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Introduction

Studies show that countries that focus
on introducing policies that reduce the
regulatory burden on business, and
on small businesses in particular, have
better prospects of economic growth
and thus poverty reduction. Business
regulations generally have a bigger
impact on small businesses in terms
of compliance and financial cost and

discourage the formation and growth of
business.

The Business Advocacy Fund was
launched in November 2006 under

a four year agreement between the
Governments of Kenya and Denmark.
The purpose of the Fund is to make a
contribution to the improvement of

the Kenyan business and investment

o

climate, often called the enabling
environment. This is achieved by
equipping business membership
organizations (BMOs) such as business
and trade associations with the skills to
engage in public private dialogue and to
advocate policies intended to improve
the business climate. More recently,
BAF has also provided support aimed
at creating sustainability of the BMOs
themselves so that they can continue to

engage in advocacy after BAF support
ceases.

The BAF is an initiative to improve the
dialogue and engagement between
the main stakeholders in the economy
- government and the private sector.

A key role of government is to provide

a regulatory framework for business
that creates investor confidence
whilst balancing the needs of other
stakeholders such as consumers and
employees. It needs to raise taxes in
order to deliver essential public services.
The objective of private business is
simply to create wealth but, in doing
so, it also creates employment and
generates the tax revenues that pay for
services supplied by the government.
Ensuring a stable environment that is
conducive to business will maximise
investment, economic growth and

poverty alleviation.

This report highlights the main
achievements and lessons learned
over the last four years of the Fund’s
operations and gives pointers to the
future of public-private sector dialogue

and private sector advocacy.
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The logic is proven: advocacy does work

The Fund provided 58 grants (2010 -
16) to support advocacy by 37 BMOs
(2010 - 10) in the period 2006-2010.
The total grants disbursed amounted

to KShs. 98 million.This resulted in

56 “policy wins” (2010 - 20), i.e.the
changes in rules, regulations and
legislation agreed with the Government
of Kenya as a result of their successful
advocacy.In an environment where,
previously, the responsibility for the
regulatory environment was considered
the exclusive prerogative of the
government, this is a highly encouraging
result. It shows a considerable change

in behaviour by both the public sector
and the private sector. Government

has demonstrated a significant change

in policy by its willingness to include

the private sector in dialogue on

the business climate. Not only that,

the government has been seen to

take action as a result by approving
policy changes. This is based on the
realisation that, if economic growth and
employment creation targets are to be
achieved, then it must look to, and work
with, the private sector to be the engine

of growth.

There is evidence that dialogue and
engagement activity is increasing. In
2010, some 181 active dialogues were
recorded and there were a total of 419
dialogues between supported BMOs
and the Government in the four years
to 2010.The approach of the Fund

has been to provide capacity building
and grants to BMOs.While there is

no guarantee of a positive result, the

chances of success do increase with an

Similarly, the private sector has . .
y P evidenced based, professional approach

understood that it is necessary to put .

to advocacy.The evidence from the
forward well researched policy proposals . .

policy changes agreed with government
and advocate clear policy positions if it . L .

shows that the intervention is working.
is going to be taken seriously. It has also o
The BAF initiative has created a sea
realised that, to be effective, something .

change in the way the government
more than “making representations” to . .

deals with the private sector.
the government during the preparation

of the annual Budget is required.
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The need for professional advocacy
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When a government excludes the
private sector from economic policy
formulation a number of results are
probable. Firstly, the private sector’s
ability to argue the collective interest of
business is likely to weaken. In addition, if
the organisations representing business
do not offer services for which their
members and others are willing to pay,
then their financial bases are likely to be

considerably weakened. This appears to

be the case in Kenya.

From the beginning the Business
Advocacy Fund has provided training
courses to BMO boards, committees
and staff to build understanding of the
function of BMOs and the expertise
and capability adequately to act in the
interests of their members. BAF has seen
580 participants (2010 — 227) participate
in various capacity building courses
over the last four years.The feedback we
receive is that “eyes have been opened”
to the possibilities and opportunities
available to BMOs.These courses have
created understanding about the current
government’s economic policy stance,
the decision making process and how
to intervene at each stage of policy
formulation.The skills required are
then dealt with - research, preparation
of policy position papers, dialogue,
influencing, and the follow-up necessary -
to ensure that policy changes agreed are
actually implemented.The aim is to create
a body of advocacy professionals with
the capability to undertake and manage

professional and effective advocacy

strategies.



Evaluating results
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Advocacy must be sustainable

There are just under 300 BMOs in Kenya.
The Business Advocacy Fund has met 80
per cent of them and learnt about their
viability. Our analysis shows that 10-15
of these BMOs only are sustainable

financially.

As we continued to engage BMOs and
supported their advocacy strategies
(with a demonstrable success ratio),
and showed that advocacy capability
is improving, we realised that unless
the Fund supports the institutional
rebuilding of BMOs they will continue
to rely on external support (such as the
Fund, or other similar interventions)
for additional financing that should
be more properly be financed by the

members.

The remit of the Fund was therefore
expanded in 2010 to include piloting

a support mechanism to develop
sustainability. We selected a cohort of 20
BMOs and invited them to participate
in a rigorous self examination of their
organisations. This involved a review of
the current state of the organisation,
and a strategic and business planning
process to develop proposals for partial
support to rebuild their revenue bases.
This resulted in the Fund approving
and disbursing three Revenue Support
Grants (RSGs) where the BMO planned
either to increase membership or

to introduce new services for which
members were willing to pay on top of

their annual subscriptions.

Unlike other approaches to institutional
support, the Fund will not approve
support unless the business plan has a
reasonable chance of being successful,

and the BMO can show it can generate

additional revenues on top of the Fund’s
RSG support.This approach is deliberate.
The evidence from the past is that other
donor initiatives have been happy to
make “contributions to overhead” as
long as the donor initiative is in place

so that the latter’s objectives (as distinct
from the BMOs’) can be met.The results
have tended to be that the financial
situations of the recipients of such
support have not been improved by the

end of the donor programme.

The approach of the Business Advocacy
Fund is different. It is demand-led.

The Fund will support those who are
genuinely interested in improving their
own situation. And, they must show a
level of commitment that is convincing
to the Fund.

Our approach has been to develop
capability financially as would be
expected from any business.The
difference is that BMOs are normally “not

for profit” This does not mean however,

that they should not generate a surplus
to develop and expand their range of
services. For this to be done successfully,
the business skills of the staff,and

the committees/boards need to be
enhanced.The Fund has responded

by developing and delivering a set of
specially designed training courses that
will complement financial support in
the form of the RSGs, and will embed
skills in BMOs that will enhance their
sustainability to deliver a wider range of

services professionally to members.

The pilot has proved to be a different
but effective approach. It is intended
that it will be expanded in 2011.

The objective is that BMOs become
financially sustainable themselves so
that advocacy continues long after the
Business Advocacy Fund ceases to exist.
Professional advocacy is a continuing
process, not an event and the Fund will
support effective advocacy and practical

organisation rebuilding.

The Board of the Fund

The members of the Board of the Fund are drawn from the public and

private sectors. The Governments of Kenya and Denmark are represented by

Mr.Hezekiah Okeyo and Mr.Kim Kristmoen respectively. The private sector

is represented by Mr.William Lay (Chairman), Ms. Betty Maina, Mr.Johnstone

Nyagah and Mr. Steve Smith.

The Fund is managed by a partnership of Coffey International Development

Ltd and Irwin Grayson Associates.The day to day management team is

provided by Clive Davis, Fund Manager, Mary Nyoike, Capacity Building

Manager and Ruth Gathee, Fund Administrator, supported by Eunice Kiondo.



Financial report

Advocacy

In 2010 the Fund approved KShs.27 million

in support of advocacy projects, bringing the
total approvals over four years to KShs. 121
million. Of this KShs. 36 million was disbursed
to 10 BMOs in 2010 (KShs. 98 million to 37
BMOs over the four years). The chart shows
the annual and cumulative performance of

the advocacy fund.

Sustainability Support

The year 2010 marked a widening of BAF's
support activities to include the Sustainability
Support initiative. This comprises support

for BMOs to complete organisation reviews,
prepare strategic and business plans as

part of the process of applying to BAF for a
Revenue Support Grant (RSG). When an RSG
is approved, further mentoring, coaching

and implementation support is provided by

consultants contracted by the Fund.

During 2010, 20 BMOs carried out
organisation reviews. Of these 15 prepared
strategic plans, from which 8 business plans
were prepared. Of these, three Revenue
Support Grants were approved totalling
KShs. 2.4 million.The total funds approved
amounted to KShs.11.4 million, all of which
was disbursed in 2010.

The Sustainability Support programme
also entails training support. During the
year six training courses were developed.
These included financial governance,
strategy, project management, business
planning, marketing, and customer service.
A total of 96 participants attended these
courses during the year making a total of
227 attending both the advocacy and the

sustainability training courses in 2010.

The Fund at a Glance

The Fund engaged with a total of 281 BMOs during Phase | of BAF from 2006
to 2010, considered 64 project applications, and approved 58 proposals from
37 BMOs worth KSh 121 million.

Concept notes
received

Project
applications
by volume

Project
applications
by value

Approvals by
number of
projects

Approvals
by value

Disbursements
by value

BMOs
supported

Projects
completed

Participants in
training
programmes
Active

dialogues and
consultations

by supported
BMOs

Research
carried out

Policy proposals
published by
supported BMOs

Alliances &
partnerships
developed

Number of
articles in
the press

Number of
radio broadcasts

Number of
TV broadcasts

BMOs with
whom BAF
has met

Concept
notes
received

Policy
changes

2007 2008 2009 2010 Total
(includes
5 months
of 2006)

30 29 48 34 141

14 14 19 17 64

KSh37m | KSh38m | KSh39m | KSh29m | KSh 143m

11 15 16 16 E1:

KSh 29 m KSh38m | KSh27m | KSh27m | KSh121m

KSh17m KSh18 m | KSh27m | KSh36 m KSh 98m
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64 192 97 227 580

33 92 113 181 419

0 18 10 24 52
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9 75 88 115 287
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51 71 49 151 322

46 57 50 109 262

97 68 69 47 281
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