 

identified as sectors that would highly benefit 

from technological transfer. This perspective 

is informed by the fact that these sectors are 

technology intensive, yet Kenya still faces 

challenges in accessing appropriate 

technologies.  

 

3.3 Possible Negative Effects of 

Liberalizing GP 
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The interviewed stakeholders cautioned that 

liberalizing GP might pose serious 

development challenges to Kenya. To begin 

with, full liberalization is expected to have 

negative effects on the structure and 

performance of the economy given that GP 

accounts for over 10 per cent of the country’s 

gross domestic product (GDP). Procurement 

from foreign firms is likely to increase 

importation of both goods and services, 

thereby worsening Kenya’s current account 

deficit. This may negatively affect investor 

confidence and economic growth.  

 

Full liberalization of GP is also likely to 

undermine efforts to promote 

industrialization. Local firms in most 

industries lack appropriate technology, 

talent, and financial resources to compete 

effectively with their foreign counterparts in 

key sectors such as information and 

communication technology (ICT). Local 

industries may collapse or their growth may 

stagnate if they are not able to compete with 

foreign firms in government procurement. 

The collapse of local industries can increase 

unemployment rate in sectors where foreign 

firms are able to supply the government 

through exports rather than establishing 

commercial presence in Kenya. Moreover, 

the country’s dependence on foreign 

suppliers will persist as local industries 

collapse. This will expose the country to 

external shocks that will have negative 

effects on economic growth.  

 

The sectors that are likely to be most affected 

include manufacturing, ICT, construction, 

and energy. These industries are still at a 

nascent stage of development and experience 

slow growth partly due to low domestic 

demand. Purchases made by the government 

serve as an important source of growth in 

these industries by providing demand.   

 

3.4 Main Issues that WTO Negotiators 

should Focus On 

First, technology transfer is an issue that 

should be prioritized in consultations and 

negotiations. Multilateral agreements should 

include provisions for supporting local firms 

to access the technology that they need to 

compete effectively with foreign firms in GP. 

Second, negotiators should focus on the 

effects of liberalizing GP on job creation 

opportunities. The negotiators should 

negotiate for provisions that prevent 

liberalization of GP from increasing 

unemployment in the local economy. In this 

regard, the stakeholders suggested that 

procurement of certain goods and services 

should be reserved for local firms. This 
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should be based on the type and size of the 

procurement, as well as, the expected impact 

on the economy. Third, including GP in trade 

agreements should be reviewed by taking 

into account the fact that local firms have 

limited capacity to compete due to the 

financial and technological constraints that 

they face.   

 

3.5 Issues that can be Addressed through 

Multilateral Rules at the WTO 

First, the areas/ level of liberalization can be 

addressed through multilateral rules at the 

WTO. Multilateral rules should allow for 

liberalization based on each country’s level 

of development to avoid significant negative 

effects on developing countries such as 

Kenya. Second, there should be provisions 

for technological support and capacity 

building for local industries. This will ensure 

a level playing field by improving the 

capacity of local firms to compete with their 

foreign counterparts in GP. Third, 

transparency, fairness, and dispute resolution 

should be addressed through binding rules to 

ensure that all parties are able to enjoy the 

benefits of liberalizing government 

procurement.   

 

 

 

References  

GoK . (2015). Public Procurement and 

Asset Disposal Act. Nairobi, Kenya: 

Government of Kenya . 

PPOA. (2014). Public Procurement 

Oversight Authority Strategic Plan . 

Nairobi, Kenya : PPOA. 

UNCTAD. (2003). Government 

Procurement . Geneva : United 

Nations . 

 



7 
 

 

 

 

 

 

 

CUTS International, Geneva 
CUTS International, Geneva is a non-profit NGO that 

catalyses the pro-trade, pro-equity voices of the Global 
South in international trade and development debates 

in Geneva.  We and our sister CUTS organizations in 
India, Kenya, Zambia, Vietnam, and Ghana have made 

our footprints in the realm of economic governance 
across the developing world. 

 © 2017. CUTS International, Geneva. 
This country update note is authored by CUTS Africa 
Resource Centre, Nairobi. CUTS’ country updates aim to 
inform negotiators and policy makers about stakeholders’ 
perspectives on the ground related to a particular issue. 
Readers are encouraged to quote or reproduce material 
from this paper for their own use, provided due 
acknowledgement of the source is made. 

37-39, Rue de Vermont, 1202 Geneva, Switzerland 
geneva@cuts.org ● www.cuts-geneva.org   

Ph: +41 (0) 22 734 60 80 | Fax:+41 (0) 22 734 39 14 |  Skype: cuts.grc 

 

 

 

 

PROMOTING AGRICULTURE, CLIMATE AND TRADE LINKAGES IN THE EAST AFRICAN 
COMMUNITY – PHASE 2 
The PACT EAC2 project builds capacities of East African stakeholders for climate-
aware, trade-driven and food security-enhancing agro-processing in their region. 
Web: www.cuts-geneva.org/pacteac2 

 

 

The PACT EAC2 project is undertaken with funding support from the 
Swedish International Development Cooperation Agency (Sida). 


