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BRIEF



Background

However, despite the overall strong performance 
in the past decade and a half, the Kenyan 
economy has not reached its full potential and the 
provision of infrastructure and services has not 
kept up with the pace of economic growth. Despite 
these impressive figures, the economy is as yet to 
undergo a structural transformation. 

Though economic growth has been accompanied 
by rapid urbanization, Kenya remains under-
urbanized. This means Kenya can still leverage 
the benefits of urbanization for improving 
economic opportunities and living conditions. 
Kenya is at an early stage of urbanization, which 
offers the potential to drive economic growth. This 
will depend on the efficiency of public investments 
in cities and urban areas to create the economies 
of agglomeration and amplify the productivity of 
workers. As a result, investment in cities and 
urban areas may be the most effective way to 
raise welfare and reduce total poverty in the 
medium to long run.

Kenyan urban areas are not currently able to meet 
the rapidly growing demands for infrastructure and 
services due to limited management and 
investment. Rapid urbanization has left Kenyan 
cities with huge unmet demand for critical 
infrastructure and basic services, which has 
subsequently constrained the productivity of
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Kenya has experienced strong economic growth in recent years where growth 

of gross domestic product (GDP) averaged 5.3 percent during 2004–14 and has 

exceeded 5.6 percent since then, driven primarily by public investment in 

infrastructure, higher private-sector investment, and strong consumer 

demand. 

businesses and negatively impacted the quality of 
life of residents.

The Government of Kenya has recognized the 
need to manage urbanization as part of its overall 
development strategy. Kenya Vision 2030 
highlights rapid urbanization as one of four key 
challenges facing the country. Within the over-
arching framework of Vision 2030, the urbanization 
component of the Second Medium Term Plan 
(MTP2) 2013–17 aims to facilitate a sustainable 
urbanization process through an integrated urban 
and regional planning management framework of 
Kenyan urban areas and towns.

Aligned to that goal, the MTP identifies a series of 
investment programs to enhance infrastructure, 
connectivity, accessibility, safety and security. 
Developing the basic institutions required for 
effective urban management is critical to deliver 
these investments and for urbanization to 
contribute to sustainable growth in Kenya.

Based on the realization of the above, the 
Government with the assistance of the World Bank 
developed the Kenya Urban Support Program 
(KUSP) to support the establishment and 
strengthening of urban institutions and systems to 
deliver improved infrastructure and services.



Program Description
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Under this programme, KUSP will offer grants to national government entities, 
county administrations, and potentially, urban administrations that opt in to 
the programme and meet agreed minimum conditions and performance 
measures.  Specifically, the programme will:

The support will be in the form of the two grants i.e. 
the Urban Institutional Grants (UIGs) and the Urban 
Development Grants (UDGs) as expounded on 
below:

Urban Institutional Grants (UIGs)
This preliminary assessment concerns Window 
2’s two MCs towards UIGs, only.

UIGs are intended to achieve two objectives:

1. Provide eligible and qualifying counties (and 
their urban institutions) with some of the 
financial resources needed to meet UDG 
Minimum Conditions and Performance 
Standards and thus access funding via the 
UDGs for urban infrastructure and service 
delivery. This is the primary objective of UIGs;

2. Enable eligible and qualifying county 
governments to integrate urban development 
challenges and opportunities into county-wide 
development plans and strategies. This is the 
secondary objective of UIGs.

Forty-five counties are eligible to receive UIGs, 
subject to meeting MCs. Counties that comply with 
UIG Minimum Conditions will qualify for a UIG 
allocation of $200,000 each in FY 2018-19.

a) Support national government entities to 
implement the National Urban Development 
Policy (NUDP), provide capacity building 
support to national-level entities and to county 
administrations, and to manage annual 
county-level performance assessments; 
Window 1.

b) Support county government 
administrations to develop and implement 
county-level urban development policies and 
integrated strategic plans, establish urban 
management systems, develop legislation and 
regulations to better manage urban areas, 
help to build the capacity of urban 
administrations, and implement and enforce 
county policies and legislation; Window 2. The 
proposed Urban Institutional Grant (UIG) for 
counties will be through this window.

c) Support urban administrations—through 
their counties—for the development of urban 
plans, systems, and the delivery of urban 
infrastructure and services; Window 3. The 
proposed Urban Development Grant (UDG) for 
establishment of physical investments and 
provision of basic services at the urban board 
level will be through this window.
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Urban Development Grants (UDGs)

KUSP will provide eligible county governments 
with Urban Development Grants (UDGs) in order 
to finance investments in urban infrastructure, 
which have been identified as priorities by each 
county with participation of citizens through their 
municipal board. The UDGs are structured to 
provide incentives for counties and urban boards 
to strengthen their institutional, governance, and 
service delivery performance. 

All urban areas that potentially qualify as 
municipalities or cities under the UAC Act will be 
eligible for UDGs, with the exception of urban 
areas in the city counties of Nairobi and Mombasa. 
This includes all urban areas with a population 
exceeding 70,000, and all designated county 
headquarters. This universe includes 66 urban 
areas which are home to a total population of 6.5 
million residents. 

The indicative UDG allocation for each urban area 
is determined entirely on the basis of urban 
population; in other words, each urban area is 
allocated Kshs 2,000 per urban resident per year.

This is the simplest, most objective, and most 
transparent formula possible, and ensures that 
resources are distributed in accordance with the 
best available measure of urban development 
needs. The lack of more detailed data precludes 
the use of a more complex formula at the current 
time.  There is a minimum indicative UDG 
allocation per urban area) of Kshs 50 million, 
intended to ensure that investment projects funded 
by the UDG are of a minimum scale.  

UDGs are allocated to specific and eligible urban 
areas within counties, provided that certain MCs 
are met. Where all UDG MCs are met, the urban 
area in question will achieve a score of 50 (out of 
100) and thus qualify for 50% of its indicative 
(maximum) UDG allocation.

Once Minimum Conditions have been met, the 
urban area in question can then qualify for 
additional percentages of its indicative (maximum) 
UDG allocation as a function of the degree to 
which it is able to meet Performance Standards. 



The Consultancy

The primary objective of the consultancy is to 

assess the performance of eligible counties with 

respect to:

a) the Minimum Conditions applicable to UIGs. 

Counties that demonstrate compliance with 

these Minimum Conditions will qualify for their 

UIG allocations in FY 2018-19; and

b) the Minimum Conditions applicable to UDGs. 

Counties and their urban areas that 

demonstrate compliance with these Minimum 

Conditions will qualify for 50% of their UDG
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In order to provide this support, the KUSP program founded a consultancy to 
assess eligible county compliance with UIG Minimum Conditions, UDG 
Minimum Conditions and UDG Performance Standards in order to calculate 
UIG/UDG allocations. This Consultancy was awarded to ACAL Consulting.

OBJECTIVES OF THE CONSULTANCY

A secondary objective of the consultancy is to 

establish, (in year 1) and then allow for the client’s 

updating (in each subsequent year), a 

performance baseline for all 45 counties 

concerning UIG and UDG MCs as well as the 

UDG performance standards (PSs).

The city counties of Nairobi and Mombasa are 

excluded in this assessment. ACAL Consultants 

will assess county compliance with UIG Minimum 

Conditions, UDG Minimum Conditions and UDG 

Performance Standards in order to calculate 

UIG/UDG allocations for Year 2 of KUSP (FY 

2018-19). 

The consultant, ACAL,  will work closely with the KUSP Secretariat (Comprising of MTIHUD UDD, CoG and 

World Bank) and the County Governments.



Specific Tasks

1. Conduct fieldwork in all 45 counties in order to collect data on the performance of each county government 
(and any urban institutions established by those counties), to be measured in terms of: (a) compliance with 
UIG and UDG Minimum Conditions, and (b) meeting UDG Performance Standards.

2. Analyze all field data in order to assess the performance of each county (in terms of MC compliance and 
meeting PSs).

3. Establish, for each county/urban area, initial UIG and UDG allocations (for FY 2018-19) on the basis of: 

i. UIG MCs that have and have not been met

ii. UDG MCs that have and have not been met

iii. UDG PSs that have and have not been met

4. Following the above, provide a detailed, county-by-county, list of:

For UIGs:

i. MCs that have been met at the time of fieldwork;

ii. MCs that had not been met at the time of fieldwork and identify what needs to be done in order to 
meet them by 30 June 2018;

For UDGs:

i. MCs that have been met at the time of fieldwork;

ii. MCs that had not been met at the time of fieldwork and identify what needs to be done in order to 
meet them by 30 June 2018;

5. Subsequent to the above, receive and assess any documentary evidence submitted by counties (and their 
urban areas) intended to provide proof of compliance with UIG and UDG MCs that had not been met at 
the time of fieldwork (between 28th May and 15th June). Where needed, contact counties to request 
clarification or further documentation.

6. On the basis of fieldwork data and adequate documentary evidence submitted by counties (and their urban 
areas) prior to 30 June 2018, establish a final listing of all counties that have or have not complied with 
UIG and UDG Minimum Conditions and (consistent with MC compliance) a calculation of UIG/UDG 
allocations for all counties for FY 2018-19.
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Specific tasks of the consultancy are as follows:
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