6.2.2 Characteristics of Manufacturers
(1) | Analysis of the questionnaires collected

The analysis of the quesnonnalres collected are tabulated by quesnon in the
following. Related data are shown in Appcndlx IX. -

1)  Number of employees |

Number of employees of manufactirers surveyed are shown by size in the

following.
: S " Number of Companies
MNumber of 0 2 4 6 g8 10 12 14 16 I8 20
Employees " — - . : AL ;

1~19

20-49 B

100~199 - : //:///////% '

200~499 :

500~

g3 Fertilizers Chemic_éis“ Textile

Wood Ol Foods

Leather . E:Ncn-metal E Metal . [ Others

Fig.6.2.2 Number of Employees -

General Characteristics

- Small-scale manufacturers (*) with less than 50 e_rn'p”lt)yces aCéOuntecl for
approximately 50% of a total of manufactufefs surveyed. B

- Large- scale manufacturers wnh above 500 emp]oyees accoumed for
approxmlately 10% of the total manufacturers surveyed '
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- Medium- scale manufacturers with 200~499 employees are relatively
few, accounting for less than 10% of the total manufacturers surveyed.

(*) Small-scale manufacturers including Jua-Kali are defined as
manufacturers with a number of employees of less than 50 and annual
turnover of less than K.sh 5 million in Kenya,

Characteristics by subsector

- Food processing: . Most of rhanufacturers are small- and medium-scale
with less than 200 employees

- Textile & garments: A half of the manufacturers are large-scale
manufacturers with more than 500 employees

- ‘Metal processing: Manufacturers are divided into two main groups. One
group of less than 100 employees and the other of more than 500
“employees. ' '

2)  Yearof Establishment

The year of establishment of 74 manufacturers surveyed are as follows.

_ Number of Companies
0 5 10 . 15 20 25

T 1

"~ Year

1950's |

1960's £

1970's

1980~90's

Wood 1 Foods "\\* Fertilizers Chemicals Textile

B Metal i Others

Leather B Non-metal

Fig. .6.2.3' Years of Establishment
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General Characteristics

- All the manufacturers Surveyed were'establislied from the 1950s ohwai‘d,

Characteristics by subsector

- Food processing: Most of manufacturers were established between
1950s and 1970s. : ' '

- Chemicals: Manufacturers were mainly established m 1980s.
- Textile & garments: Manufacturers were Ihainiy established since 1960s
3)  Sales amount per year -

Sales amount per year of the manufacturers surveyed is shown below,

- Number of Cmnﬁahies

0 2 4 6 &8 10 1214 16 18 2
(Mil. Ksh) | o ' . I _
os B
5~10
10~50

50-200 B

200~ ERy
e

wood T Roods 1 Fertilizers Chemicals Textile

| N reather BB Non-m_eta'l.' B Ve @ Others

Fig. 624 Manufacturers by Sales Am.oﬁ'r:}t
General Characteristics

- 20 manufacturers are small-scale manufacturers with less than K.Sh 5
million, ' R
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. Characteristics by subsector -

- Food processing: Manufacturers surveyed are ones with less than K.Sh
200 million,

- -Textile & garmeits: Manufacturers surveyed are ones with more than
K.Sh 10 million.

- Metal processing: Most of manufacturers surveyed are small-scale
manufacturers with less than K.Sh 5 million.

4}  Operation ratio
Operation ratio of sixty five manufacturers surveyed are shown below.

Number of Companies

o 5 10 15 20 25 30
o | | |
20~40
40~60
60~80 Pon

- B Wood £ Foods - B Fertilizers Chemicals Textile

B Metat [ Ottiers

| & Leather B Non-metai

Fig. 6.2.5 Operation Ratio

" General Characteristics
- Operation ratid of 27 manufacturers surveyed is in the range of 40~60%.

- ‘The operation ratio of six manufacturers surveyed is more than 80%.
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-~ Major reasons for low operation ratio pointed out by manufacturers are,
insufficient mamtenancc, lack of operation manuals and difficuity in

obtaining spare parts.

- Characteri ISthS bv subsector

- Food processing: Operation ratio varies from low to high.
- Textile & garments: Operation ratio is more than 40%.

- Metal processing: Operation ratio of most manufacturers is between 20
and 60%. ' '

5) Managerial problems

Manufacturers surveyed pointed out managerial p'rObiéms such as a) low
quality, b) unreasonable price, ¢) insufficient avaxlabxhty of raw ‘materials,
d) shortage of forei gn exchange, e) insufficient dlstrlbutlon system,
f) inadequate transporiatlon 8) shonage of. manpower, eic.

Some manufacturexs gave more than one answer to this quesuon

' Nu'mber of Companies
0 5 1015 20 25 30 35 40 45 50
Problems Area - S C _ : L P

Quality B4

Price

Raw Materi al

Foreign Exchange

Distribution

Transportation
Manpower

Qthers

wood  [voods B perslizers B Chemicals Bl Texite
_ 1eather E Non—:ﬁétal ! Metal m Others

Fig. 6.2.6 Managerial Problems -
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General Characteristics

-- Major problems on management are non competitive market price,
insufficient availability of raw materials and a shortage of foreign
exchange,

Characteristics by subsector

- Food processing: 13 manufacturers mainty pointed out an insufficient
availability of raw materials, and ten pointed out unreasonable price.

- Chemicals: Manufacturers mainly pointed out problems on price, raw
materials and foreign exchange.

- Textile & garments: In addition to the same problems stated in
“Chemicals” manufacturers pointed out manpower problem.

- Metal ‘processing:. Manufacturers mainly pointed out difficulty of
obtaining import licenses in addition to problems with both price and raw
materials.

o 6) Product items

Number of product items of manufacturers surveyed are as follows.

- . ) Number of Companies
Number 0 - : 5 10 15 20 25
of [tems -

ErSaETT
1 BERGxY
£ RSN
Ehrantit,
ALY

2

3 i

4

5
B8 wood J Foods Ed renilizers Chemicals Textile
_ Lcather B Non-meial B Moral I oshers

Fig. 6.2.7 Product Items
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General Characteristics

- Most of manufacturers are producing one to three kinds of products.'

Characterisiics by subsector

- Food processing: Manufacturers are producing. one to five products.

There are no specific characteristics.

- ‘Textile & garments: Most of manufacturers are producing less than three

products.

- Metal processing: Most of the manufacturers are also producing Jess than

three products.
7 ‘Products inspection

Inspection condition of manufacturers surveyed is as.follows.

: . Number of L‘omj}émes'
10 20 30 40 50 60 70

Stage of Inspection

Material £33

it Fertilizers Chemicals Textile -

Work in-process &g

Final Product

B Wood . T Foods

Leather P9 Non‘metal B Metat [ Others

" Fig. 6.2.8 Inspection Method -

General Characteristics

- Manufacturers' inspections are made at all stages from raw materials,.

work in-process to final prl'oducts‘.
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- Most manufacturers replied that they do visnal inspection (without using
measurement instruments) at each stage. '

8)  Production problems

Production problems indicated by the manufacturers surveyed are as
follows.

_ Number of Companies
5 10 5 20 25

Problems 0

: Manbo‘vver Training

Technical Information .

s
S

Spare Paris

T

Uniiitity

Others

54 Fertilizers Chemicals Textile

Bwod [ roods

B8 Metal [ Others

E Non-metal

Leather

- Fig. 62.9  Production Problems

General Characleristics

- Manufacturers surveyed pointed out production problems such as a)
insufficient manpower training, b) lack of technical information, ¢) poor
maintenance of equipment, d) shortages of utilities, etc. in normal

production activity.
'Characieristics by subsector

~ - Metal processing: Six manufacturers pointed out problems with

manpower training.

- Textile & Garment: Manufacturers indicaled necessity of manpower

training and shortage of spare parts as major problems.
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9)  Subcontracting system

The situation of the subcontracting system between manufacturers is as

follows:
_ Number of Companies
. 0 5 o 25
Reasons ’ .
T L}

Lack of Processing Machines

Low Cost of Products

No Technical Know-how 7

Others {53

B wod [ Foods

Leather B non-metal BB Metal I Others

B rertlizers B2 Chemicals. B Texiile

Fig. 6.2.10 _ Subcontracting System

General Characteristics

- Manufacturers surveyed indicated lack of processing machines in their

factories as a main reason for the subcontracting system.

Characteristics by subsector

- Food Processing: 11 manufacturers pointed out lack of processing

‘_ equipment as the teason why they utilize the subcontracting system,

- Chemicals: The reasons why manufacturers utilize the subcontracting

system range from lack of processing machines, reduction of production

- - costs to lack of technical know-how.

- Textile & Garment: The only reason -fo_f- s,ubcontrat;'ging_ is that
manufacturers can not afford to purchase more processing machines. - .
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10) Technical guidance

For upgrading technology, manufacturers surveyed replied that they receive
‘technical guidance from outside sources, such as government organisations,
foreign firms and consultants.

Number of Companies

From 2 4 6.8 10 1214 16 18 20

T T 1

Govertment Organisation

Foreign Firm

Consuliants

No Guidance %

[T Foods B Fertilizers Chermicals’ Textile
Leather B Noh-meta! B Metal I oters

Fig. 6.2.11 Undergoing Technical Guidance

General Characteristics
- 'Most of manufacturers receive technical guidance from outside.

- Charactenstics by subsector

- Food processing: Most manufacturers receive technical guidance from

government organisations and foreign firms.

- Chemicals: Manufacturers mostly receive technical guidance from

foreign firms and consultants.

- Metal: Most manufactusers do not receive any technical guidance from

- outside.
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11) Competitors for export produicts

Maﬁufacturers interviewed consider products: from-foreign countries

competing agai'nst their producis for export as follows.

. o Number of Coﬁpmies
0 5 BT S € 20 2
Region R e .
_ PTA Vi
Mid East
Asia N ;
Tjﬁmn II ﬂ

Others ‘7

No Competitor

Wood - Foods B Fertilizers Chemicals Textile

B Motal [ Others

Leathef " B® Non-metal

Fig. 6.2.12 - Competitors for Export Products

General Characteristics

- Kenyan products competiting with foreign products were conceived by
manufacturers to include foods, chemicals, textile & garment, and metal
products, from PTA, EC and Asian countries, especially, products from
PTA and Asian countries. '
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- 12) - Effective measures for export promotion

Ideas for export promotion are as follows,

Number of Companies

L0 2 4 6 8 10 12 14 16 18 2
Meastres - - R : '

L L] Y — ] ¥ T ¥ T 1

Advc.rti_s:e_:ry.le.m : : W “
Exhibiton ﬁ | W

~ Trade Mission | - _
Trade Dele’gatién W

Fact Finding Mission

GoodWi]i Missioh

Il

Wood O Foods @ Fettilizers £ Chemicals Textile
Leather B Non-metal BB Metat . [0 Others

Fig. 6.2.13  Effective Measures for Export Promotion

General Characteristics

- For effective measures for export promotlon mdnufacturers surveyed

" recognize that taking actions such as a) advertising, b) exhibitions, 9]
dispatching trade missions, d) incoming trade delegations, e} dispaiching
fact ﬁ:lding missions, and f) incoming goodwill missions are important.

- Characteristics by subsector

- In particuiér, food processing, textile and garment, chemicals and metal

processing are as the same as above.,
13) Requests for trade promotion centre

Answers to questions concerning what functions would be expected, if a
trade promotion centre is to be established in Nairobi, for instance, a)
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exhibitions, b) information services, ¢} manpower training, d) technical
advice and e) trade consulting services are shown below.

Nutmber of Compantes

0 5 10 15 20 25 30
Functions ' .
T T T LA T g 3 |

Exhibiton

Inforrmation Services .

- Manpower Training

Thechnical Advice’ '

Trade Consulting Services f3

B wood 0 Focx.ls. i - Fertilizers Chemicals Textile

Leather  EB Non—melal B Metal '_Othf_:rs

Fig. 6.2.14  Requests for Trade Promotion Centre |
General Characteristics

- - The most asked for service by manufacturers is mformatlon serwces,
then holdmg exhlbmons and provxdmg technical advlce

(2) Common pro_blems

According to the above, common problems faced by manufa'clurers in Kenya are
summarized below.

1)  Difficulty in acquiring raw material

Most firms importing raw materials point out the difﬁcultyin acquiring raw
materials. The following problems have arisen as a result of this =d'ifﬁc_ult),r.
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2)

(a) Firms acquiring raw materials locally

Most of the manufacturers locally acquire raw materials withou using
distribution firms. Considerable time is required in purchasing raw
materials because of the scarcity of market information. Individual

firms purchase the necessary raw materials in small amount resulting
in higher unit prices,

- (b) - Firms relying on imports for their raw materials

Kenya has to rely almost completely on imports for its raw materials

except for primary products. It is difficult for firms to receive foreign

currenicy allocations for importing raw materials. This reduces
- operations and results in increased production costs,

Difficulty in obtaining spare parts

Most production facilities used within Kenya are foreign made. Therefore,

spare parts for maintenance must be imported, but it is difficult to receive
foreign currency allocations for imports. '

Ciféumstaﬁces force most firms to produce or recycle spare parts in order to
keep the operation. However, it is difficult to produce spare parts which
have the same performance as the original makers because of insufficient
technical information. This shortens the operation hours of the facilities,

and affects the quality of the products.

Insufﬁcient market information

Altﬁough market information is provided to each firm through the KNCC&1

and .KAM, it is still insufficient. Essentially, _ﬁrms should develop new
producis,- make changes in the production pian of the products and improve

.the performance (specifications) of the products in order to provide the

market with the products demanded by it. It is, however, difficult for

.Kehya's firms to cope with this situation, because of insufficient market

information.
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4)

5)

Insufficient linkage (especially in the metalworking sector)
The rate of utilization of techuology and production facilities is not uniform,

Since most firms in the industrialized ‘countries ‘enhancé the cost

- effectiveness of production, they establish cost-effective production systems

by taking the following measures.

(a) The technolognes used by firms are hmned o major productlon
| technolog;es “Firms rely on other spemallsed firms for associated

technologies allowmg ﬁ_r'ns to control the scale of operations,

(b) ans rely on spec:ahsed firms (subcontl actmg ﬁlms) for productlon
that cannot be done efficiently in their own plants, so that they can
keep the quality of the products and rationalise their scale of

operations.

On the other hand, most firms in Kenya'h:ave not established such

production systems, because of insufficient linkage among firms.

‘The linkage among firms plays a vital role in pi roduction activities, but
such linkage is infrequently seen in Kenya at present due to
insufficient enforcement of industrial standards.

Insufficient manpower training

In order that firms continue stablé'prt)duc'tion activities, inaﬁpowei* 'trai'ning
in the factories is very important. On-the-job training (OJT) and off-the-job
training (OFF-JT) programmes are not well established in mahy factories in
Kenya. '

-(a) Few visitors to public institutions

Few people visit public trammg institutions such as KIRDI KBS, and
vocational fraining centies. '
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6) -

(b OIT

‘Many firms do not conduct training for the purpose of acquiring
knowledge about the operation standacds within the firms (describing
operation procedures/method/conditions, safety, facilities

- maintenance, etc. for producing a given quality of the products), and
basic technical knowledge related to products. It is ideal that OJT is
conducted for unexperienced, semi-experienced and skilled persons,
‘There are few enterprises systematically conducting OJT.

Insufficient uiilities

'Many firms have 'c'omplai'néd of insufficient utilities such as water,
electricity, etc. Generally, the selection of factory-site is important for
‘starting the Operatidn of the factory. The factory-site should be selected
according to the characteristics of materials and products, and production
method, |

(For example)

. Industries.

Site Tocation to be chosen

Industries with large water
~ consumption

Industries with large energy
~ consumption

Heavy industries

Light industries
(e.g., electronics parts)

area accessible to water

area adjacent to energy base

coastal area

area adjacent to an airport

* In Kenya, the recycling of wastewater should be considered in the water’
_ service industry. The use of off-peak electricity should be considered in the

energy consumption industry.
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6.2.3 Management Features by Subsector

Many types of ‘manufacturers were interviewed during the field survey. The opinions

and management features by subsector are given below.

(1)

(2)

(3)

Wood

1) - Most wood is being imported from Tanzania, because there is insufficient

wood in Kenya.

2)  Because drying of the wood is insufficient, it is difficult to enhance the
quality of the wood when using in building material and furniture, In the

future, it is necessary to prowde drying processing.

3) - Many firms combine similar business such as lumber, building_materials

and furniture.

4)  Many firms do business within a timited market and have no wide-range

distribution network.
5)  Furniture design is reliant on European technical magazines.
Food Processing

1)  Firms export fresh-water fish or Nile perch as sliced fish, etc. to EC and

Japan,
2) Firms-née_d to develop packaging technology.
3)  There is difficulty in obtaining spare parts for processing faciiities.
4)  Waste water treatment is not satigfactory. _
Chemicals
1)  There are 28 soap factories competing within the couniry.

2)  Materials for soap are being imporied mainly from Maiaysia.; :
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Q)

(5}

3)

Although firms depend mostly on import for medical supplies and
chemicals, it takes time to obtain an import licence,

- Textile and Garments

1)  Raw cotton supply is insufficient at all times.

2)  Synthetic fiber and yarn supply is also short due to insufficicnt sup:ply of
materials,

3)  The above reasons result in a low operation ratio.

4)  Itis difficult to obtain spare parts for maintenance.

5)  Inthe garment industry, there are inany MUB factories.

Leather

). -These arc some of the promising export products for Italy, Spain, and
England. |

2)  Because of their uneven quality, Italy desires semi-finished products,

3) Ethiopia is a competing counfry.

4y Al chemicals for tanning are imported, thus causing higher cost of

- production. The cost of chemicals accounts for about 40% of the total cost

of production.

5)  There is difficulty in obtaining an import licence for spére parts.

"6) | Manufacturers recognise the need to provide waste water treatment facilities,

However, it is not realised because of insufficient investment.
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(6) - Metal pro‘ce'séing

3]

3)

4)

(Note)

Many firms do not utilize product and processing drawings. '

Many firms do not-have detailed inspection standards for paris and

-products.

Heat treatment technology-is not developed.
Utilization of technical standard and measurement technology is lagging. -

Fertilizer and non-metalic mirerals are omitted because their characteristics

were not understood due to insufficient data.

6.2.4 Characteristics of Busincss Management

Management conditions of Kenya's manufacturers are 'sum_marized_ in Table 6.2.2

based on questionnaires and investigations comparing them with industrialized

countries.
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N.o .

“Table 6.2.2  Characteristics of Industries Sampled in Kenya

Trading firms, customer,
governmentat organizations

Item Firms in Industrialized Countries Firms Sampled in Kenya
‘1 | Variation of Have developed their own Beéause they do not have a
technology strong technologies (mass technological background, they
(type of production.) have not yet developed strong
~ production) . technology.
2 Téchnica_l ' Tying-_up and amatgamation Because mémy' firms depend on
information with different types of business, | magazines and other written
g university, and research documents for information, they
institutions. can not obtain exact
: ‘information, (No contacts with
different types of business and
other institutions.)
3 Development of | Market research. Self-reliant for development
- |- new producis | Joint development : '
' (Linkage between firms by
different types of horizontal or
vertical relations)
4 | Management | ‘Varions methods are thoroughly | Minimal use (disadvantages for
_technology implemented for VA and VE to quality and cost)
o reduce costs
5. | Manpower Systematic implementation of Many firms do not iihplement
Training OFF-JT, OJT, etc. such programs
6 | Industrial Utilized from the design stage to | Not utilized very much
technical the completion of the product
_standards
7 M'a_rke_'t. (domestic) (domestic)
information Distribution organizations and Customer
- related firms .
(overseas)
(overseas) Customer

The characteristics of business management in Kenya are that the distribution of the .

information in the metalworking process differs from that in the industrialised
countries. The characteristics of the metalwork industry, are summarized below:
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1)  Variations are found in production method and finished dlmeusmns, because the:

metalworking firms do not use the procesmng drawmgs

2) Discovery of defective products is delayed because the inspection standards are

not unificd within the metalworking firms.

3)  The quality of the finished products is not uniform in the heat treatment process,

because of the tack of the work standards.

The above cases are found in the production of spare parts. " Spare parts are produced
without drawings but by looking at the already produced parts. Spare parts produced
in Kenya have lower performances compared with those 1mportcd from fore1gn
countries. ThlS leads to low operation and low quality of manufactured products

The most crucial characteristic in the production process in the above table is the lack of

technical capability.

The following proce_durcs are often f_ol_lowed' in indus_tlia}_ized countries:

(The fifth

(The first (The second (The third (The fourth
L process) process) process) process) process)
Production Machining Heat treatment | Machining Po]ishing' inspecnun of ﬁmshed
process : ‘product
Processing Processing in | Create Processing in Processing in - | Inspection in the
house specialized firm | house house factory (case of
‘industriatized
countries) -
Technical Detail drawings | Detail drawings | Delail drawings | Detail drawings Dlagrams of
information inspection of finished
product
T 7
Diagrams of technical Table of inspection
specifications Lo specialized evaluations from spec&ahzed
firms firms :

Fig, 6.2.15 Relations between Production Process and Technical Information

For industrialized countries whc’ré'product.i'on in a particular industry js on a low or
medium scale, outside specialized firms provide technical information ('mc'tal"t{uaﬁty' of
supplied parts, hardness of finished products and metaltic structure, paris drawing,
etc.) and semi-manufactured products during the second process. After processing, the
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6.3.1

outside specialized firms return the semi- -manufactured products along with the
technical information (in this case, the mspechon evaluation table) to the customer.

- Prowssmg will be completed in accordance with the desired objectives (diagram

instructions).

~In Kenya, however, because little technical assistance is recejved from outside, many
firms are self-reliant in processing products. Because of a lack of enforcement of

industrial standa:ds itis difficult for the exchange of technical information with other
firms.

Underutilisation of industrial standards causes not only. technical difficulty of

' ploducnon w1thm a firm, but also hurts interactions at the firm-to-firm level. For
- _example there are many firms in the textile and ummu,al industry that make repairing
“and mendmg parts in their workshops without access to accurate technical information

(finishing dimensxons,-kmd of materials, and bardness).

| Stu_d'y of Potential Export Products and Types of Industries
Basic Idea for the Study

Both studies on possibility of production and potential market are essential to the study
of potential export products.

(1) . Production Patterns

The studies on 'possibility of production in terms of availability of raw materials
and technology can be categorized into the following four patterns:

(a) production with a combination of local resources and existing technology
(b) - pll‘od‘uc:iion‘ with local resources and technology introduced from abroad
[(9) productidh with a combination of imported materials and existing
technology
“(d) production with imported materials and technologies introduced from

foreign countries
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(2)

The four production patierns arc tabulated below:

B ' ’I‘echn'ologyt
Raw materials | Ken Foreign countries
_ enya (import)
Kenya L ' @ O
Foreign countries | ' N
(import) © - @

The pattem (a) in the above table should be focused on because of easmess 0

start local produotron Unprocessed (raw materials) and semr processed goods
which have been exported from Kenya should be studted to see whether they can
be processed more with locally existing technology Majm export items from

Kenya should be reviewed from this viewpoint.

On’ the other hand, it is essential to study the potentia} market from the viewpoint
of securing existing market shate and its expansion as well as of penetratmg new

market.
Process for Study of Potential Export Products and Types of Manufacturers

Selection of potential export products begins with a review of major existing
export products and major destinations based on the basic ideas mentioned above.

1) The first step is that major products are selected from statistical data on
trade, because major exrstmg export products are regarded as bemg
continuously exported in the short and medium térm. '

2)  Inthe second step, potential export produots which were selected as a result
of interviewing manufacturers are cross- checked wrth those in terms of
production and export possrbtllty '

3) In the third step, srmrlar products are grouped accordmg to the above

resukts and the types of manufactures to be developed as export industries
are designated. The study process is illustrated below:
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First Step ~ Second Step
Statistical data analysis I Interview with Questionnaire
manufacturers survey

l

Major export products

L.

-

“ " Potential export products

y

Gimilar products grcmpinf;

Third Step

| _
, (Designating types of export manufacturers )

Fig.:6.3.1 Process for Study of Potential Export Products and Type of Manufacturers

6.3.2 First Step: Study of Existing Export Products and Destinations
(1) Major Export Products
'Majof 'éxisﬁng export products are selected according to export performance from

1985 to 1988, and ten export items in order of amount are selected using the
United Nations Standard International Trade Classification (SITC) as follows:
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2)

Rank Export Product  %of Tdt:E:xI 'Exports'
1 Coffec L 266%

2 Tea . o 5 _20.2_';._-

3 Petroleum Prddﬁcts . | 10.8

4 Pinf;;i)ple (processed) _ 3.7 :
E Hides & Skins | 26

6 Maize (unmilled) 3 24 ]
7 Sodium Carbonat; S .20

8 Cut Flowers =~ | 1 o 1.8 -

9 | SisalFibre 13

10 Pyrethrum (extracted) : 1.3

| Tod | T21%

The top three products only, that is coffee, tea and petroleum products, accbunt
for 57.6% and top ten products account for 72.7% of total export from Kenyé\.

Each export product following the top ten make up less than 1% of total 'e'xports.
Thirty nine export'products, shown in Table 6.3.1, which account 'f_or_ about 85%
were selected as major products exposted from Kenya. Most of pbtenti'al export
products based on anajysis of interviews with Kenyans and fbreigners engaged in
export from Kenya are included in the above 39 products.” |

Major Destinations
According to statisticat data of export from 1985 to 1989, major destinations for

Kenya are EC and PTA countries which account for about 50% and 25%,
respectively.
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The ranking of major destinations in total export is as follows:

: Rank | Destination % of Total Exports
1 U.K. 17.1%
i 2 West Germa.ny T 11.7
| 3 Uganda : 7.5
4 Netherlands | 7.0
s | USA | 6.2
6 | Pakistan 4.2
7 Ttaly 23
8 | Iran 2.6 ]
9. | Rwanda 23
16, | Sudan | 2.4
_ ) ]
Total 64.0%

'T"he. rop_teh destinations account for 64% of the total_ex;ﬁort from Kenya; the top

twenty 79%; the top thirty 86%. It was confirmed that the destinations of the
major export products are included in the top 30 destinations.

Relation between Major Export Products and Major Destinations

.'Tabié 6.3.1 is prepared based on a combination of steps (1) and (2), as part of

data analysis in the first siep.

| The 39 products selected as major export products are vertically arranged in order

of SITC number and 30 countries are honzontally arranged in order of market

| accessrblhl.y or geographlcal distance.

'Numbers' ! "2" and "3" in the table are the lankmg of each of the major export

products by export perfm mance. This table indicates that primary products

(SITC classification No 0-2) are exported to mainly EC countries and Asia;
| petroleum products (SITC No. 3) medicaments, insecticides, etc. (SITC

No. 5), cement, irons & steel products, etc. (SITC No. 6} and books, packing
materials, etc. (SITC No. 8) mainly to PTA countries.
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(4) Export Characteristics
Characteristics of Kenya's export are summarized below:
1)  Characteristics of export itcms

(a) More than 85% of expors items are the pmnaly pzoduots mamly

conmslmg of agricultural products _ _ .
(b) Industrial products account for 15% of the total export a hlgh

percentage in Africa.
(c) Primary export products are mosily unprocessed and semi- processed

2) Characteristics of overseas market

(a) By area, Europe is by far the blggest customer in terms of total
exports with about 50%. Africa (mainly PTA countries) accounts for
25% with the Maddle East, Asia, }apan, the U.S.A. and Canada

making up the remalmng 25%.

(b) Primary products (agricultural and mineral prodocts) which are
 unprocessed and semi- processed are exported to the major advanced

counitries (mamly EQC).

(c) Tltems exported to Africa (rnamly PTA countnes) are lar ge quantities of
mtermedlate products and small quantmes of processed products

6.3.3 Second Step: Review of Potential Export Items in Future

The Study Team interviewed Kenyan businessmen, officials of the GoVerome'nt of
Kenya, Japanese and other foreign businessmen, foreign ._comrri’erci'al: attaches,
personnel of international institutions about potential export items, At the same time,
the Study Team confirmed the present condition of prorhising items for impori
substitution.” Export of products praduced for domestic use is possible, and therefore
these products are also considered. The Study Team reviewed potentlal export items
that can be produccd by procurmg raw materials and improving ex1stmg technologles
According to the interviews, more than 40 items are listed except for 1tems obtamed
from statistical data. The above results are shown in Table 6. 3 2.
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Table 6,3.1 - Existing Export Products and Their Destinations

Rank $11¢ CODE N, COMADITY
IOMOOMAIZE - 2| 30 Tl . . _ :
{57732 CASHEW - _ ' ' 1 - 3 =
@ 51 MACADAMIA NUTS . 1 - 2 T - 1 1 T3
@840 PINEAPPLE TINNED . 1] il 213 : -
@EE01 PINEAPPLE JUICE ; ' _ : REINE _ 11T
|@onuir ARABICA _ i IR . T hlzl T 3
@m0 TEA - : e 8 ' 1 _ 2| |
[®12220 CIGARETTES Llsfpd LT T T P T I T T T Pt b P ]
@211104 BOVINE& EQUINE HIDE 1 : N B 5 i T ey 3
@®211408 GOATS& KIDS& SKINS |- : |1 2l | '
@21118 SHEEP& LAMB SKINS T1 2 3
@201 SISAL& OTHER FIBERS Tal 2 1
@230 SHEEP' OR LAMBS ‘WOOL - e 2131 R 1 1 .
@7m41 FLOURSPAR | ' - 1 ' . 1]3 2
@2/ -SoDIUM - - 1 . 1 BT IR IR
® 2210 COPPER& WASTES ' - IERERRE - BE
|®22710 CUT FLOWERS. FRESH | Rk 1 slife} |- - B - _
@20%14 PYRETHRUM EXTRACT - ' _ REE BEXE ' B 1
®3%112 MOTOR SPIRIT 12 13 ' '
®34211 JET FUEL 1|8 12
@334212 KEROSENE 2|1 9
@®3%31 DIESEL OIL 1|3 21
@343 GAS OIL o di)ef. 3
. j@®34511 LUBRICATING OIL t]2| |3
@511 WATTLE EXTRACT - - AR ; sl T ' 112
- (@541710 MED I CAMENTS - 3 12 . 1
| @ 551400 COORIFEROUS SUBSTANCES - 2 Jal1] |. ; _ . EERE N
@I INECTICIDE NON MSUIT) COILS 12 |3 . | 1
@61140 LEATHER. DRESSED 1 R - SEI R
@642 LEATHER. UNDRESSED | N 1 S 1L 2
@ 65130 COTTON YARN 3| R NN - 2
@ 64216 OTHER . PAPER 1]2 3 -
|(@es122 CEMENT NEN - 241
@613l WIRE LODES - 3]1 2
@ 674511 (CORRWGATED SHEETS : (GALVANIZED PLATECR) | 3 12 :
1@ 601109 IRN OR STEEL (WINDOWS & DOCRS) 13 2
- |@6m531. CROWN CORKS 1] {32
@ 82110 BOOKS./PAMPHLET 2 3|1
@ 893100 OMWEYAE/PACKING ARTICLES 113 2 -_
. 5 s_%eﬁéﬁ.ﬁ“ | | E ' & | é 3
T ElE §§g§§§§§§§“52§ 5151815 isggggﬁgaiééﬁg
(Source: Annual Trade Report 1985, 2 § 2B IZ|R(2IEE E E48=] 3 = E = AR =3 EEIB|ZIZ=
| I S S B R e s el S il R 5 X BT S S < | g HEE
1986, 1987, 1988 and 1989) S=) | : _ . — _
AFRICA | HoE WEST EUROPE Bifes | A58 ausTRAL 14 | BB
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Table 63.2  Potential Export Products by Inierview (1/3)

T Overseas ;;———;O_S;;l;liy of production B o
s ma:ketrdemmid Raw materials chhnical Remarks
| | | ?{:l:s:aﬂc:;i PTA Domestic | Overseas ‘ Existing i:;f;)(;:\?ed
‘Refined Sugar o 0 e | -o
_é;li— O O O
Fruit Juice o | o | o o oDl S
Dried Vegewb!es o _ o o
Cooking Oil s o S N
7 Canned: 'Méat- | O O Tﬁ | 0O Cornbeef, etc.
Canned Sea Food —“O o) O 'e)
Biscuits o o o)
Beer o o 0 o
Frozen Fish o o | ou Nile Perch, Tilapia
Infus_ibﬁ S'éiut_ibn o I o e}
Medicinal Herbs o o o
ViXA O O O
'D'etergent. . O O O O
_S-;)ap o o) o] O i
T)ry Howers 0 ¢ o]
Excise Boé_ks,_
Book Files. -~ o o o
Envelopes and
File Covers
-Pape.r Sailckes B o N o o Corrugated Boxes
Handycraft' ° o 0
Newsprint o o 0 B
[i\irizsl'cial Fi_sh.ing. o o o o
Wooden Toys o o o o
L

Note: O Applicable
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Table 6,3.2 - Potential Expott Pn‘odﬁéts by Interview (2/3)

-
Overseas © Possibility of production
market demand : . .
Tems _ Raw matenais Technical Remarks
Advanced | . b Tobe.
- cﬂuvmn'es P’I‘A Do.mesn_c Ovelseas Ex1st1ng improved | |
Safety Matches o ko) o
Blankets o) O O
Apparel O O o - o ' | Sweaters, ete.
Towels o O O .
Glass o o o | Building Materials
Classware o O O
Tableware O O o) O Ceramics
Mmmemm o o o .
Granite . _
Pipes, Kefosene '
PVC © © © Cans, efc.
Disposal Plastic
Syringes O O o
Retread Tyreé o) o o)
Aluminium o 0 o
Products
Aluminium
Dairy Hardlwares © o o
Cutlery o o o | Knives, forks and
spoons - - -
Agricﬁ!mral o
Machinery and O o o
Tools
Kerosene Lamps
and Kerosene O O o
Stoves .
Keys &
Padlacks o o ©
Assembling of :
Motor Vehicles o 0 o CKD -

Note: O : Applicable
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Table 6.3.2  Potential Export Products by Interview (3/3)

Overseas ' Possibility of production
. marketdemand | o o :
lems - o Raw materials s TB_CI’!?ICHI Remarks
Advanced X . To be
countries | - PTA Domestic | Overseas | Existing improved
Raﬁio‘-césset_tes
and Radios - © o o | CKD
Batteries and ' o
Cells . © 0
S L
AutoParts | . | .0 0 0 0
Fencing
Products | - ° I e - |
Kitchenware Z o o O Metal

Note: 0 Applicable
6,3.4  Third Step:” Designating the Types of Manufactﬁring and Subsectors

The existing export products and potential export products in the future are grouped
according to the International Standard Industrial Classification (ISIC), the following
types of industries can be designated as export industries with potential.
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Types of Potcntial Export Industrics

ISIC No.

311
314
321
322
323
341
342
351
352
353
356
361
362
369
290
370
381
382

384

‘Basic industrial chemical

- Types of manufactures

Food products

A

Tabacco

Textiles “’]

L

Apparel -

Tanneries and leather finishing

Pulp. and paper' : _l

Y

v

Printing and publi?shi_ng .

Drugs, medicine and cosmetics

e ——

Petroleum refineries

-y

Plastic products

Glass and g]ass products
Non-metallic products

Mining and quarrying

/

Potteiy, china and earthenware -’

Basic metal industries -

Hand tools and structural metal product  —1 .

Machinery and equipment

Motor vehicles assembly

. Subscctors of
existing export industries

Agl'okbaSed industry

Tabacco industry

Textile and garment indusiry

Leather industry .

Pulp and paper industries -

Chemical industry

Petroleum industry

Non-metal mineral industry

Metalworking industry

Fig. 6.3.2 Types of Potential Export Indusiries and Subéec’tors
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6.4 Areas for_ Development and Improvement of Export Products

6.4.1- Existing Export Industries

(1) Expansion of Markets

2)

3

Maintaining and expanding of the present export markets should be reviewed
from the following viewpoints.

1) Toi improve the quality of prlmary products which are exported to mainly
EC and other market place

2) To study the possibility of i increasing the export of Kenyan manufactured
products such as SITC No.3 (petroleum products), SITC No. 5
‘(Phar_m_aceuﬂcal and insecticide), and SITC No. 8 (books, packaging

* materials) to all PTA countries.

-3 To develop manufactured products with which Kenya can take over EC

products in PTA markets.
Improvement in Distribution System for Export Products

Foreign-affiliated and large enterprises establish individual export channels, while
channels for export products of small-scale enterprises need to be improved. In
addition, the infrastructure which supports physical distribution needs to be
improved.

Alihough progress has been made in the construction of roads in Kenya, as
compared with those in the neighbouring countries, large trucks and trailer trucks

cann_ot run on the roads because of the narrow width and insufficient pavement
except trunk fines. Therefore, widening and paving should be carried out,

Manpower Development

Impréirement of productivity and quality of products contributing to export
promotion needs to be strengthened through manpower development.
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For this purpose, the manufacturers shm_ﬂd participate in various seminars
(OFFJT) held by governmental organisations and industrial associations, and to

develop OJT by manufacturers.
4) Technological 'Improvem'ent' and Dev’élopme’nt

In order that the manufactured products arc highty competitive in the intérnational
- markets, improvement of quality and reduction of production cost should be
made. For this purpose, the production system should be improved and
expanded by ‘manufacturers under the guidance of govermental organisations

and industrial associations.
(5) Basic Technical Conditions for Production Improvement
Improvement of guality and reduction of prodtyétion Cost should be realized
through the establishment of a subcontracting system. ‘- To achieve this, the
following four items should be implemented. '
'(a) Improvement of information SErvice
(b) Enforcement of standardisation
(¢) Promotion of quality control
(d) Development of technologies
6.4.2 Core Industries
(1) Development of Core Industries
A look at the balance between exports and imports shows that there are twice as
many imports as exports. In particular, the percentage of capital goods is high.

The share of major goods import against total imports in 1988 is as follows:

Machinery'-t_ransportation equipment :  about 40%

Chemical products : about 20%

Manufactured goods : about 16%

Steel imports are included in the manufactured goods.
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@)

(3)

@)

The above industries designated as-core industries in the Development Plan are

'r_zof well developed. Therefore, core industries are indispensable to the
improvement of the balance of trade.

' Industrial Upgrading

‘Most of Kenya's industries have not fully participated in international competition

due to past import substitution policies. They have been oriented primarily
towards the domestic market. Integration and upgrading of manufacturing sectors

are vequired to switch over to the export-oriented industries based on cooperation
with public and private sectors.

Introduction of Foreign Capital and Technologies

It is obvious from t_h_e experience in the NIEs that the introduction of foreign

capital and technologies from foreign countries is an effective method for

developmg the core industries. Therefore, the investment environment in Kenya
should be 1mproved ' '

' Efféc'tive Use of Industrial Conditions

Industrial condltlons such as geographical location, ex1st1ng industrial estate, and

5y

labour force need to be fully utilized. It is desirable to reconsider manufactured

goods that are not competitive with other countries, because it is difficult for
Kenya to export products for which other advanced countries have formulated the
international market, Development is inevitable for Kenya's industries which are -

supetior to those of PTA countries.

_Iﬁdgu's_t'ria}' Development and Types of Industries to be Developed

' Cdmparing Kenya's industrial stage with the Asian countries, it appears to be in.

the 1960-10-1970 stage, at the end of the early import-substituting
mdusmahsanon shifting to the export industrialisation stage (Refer to Fxg 6.4.1
(3- a)) in Asm, the textile industry, sundries, and assembly of radios and
television sets as a result of fmelgn investment, have evolved from the early

| import-substitution have grown up into export-oriented industries. The leading
: indus&nes have been shifted according to changes in the national economy and in

the demands of international markets year by year. The important task is to
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identify types of export orie;ited_industries which make the best use of Kenya"s
natural resources and which should be encouraged in the near future.

"Existing Export Industries” mean industries exporting products to foreign

Note:
countries from the past to present. And "Core Industries” mean specific
industries to. be developed including the Existing Ex’port'lndust_rics in the future
‘according to the Kenya's policies from the viewpoint of national development.
(5) NIEs, some ASEAN
. Heavy, Chemical’
[ Industries.
NIEs, ASEAN (4) NIEs, ASEAN
Ist Export-Oriented 2nd Export-Qriented
Industralisation Industrialisation
»|| (EPZ, Textile, * (Assembly of Car,
Sundries, Electrical Electronics;
' ' Goods) Machineri
(1) LDC @) LD NIEs in 19605 e
Colonial-type Dual Fasy Import
Economy . Substitution ) - (Structural Adjustment)
(erendence on . {Light (3-b) . World Bank, IMF
Primary Products) Industry)  Socialist-Type/Some
' ' African Countries
Ziid'ESiage.Im.port ' T ]
.| Substitution (Metal, Failed (Higher
Chemical 7. Cost, Higher
Machineries) Imports)

Fig. 6.4.1  Industrialisation Process in Developing Counifies
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CHAPTER 1 MAIN PREMISES FOR EXPORT PROMOTION

The: following five main premises are proposed as prerequisites for expott promotion in
Kenya.

OR

@)

(3).

4

Economic "Democratization”

To achieve economic independence and vitalization, Kenya must promote "economic
democratization” based on free-market principles.

) Economic Growth and Improved Industrial Base

" To sustain stable GDP growth and improve the national balance of trade, Kenya must

strengthen import-substitute industries and develop export-oriented industries through
structural strengthening in its private industrial sector. For this purpose the Kenya
Government should devise specific measures to promote EPZs and MUBs and to

- support the private sector through preferential policies.

By'carr'ying out a programme of this nature, Kenya will benefit from increased vitality

of its local industries, increased investments from foreign sources, scale expansion and

-broader technological capabilities in its domestic industries, and promotion of both its

export-oriented and import-substitute industries.

Implementation of Export Promotion Policies

"~ “To enhance its base for promoting exports, Kenya must vigorously enforce export
* promotion policies.

At the same time, 10 expand exports will require governmental clarification and proper
implementation of preferential policies relating to exports, as well as clear designation

of specific responsibilities at each level.

Joint Promotion Efforts by Public and Private Sectors

Promotion -of exports should be undertaken through the cooperation of public and

- private sectors.
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(5)  Necessity of Changing Awareness
Changing awareness -is needed both in the production and marketing. phases.

Specifically, the traditional orientation toward Jocal markets must change to an

emphasis on developing internationally competitive exports, -
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CHAPTER 2 SYSTEMS FOR EXPORT PROMOTION

The govemment of Kenya has introduced a number of export promotion policies to create a
sound economy by improving the country's trade balance through export promotion.

The main mterest of export companies is the pursuit of profits. Export promotion is best
achieved when the €Xport promotion targets set by the govermment coincide with business
interests. The government. should take actions 1o fully encourage continued activities of
exportmg firms. These actions must be applied strictly but fairly and justly. They must be
comprehensive to fully support the promotion of the export industries.

2.1 Classification of the System

: Génerally, export promotion Systems can be classified as follows:

(1) Direct Compensation for Exports: Monetary compensation, duty exemption and
export financing

n

2)

&)

Compensation is offered to offset the high import duty rate, but it is not
- favorable for world trade and should be eliminated as Kenya's trade become

more liberalized.

Foreign exchange reiention schemes for exporters also belongs to this
category and should be treated as an intermediate system until exports
increase.

Tax for domestic consumption (such as VAT) should be exempted for
export firms. In Kenya, import duty is exempted for the importation of raw

or intermediate materials for export processing.
Expért financing is the most important scheme for promoting exports.

Kenya does not have a scheme for this and needs to introduce one

immediately along with supporting schemes,
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2y

(3)

C)

‘Export Insurance as an-Aid in Export Promotion

The export insurance scheme is not used to provide dlrect compensanon for
exporters during the initial export development stage ThlS scheme is often
implemented in the later stages in most countries, and the rate of coverage against
the total amount of exports is normally low during the first periods of

implementation. -

Today, export insurance schemes are becoming increasingly important because of
problems such as countries with high risks, extension of payment periods or
diversification of payment conditions, A well-structured export insurance scheme
will facilitate the development of export financing in Kenya and should be

emphasized.
Measures to Broaden the S_yst’efn

1) - The export promonon system should be umversaiiy and falr}y apphed
'stunulatmg all domestic industries-and boosting exports. To attam this
purpose, compames involved with the exportmg of pmducts should be
granted the same incentives that already are being given to a limited riumber
of compaunies. For example, the export compensation given to exporters

should be given at customs.

2) Many firms are not able to. effectively take advantage of the export
promotion sysiem. The forming of export manufacturing groups could
allow them to do so. '

Application of the System

Along with the export-promotibn measures, it is neeessary' to enforce clear

regulations to be fair and to eliminating injustice. The following are required for a

well-controlled regulation system. |

1) Simplification and speeding-up of various licenses

Complex procedures for permission and'appfoval not only resul;t iﬁ_}oss of
time and money, but cause injustice and unfairness. The procedures should
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2.2

2.2.1

2.2.2

2.2.3

‘be made as simple as possible and a clear time limit sct for the processing of
documents.

2)  Simplification and the speeding-up of customs
Simplification and timely handling of documents are necessary. However,
strict and fair customs procedures must be followed to prevent problems.
 This will help meet international customs requirements with a greater degree
- of reliability and will further promote stable and continued trade.

Measures for Development and Improvement

Solutions to Structural Problems in the Export Promotion System -

-Kenyais attempting to shift its economic direction, from a closed import-substitttion

approach, to an export-oriented open economy to better compete in world markets.
N However, restrictive economic measures still remain because such a transition cannot
' be made immediately.

Also, there is a lack of trust between ‘government anthorities that manage the export
promotion system and businessmen who must apply under the system for export
benefits. This problem is deep-rooted, and is difficult to solve. The first area that
needs to be.improved is the contact level between the government and the public, i.e.
face-to-face 'encounters at the lowest administrative levels (such as at government

-offices),

Integration of Export Promotion Measures

Export promotiori is effective when the export schemes are coordinated and

‘complement each other.. “Export promotion strategy must be consistent with export

policy. -In addition, the strategy itself must be feasible and it should reflect the ideas of
t__hé‘ business corﬁmunity. Opportunities should be created for government and private

“representatives to discuss issues,

Improvement of the Existing System

Since single schemes (e.g. expott compensation , financing , insurance) are not
effective as export promotion systems, all schemes must be applied together to obtain

H-2-3



maximum effect. In addltlon, it is necessary th'tt the export schemes can be expanded
to meet the development of and increases in trade. In this initial stage of Kenya's
export promotion, the areas not covered by the existing system need to b_e improved

and developed as soon as possible.

(D

Export Financing

Stable financing shouid be provided to exporters by establishing an export

financing scheme. The Central Bank's bill rediscount scheme is currently used in
Kenya for this purpose. This provides a steady pool of capital for commercial
bank financing to exporters, and encourages pre- and post-shipment ﬁnancmg
Orderly, wide application of this scheme will contribute greatly to export

promotion,

However, unlimited diréct financing is not possible. Therefore, this scheme

~ . should be replaced in the future with an export insurance scheme. -

(2)

(3)

Export Insurance Scheme

- An export insurance scheme should be introduced as soon as possible to facilitate

bank financing to exporters and to cover the financial risks of exporting.

The risks cf export transactions at the beginning of export promotion would be
minimal if transactions were done with letters of credit. However, it will be
easier to expand the financing, particularly to smaller enterpn‘ses; by establishing
an export insurance scheme.

Expansion of Coverage of Export Promotion System

The export promotion system should be applled to a wider area to enhance
exporting nationwide.

MUB should be given the same advantages as firms in EPZs and development of

trade houses ‘should be promoted by including trade houses in the export

promotion systerm.
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(4

5)

&

Finance for Small- and Medivm-Scale Exporters

Financing for small- and medium-scale exporters should be introduced to help
forther the activities of these firms and extend industrial linkage.

- Establishment of manufacturer linkage is important not only for export promotion

but also for further development of Kenya's industries. Financing of

‘manufacturer linkage and groups will promote exports by small -and medium-
~scale firms, the development of each firm and further expansion of the linkage.

Foreign Exchange Retention Scheme

- A foreign exchange retention scheme for exporters should be established to help
-and encourage companies to pursue marketing in foreign countries and the

updating of facilities.

This scheme should only be used to supplement other schemes. It should be
allowed not only for manufacturers but also for trading houses. All exporters,
including manufacturers and trading houses, should be allowed an amount of
foreign exchange retention to be used for marketing and replacement of faciliiies.

Customs

As various aid agencies have argued, customs operations and methods should be

- upgraded to cope with complicated arrangements for MUBs, EPZs, duty

exemptions and duty drawback. Discipline should also be enforced.

Various factors, some of which conflict, such as promptness, precision,
strictness and faiiness need to be resolved for customs operations. Improvement
of methods and discipline is particularly necessary because they are vital for
imljorting and :exporting. This should be done not only for products and goods
but for tourism which provides a majority of the foreign exchange income in

- Kenya.
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CHAPTER 3 DEVELOPMENT OF ORGANISATION AND FUNCTION OF

3.1

TRADE PROMOTION

Ba'ckg'roun.d ‘and Necessity

()

(2).

Amid the rapid changes in the international environment, the expansion of exports

from Kenya will require systematlc effort. For this, export promotion and export

incentives are essential. Moreover, because the export- development capabilities
of the private sector are generally limited and trading houses have not been fully
developed yet, it is necessary to establish the followmg types of organisations in
order to build a durable export base and supplement the basic functions of the

-trading house such as collecting trade information and providing access to

overseas markets for Kenyan exporters.

- Supreme Trade Council (provisional name)

This council would consider expori-related strategies and measures and present
them to the Government.-

- Trade Promotion Organisation (her einafter called "TPO") -
‘This organisation would involve participation by the public and private sectors
and it would systematically promote exports.

At present in Kenya, some organisations with KETA as the nucleus, are
individually undertaking export promotion activities, but their activities are not
necessarily effective. In short, it can be said that they are not achieving the
expected results.

1t is necessary to thoroughly review Kenya's export promotion activities and
consider ways to enhance them in the long term.

The following fundamental improvements should be emphasized:

| 1)  The system for collecting, classifying and filing data and information needs

to be strengthened.

2) The’ melhdds of research and analysis and information provision need to be

improved.
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3.2

(3)

4

(5)

3) - The channels for advising businesses and ways in which trade enquries are

handled need o be enhanced.

4) Business training needs to be improved, in order to establish an export

base.

5)  More active participation in overseas trade fairs is needed, as this is an

important means of export promotion. . -

6) | Kenya's products need to be publicized in a systematic way, focusing

mainly on promising export markets. .

The network for quick implementation of the export promiotion activities stated

above needs to be expanded.

The Kenyan government regards export promotion as the most'irhportant task and

“expects quick results. Cooperation with overseas experts and various export

promotion activities are needed in order to expand exports.

The expansion and improvement of facilities will also become important to cope

-with the increase in personnel and workload resulting from the expanston and

strengthening of export promotion activities. Multi-purpose facilities for export
promotion activities will be necessary for efficient operations.

Organisation and Function

)

2

A single export promotion organisation handling the export pi_'oinotion functions
presently undertaken by KETA, KIBT, KNCC&I, KAM, etc. is tieeded to
systematically implement the comprehensive export promotion activities stated

above.

The proposed TPO would have the following functions.

1) Cbl_lection, analysis and provision of information -

2)  Providing advice to businesses_ and handling _tfade- ehqiii‘ies

3)  Providing training on the business of trade
4y  Conducting public relations activities
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The organisation would be engaged in systematic activities under an integrated
export strategy.

In establishing this TPQ, attention should be paid to the following points:

N

2)

3)

4)

5)

- 6)

7)

It should be an autonomous organisation abie to carry out its mission in a
business-like way. It is o be free of bureaucratic constraints as much as

‘possible, .

It should have a sound financial base. The success or failure of export

promotion activities depends largely on financial backing because they
involve long term investments,

The TPO should be a jointly organised body involving the public and
private sectors as such, it would benefit from both sectors.

- Advantage of being a non-government agency
Export promotion activities involve measures which Government
agencies bound by red 1ape cannot cope with,

- Advantage of being a non-private enterprise
Generally speaking, private enterprises are involved in export activities
only as far as they are directly benefited, whereas non-private
organisations can operate from the broader perspective of promoting
Kenya's exports.

The TPO should act in cooperation with Boards, KNCC&I, KAM, etc.

Both public and private sectors should cooperate with the activities of the
TPO.

The'.T PO requires people of high caliber with a high level of motivation.
Therefore, it is desirable that salaries be competitive with the private sector

in order to atfract and retain the right personnel. |

All staff within the TPO should be requested to keep abreast of the overall

activities of the organisation.
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~8) . Staff should be_' encouraged to speak up their opinions on trade promotion

regardiess of their rank.

9)  The TPO should be flexible enough to adapt to changing circumstances.

3.3 . Benefits of Establishing TPO

(1) At present a variety of organisations are undertaking export promotion activities
separately. If these activities were conducted b_y the TPQ, this would make better

use of financial resources and qualified personnel,
(2) The programmes 10 be éarry out by the TPO would: .

1)  Increase exports

2)  Increase foreign exchange

3)  Reduce the balance of trade deficit

4) Increase employment

5)- . Vitalize export businesses in the private sector. -

6) Contribute to the overall economic growth of Kenya
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'CHAPTER 4 EXPANSION AND STRENGTHENING OF INFORMATION

4.1

SYSTEM

Background ~and- Necéssity

(1) As the mtematmnal polmcal and economic environment undergo historic changes,

the most s:gmflcant for export promotion in particular is a qu1ck and precise
identification of data and information relevant to the success or failure of export
transactions.

Exporters and related companies must have effective information concerning

-market trends and regulation for their products and trade enquiries. The firms

interested in exporting need first of all, effective information concerning
exportable products, classified according to country and region, when they
develop new markets.

Information from original sources are the best among the effective information
regarding systems, industrial trends and consumer demands to respond to the

needs of user (government, industries, companies and individuals). However,

this information can also be obtained through analysing existing data (secondary
sources).

First, data and information related to promising export transactions should be
coliected. Secondly, the collection, analysis, processing, and provision of
information related to Kenya's non-traditional products should be systematized.

As a result, prospects for new stage will appear.

‘Since the volume and diversity of data and information have increased on a global
+ .scale; there is a limit to application of “the principle of payment by beneficiaries”

to the systematization of information.

1In both industrialised and developing nations, the first step in export development

- - taken'by successful exporting countries and areas have been to collect data and

‘information by establishing a national information organisation involving both the

- government and private sector.
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(3

)

Data and information needed for continued export prc_motim'l must be accurate,
up-to-date, and integrated. In those'counti‘ies and areas (such as Japan, the ROK
and Taiwan) which have achieved sustamed export growth, govemments have
provided assistance to establish compiehenswe economlc and trade information
centres as part of existing trade promotion orgamsatmns and the dblhty to
systematically gather, analyse, and provide relevant data and information has been

expanded.

As stated in the mecedmg paragraph, under the current circumstances, producers
and exporters in Kenya are largely left to their own dewces to explou markets. It
has become difficult to obtain effective data and information directly connected
with exports from KETA. KETA is currently facing problems in the fields of
collection, classification, fﬂmg, analysis,processing and prowsmn of data and

information.

To drastically reform this situation, it is first necessary 10 estabhsh a systemanc
information system at KETA. In the second stage, it is recommended that a

‘ comprchenswe economlc and trade mformauon centre be. estabhshed as part of the

TPO. This centre, to be composed of experts from both the govemment and
private sectors, will work to create an environment which is conducive 1o the
drastic enhancement of information functions in terms of both quantity and

quality.

4.2 Enhancement of Collection, Classification and Filing of Pata and

Information

4,2.1 Formation of Data Collection Base

1

(2)

Data sections composed of data and information experts (includihg iibraj’n’ans)
should be set up to collect and classify economtic and trade data and information in
an effort to drastically improve the information system.

- Establishiment-of a special library containing economlc and trade data and

information (economic and trade information centre) should be considered. Itis
desirable that this centre be assured of adequate space toallow the introduction of
computer systems and the establishment of data and information systems in the
future. ' |
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4,2.2 Improvement Qf Collection system for Data and Information about Individual Markets,
. Industries and Commodities

(1) Measures for Immediate Implementation

1)

2)

3)

-

@

RO

Improvement of basic economic and trade information regarding the main

“countries importing Kenya's products,

Establishment of a system to collect mfonnat:on about companies planning
to develop markets and their products and to provide it to overseas buyers
as part of efforts to ofganise export promotion information.

Strengthening of collection of data and information concerning trade

promotion systems and activities in the countries and areas which have

succeeded in expariding export.

The monitoring of international market trends affected by changes in global

politics and economy.

Measures for Implementation within Two Years

1)

2)

3)

Strengthening of collection systems for data and information concerning

“expori promotion in the countries and areas whose products compete with

Kenya's. Competition has arisen in connection with a shift from domestic

- market-oriented industries to export-oriented industries.

Efforts to collect data and information neéessaly for analysing the effects of
the ' EC market integration in 1992, the situation in the Soviet Union and -
Eastern Europe and regional trends in PTA, etc., on Kenya's trade,

Strengthening of relations with the PTA trade and information network.

Medium and Long term Measures

b

Establishment of collection, classification and filing system for data and
- information classified by subject and by region and country.
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2) The arrangement of a system to monitor the actual situation of mdustues and
products trends in the leading developmg countries, demand -and supply
trends and market situation in the major import countries of Kenya's

products.

3) In this stage, ties with the Internationat Trade Centres (ITC) Trade
Information Service Network (TIoNET) and the information network of the
World Trade Centre (WTC) will be strengthened, and data and information

will have to be processed by computer.

~ 4.2.3 Establishinent of a Data and Information System

4.3

4.3.1

(1

(2)

A system to classify, file and store the data and information collected should be
established so that they can be provided more quickly and used more effectively.

In the medium and.long term, the possibility of creating a data base containing

“trade and company-related information (including Kenyan companies and

exporters as well as foreign importers) for the World's leading countries should

be considered.

Strengthening of Research and Analysis

Establishment and Enhancement of Research Division

(1)

(2)

(3)

A research unit should be established and strengthened to analyse and probess the
data and information collected. The unit should be divided into two sections; one
for market research (classified by region and country) and the other for industry

and commodity research.

The market research section should analyse mainly: 1) regional trends and their
effects on Kenya, dnd 2) trends in economy, trade and mdustry cIa3s1fled by
country '

The industry and commodity research section should be responsible for analysing
demand tends and distribution conditions around the world for 1) current
Kenya's export products and 2) products with future export potential. This
section should also work to forecast future directions in market needs.
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4.3.2  Analysis of Countries wluch Successfully Promoted Exports

4.4

*The market research section should analyse the following i.tems in the léading

developmg countries which have successfully continued to expand exports: 1) policies

B and: systems concerning the development of export industries and exports; 2) the
' 'plocess of _developmem of export-oriented industries and problems encountered in this

area; and 3) solutions to various problems.

- Expansion and Stréngthening of Information Service

(1) The infonnatio'n service which precisely and quickly provides export-related firms
with overseas market information and commodity information analysed by the
research section, as well as expertises of trade offered by experienced
businessnien, should be expanded and its function strengthened.

(2) Provision of information should be improved qualitatively to cope with the needs
of consumers. A system should be developed to disseminate selective
information to support firms to enter new markets.

(3) The publication section should be drastically expanded and strengthened so as to
enable the provision of effective and selective information for export promotion.

(4) Inthe medium and long term, the possibility of establishing a data base as part of
an efficient information service system should also be considered.

.- Strengthening of . Expansion and
“collection and filing N St?:gf;?fg?ﬂ%(’f N strengthening of
system for data and analvsis information service
information. ] Y and publication
Data section Research section Information service
section

Fig. 4.4.1 Development Flow of Master Plan for Information System
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" CHAPTER 5. EXPANSION AND STRENGTHENING OF TRADE

5.1

CONSULTATION SERVICES, TRADE TRAINING, AND
- PUBLIC RELATIONS AND EXHIBITIONS ACTIVITIES

Background and Necessity

(N

@

Under the current conditions, export promotion activities of Kenya are neither
organic nor efficient.

In other words, people concerned both in the public and pnvate industry. are

acting mdependently without communication and harmony. 1t is also notable that
the export foundations of private firms are fragile.

Inadequate provision of information about the export industries, products and

. export opportunities of Kenya, lack of trade experience on the side of the private

industry, etc. are hindering the improvement of the image of and conditions
surrounding Kenya's exports. '

Such being the situation, prerequisites for sustained expansion of Kenyan exports

are, 1).to establish foundations for organic and efficient export promotion,

2) to improve the image and conditions surrounding Kenya's exports, 3) to
encourage export efforts by private enterprises, 4) to ex'pand the current export
promotion activities both in quality and quantity and to establish a system of
éooperaticn between public and private sector, and 5) in particular, to strengthen

~ the functions and activities of the official export promotion organisations.

®

‘result, the cultivation of export competitiveness and the realisation of continuous

4)

Private scctor is least expected to promote export by themselves at present. As a

expansion of Kenya's exports requires training on trade and development of
public relations and exhibition activities. These activities should be undertaken by
a trade promotion organisation established jointly by the public and private sector.

Faced with the important task of improving its international balance of payments,
Kénya ‘must undertake qualitative and ‘quantitative improvement of trade
promotion activities including the strengthening of the role of commercial attaches.

- posted abroad. This should be done simultaneously with the development of

various export promotion activities.
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5.2

&)

A plan to establish multi-purpose facilities 'e'quipped'to ‘provide trade promotion
services, including a trade training institute, and an exhibition hall should also be
considered as part of the programime to build a base for promoting exports.

Expansion and Improvement of Trade Consultation Services and
Speed-up of Trade Procedures ' '

(1) Most of Kenya's private firms. have no offices overseas, the;efore they are forced

(2)

to take a passive attitude in export business. Therefore, many exporters call for
the expanston of assistance such as trade enqmry services as well as various other

trade-related consultation services.

Currently, KETA and KNCC&! are responsible for‘assisting'export'business.
However, they are not well organised to respond quickly and appropriately to

business opportunities.

To prov:de wide support and to activate trade business, the followmg actmtles
would be needed. Trade services by trade promotion organisations would remain
limited to consultation services to private corporanons Given the current
undeveloped state of export and trading firm functions in Kenya, the ability to
provide practical advice and guidance on commercial transactions should be

cultivated.
. First Stage:

Data related to-exporters and information regarding export products should
be expanded and efficiently organised. A service system able to respond
quickly to the needs of expmt businesses should be- setup. For example it
would be advisable to set up a trade enquiry and consultatlon corner This
corner will also advise export businesses 0 speed up export procedures

At the saine time, export business opportunities should be increased through

activities such as the dispatch of export promotion missions, holding
business meetings and participation in trade fairs abroad. -
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2)

3)

Second Stage:
Commercial attaches abroad should expand their activities and establish their

own communication systems to expand and stréngthen information

collection and services. It should consider joining PTA trade information
network.

Third Stage:

Kenya should consider joining ITC's TISNET, the World Trade Centre

- Association (WTCA) and forming an trade enquiry exchange network

linking the main cities of the worid.

5.3 Expansion a_nd Strengthening of Trade Training

(1), Inline _With the systematic development of export promotion activities, if is crucial

2)

' to train people as experts who have extensive knowledge of trade business.

- According to the resulis of the field survey, persons in both the public and private

sectors strongly believe that such training is necessary and they call for the

establishiment of a comprehensive training system and the enlargement and

improvement of training facilities.

Currently, KIBT under the jurisdiction of MOC is engaged in trade training as an

official organisation. However, their curriculum is basic and not necessarily

| systematised. Therefore, it is recommended that:

First Stage:

The TPO respOnsible for providing guidance to firms should give top
priority to train its officials as experts who have extensive practical
experience in trade so that they are able to meet the diversified needs of

industry.

A comprehensivé programme aimed at improving the business ability of
people in charge of actual export business should be made and this
programme should include, training courses for mid-level managers on

" export marketing.
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In carrying out uammg on trade in the immediate futdte, the i unctlons of
KIBT should be expanded, instructors increased and the eqmpment for

training improved.
2)  Second Stage:

Training for 1mprovmg the quahty of export. products would be needed.
The functions of training organisations should be expanded so that they can
meet the increasing needs of industry in the future.

The new export promo‘tioﬁ organisation take over functions of KIBT and a
comprehensive training programme should be drawn up.

3)  Third Stage: .

An international business scheol for train‘ing personnel as managing
executives who are well versed in all ‘aspects. of internatioﬁal business
should be established. This will contribute to developing a pool of
~personnel capable of responding to the rapidly c_hangilig- international

economic environment.

A course for training personnel as inspectors should also be included in the
future as a preparation for introduction of an export prOduct inspection
system. At the same time, new facilities and equipment for trammg should
be needed to meet the expansmn and 1mprovement of the training system

5.4 Expansion and Strengthening of Public Relations and Exhibitions

(1 Par [lClpaIIOH in international tr ade falrs or exhibitions in fore:gn countnes is an

important means of gaining reputaﬁon in international markets.

Currently, most Kenya's exporters snll depcnd on tradmonal means quch as mall
and telex to develop overseas markets. The promotlon of exhibition activities
should provide great motivation for entry into new malkets Lively pubhclty will
create a basis for the expansion of sales of Kenya's products
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First Stage:

The selectlon of trade fairs and exhibitions to participate in should be

considered on the basis of comprehensive marketing strategies, Attention

should also be given to development of new mar kets, expansion of existing

- markets and expansion of economic exchanges within PTA not only for

tr_admonal export pmducts but also for 1ndusma1 products.

. Par tlclpatlon in inter national trade falrs and exhibitions abroad offers not

only good opportumtles for expoit business and promotion of Kenyas
products but also an ldeal opportunity to survey the products developed by
competmg countries and know the needs of the markets, Therefore,

paitlmpailon in international trade fairs and exhibitions should be
encouraged.

Within Kenya, meanwhile, basic measures such as the expansion of

ex1st1ng trade fairs and planning and holding of export business meetings

should be taken.

Second and Third Stage:

For the medium and ldng term, expansion of export business opportunities

- within Kenya should be promoted through the opening of permanent

exhibition hall and developing trade fairs specially designed for promising
export industries.

Development of trade fairs will attract more foreign buyers, and the ripple
effect of exhibitions on the economy will be great and also contribute to
Nairobi's reputation as an international business city.

A wide range of measures such as carrying out public relations activities
when participating in overseas trade fairs, receiving foreign missions,
inviting influential buyers from abroad, should be designed to attract foreign

buyers.

if-5-5



Taking advantage of every chance available within t_h_e Kénya_ and abroagq,

Kenya should publish Kenya's export products continuously using various
means of mass media. [t is recommended that Kenyan publicize Kenyan

industries through publications focusing on some promising products.

Trade Consultation |

Services

Trade Training .

Public Relations
and Exhibitions

Trade thuilies

Conétﬂtati_o_ns .

Dispatch of missions

Trade tfaining

Trainmg for staff members of the trade
promotion orgamsatlon ‘

Training on _nnps_'ovement of export products

Public relations (domestic and overseas)

QOverseas exhibitions

Domestic CXhlbIthI}S (domestic trade fall‘S
and permaneitt exhibition)

Fig. 5.4.1 Outlme, of Trade Consultation Services, Trade Traimng, Public

Relations and Exhibition Activities
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CHAP’I‘ER 6 DEVELOPMENT OF EXPORT-ORIENTED INDUSTRIES

6.1 Industrial _Be#elopment Strategies

6.1.1 Strategies for Expansibn and Strengthening of Existing Export Industries

M

@)

Short Term Strategy

* The export strategy in short term should maintain the present foreign market share

of rr_laj_or'export items and expand the use of existing incentives for export
promotion, improvement of product quality, delivery time and production
management, In addition, export industries should seek new foreign markets.

| Medium and L(')ng' Term Strategies

1) As amedium term strategy, the following activities are recommended:
(a)  Improvement of the quality of existing export products,
{b) Upgrading processing: from raw materials 1o intermediate products, or
from .intermediate to final products in order to increase the value

added.

(¢) Devclopment of new markets by manufacturing products that attract

foreign consumers.

‘The strategic concept for improvement of existing export items is shown in
Fig. 6.1.1.
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Fig. 6.1.1  Conceptual Chart for Improvemeht of Existing Export ltems

Vertical arrows indicate directions of market expansion, and horizontal

arrows indicate directions of higher levels of proCesSing.

2) As a long term strategy, the quality of export products'_ should be
accomplished through the improvement of materials and processing
technology. Export products could be expanded through the use of new

materials making full use of Kenya's natural resources.

6.1.2 Development Strategies of Core industries

Kenya accumulates trade deficits every year. To ovcrcdme this situation, expand
industries which are suitable for import-substitution and develop export-oriented
industries that produce a reduction in the trade. balance. -'_Fbr this purpose, the

development of the core industries that are emphasized in the Sixth ljevelopmént Plan

by the Government is vital. Development of the core industries should be accelerated

through the following policies.

1) - Development of leading industries --- development of speciﬁc subsectors

2)  Introduction of foreign capital and technology
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Development of Leading Industries

Since the technology applied in the core industries varies and is diversified, it is

s dlfficuh to develop these s1multane0usly and wrth the same commitment. The

Qitudy Team evaluated those subsectors with a promising technological base in

: Kenya Strateglc development of those subsectors is an effective measure for

turthering industrial growth.

In general, mdustuallsed countries advance by the development of strategic
mdusmal subsectors. The’ technology accumulated in the leading subsectors are
effecnve]y apphed to the subsequent development of other subsectors. Industrial
development under this sirategy has already succeeded in many Asmn countries.
In those cases, the leading industries played a remarkable role.’

For the reasons mentioned above, it is recommended to introduce the idea of

leading industries which are selected from core industries.

Introduction of Foreign Capital and Technology

"The ‘Asian countries' experience with the introduction of foreign capital and

technology is indispensab]e to the strengthening of export capabilities for Kenya's

‘industries. The methods to obtain cooperation from foreign ﬁrms for export

promotlon aie as follows:

E 1) - Introduction of foreign capital

- Firms consisting of 100% foreign capital should be invited, and joint
venture firms with Kenya's firms should be established. Products
manufactured by these firms in Kenya will be exported to foreign markets.

2)  Export Promotion through the Original Equipment Manufacturing (OEM)

The method of OEM is popular in Asia because firms from advanced
couﬁti‘ies' proQide technical guidance in order to strengthen production and
the quality of manufactured products. If firms in Kenya manufacture
products according to the speciﬁcations prepared by foreign firms, and the
manufactured products are exported to external markets under the brand
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name of the foreign firms, Kenya's manufacturing and export industry will
experience modernization and economic growth.

__ National
development
policy

Leading
Industries

Industrial
development

conditions —

Contribution to
exporis/imports

——  Market demand ——I:

- Industrial pohcy

Contnbmlon to GDP expansmn

‘Generation for employment opportunities

C.ontrxbunon to improvement

in the balance of trade

Reduction in financial deficit
High value-added to domestic resources

Overse'as_ deﬁial_ld '(adv'anCed
and PTA cotintries)
Domestic deman_d 3

Development at current level

Need for foreign techm(,al

guidance :

Reqmred plant/eqmpment investment
capital

Linkage effects to other industries

 Availability of labor force

Supply of raw materials and
intermediate products

State of. mfrastructure o

Geographic location of Kenya

' Industnal enwronment th1 oughout Kenya

Effective import substitution

Effective export promotion -

Fig; 6.1.2  Selection Criteria of Leading Industries

6.1.3. Reinforcement of Smiall- an_d Medium-Scale Firms

The experience of advanced exporting countries demonstrates that eXports by small-

and medium-scale manufacturers are supported by the small- arid medium-scale trading
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6.2

6.2.1

firms, various cooperative associations, and the export industry cooperative
assoc1at10n A combination of these organisations will be effective for Kenya,

The operational targets of the export industry cooperative association should be:

1) Research of markets suitable for the members' firms
2) Déyelopment of product designs and advisory service related to
- manufacturing technology
3)  Inspection of exported products
4) Organisational approach to the solution of various problems related to
expotting

If small- and medium-scale trading firms are established in Kenya, the effects
mentioned will be further accelerated.

Note: In the case of Japan, there are many export inspection associations and

- foundations for different kinds of products. For example, in the textile and

gafmer:’t indusiry, there are foundations for spinners inspection, silk and

synthetic texiile inspection, wool products inspection, sewing goods inspection,

synthetic fextile inspection, etc. These associations or foundations inspect and

certify export products. The export industry cooperative association operates in

- collaboration with various inspection associations for ensuring the reputation of
Japanese export goods and the development of sound industries.

Improvement and Expansion of Existing Export Industries

+

Ex'isting Export Industries

In order t0 promote . exports from Kenya, the existing cxport mdustrles need
strengthenmg based on current major export items, as shown in Item 6.3.4, Part 1.

" The measures fof the nine subsectors are shown in this section.

1) Agro-based Industry
2)  Textile & Garment Industry
3)  Leather Industry

4)  Non-metal Mineral Industry
5)  Chemical Industry
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6) Metalworking Industry
7)  Petroleum Industry

8)  Tobacco Industry

9)  Pulp and Paper Industry

6.2.2 Improvement and Expansion Measures by Industries -

This section describes the measures to be taken by:the govemrhem,.industries_, or

individual firms related to the nine industries listed above.
(1) Agro-based Industry

The following conditions are hee_ded for the effective export promotion of agro- -

based products.

1)  Processing level of export products should be upgraded so as to increase the
value added. - ' : -

' 2)  Quality of processed food products should be improved to increase

competitiveness in foreign markets.

3)  Expansion of existing market share thl‘bllgh strengthened marketing and

. research of new markets.

~ 4) . Establishing consumer recognition of Kenyan brands such as coffee, tea,
canned fruit and juice. '

5) Improvement of packing and packaging materials and designs.

Improvement or development measures are shown in Table 6.2.1.
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- Table 6.2.1 Measures to Improve or Develop the Agro-based Industry

—
Existing Short-Tern Mid-Term Long-Term
Export Items (1-2 years) - (3-5 years) {more than § years) Remarks
System - |- _Enhanc_ing export | - Financing for replacement of equipment
: ‘promotion & machinery
Incentives

.gggce . ‘Enforcement of
. Export fi i
Tea pori financing
- Juice |

. hew nuts : bt
. gg:elal ~ | Marketing | - Maintaining of | - Promotion of Marketing
Daive & Moat exisiing foreign -
: F?s ;y o, market share -
' Production | -~ Stable supply of |- Improvementof |- Improvement of
raw materials packing, design packing, design
' and technology and technolegy
- Quality conirol - Standardization

' New Expo'rt Iléms

- Marketing Campaigns to promote
Kenyan prodacts

(2) Textile a'nd,Garmenl Industry

This indusiry has the basic technology and facilities, and could be a le'ading.

export indusiry if the following are carefully implemented.

1)

9

3)

4)

Domestic raw materials should be constantly supplied.
Procedures necessary for import licensing should be expedited and proper
steps for allocations of foreign-currency should be taken for synthetic fiber

products imported for production.

Obsdl_e'té'production equipment operated in most of the factories should be

replaced. The Government should take measures to promote capital

investment in new equipment.

By introducing its traditional costume to the international fashion industry,

Kenya can create world recognition of its garment industry and products.
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5)  The textile and garment industry shoutd expand into international markets

through joint activities with firms which have internationally recognized
" Based on Original Equipment Manufacturing (OEM), the
government and this industry should jomtly conduct an actlve pubhcny

brands.

campalgn in forelgn comntirics.

6)  Establishment of the MUBs and EPZs is another very effechve measure for

export promotion of this industry.

Improvement or development measures are given in Table 6.2.2.

Table 6.2.2 Measures to Improve or Develop the Textile and Garment Industry

fashion industry -

Existing Short-Term Mid-Term Long-Term’ Remm
Export Items (1-2 years) (3-5 years) (more than 5 years) _lemarks
S.ystem - Export incentives | - Financial - ~ Export financing Grouping of
assistance for | garment
- Liberalisation of replacemient of industry
I/L (import equipment &
License) machinery
- Export financing | - Export ﬁnaﬁcing
- Cotton Yam . Privatizati
- Wool rivatization | .
: glothe i Marketing | - Maintaining of - Strengthening of |- ‘Tie-up with
armen existing foreign marketing internationally
markets recognized brands
Production | - Stable supply of |- Improvement of |- Quality ” Introduction of
raw materials, quality improvement anti-pollution
spare paris, other | - ‘with advanced | measures
supplemental . R_eq_!aceméﬂt of technology
~ materialg equipment and .
machinery
New Export Items - Introduction of - ' Productmn under
traditional fashion | Ticence of
~ in international internationally
market recognizid brands
- Entering ihe
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(3) Leather Industry

Although this mdustly produces one of Kenya's main export products, a sharp
‘increase of the ¢xport volume is not expected due to limited resources. It is
recommended that this mdusuy should be directed to qualitatively improve its
productlon o’ lnCIease toreign currency earnings.

1) Securing hides and skins of good quality

~ To improve the :qtiali'ly of leather products, quality hides and skins should
- be secured.

2)  Processing level of export items should be developed to increase the value
added to the products.

3}  Anti-pollution facilities
‘Many chemicals are used for tanning. The installation of anti-pollution
“equipment is needed to remove chemical contaminants. Financial assistance
by the government is essential for environmental conservation.
4)  Manufacturers shoutd expand into new markets. Joint efforis with foreign

firms is an important export strategy.

Improvement or development measures are shown in Table 6.2.3.
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Table 6.2.3 Measures to Improve or Develop the Leathier Industry

Existing | Short-Term Mid-Term ~ Long-Term R
Export Items | - (1-2 years) - (3-5 years) “(more lhanS_y_ears) emarks
System - Thorough . .- Financial assistance for replacement of
* implementation | equlpmem&machmery
of export
CMidee promotion
Ill(!es & incentives
Skins
(E&‘;’il::: | e Ex:po_rt'ﬁnzmcing L L o
Sheep, . o - , . _
Goats) Marketing | - Maintaining of - Suwengthening of marketing
oais existing foreign - Co
. Leather market shate. . |
Production’ | - Stable supply of |- Replacement and reinforcemént of Introduction of
Leather Goods raw hides & skins equipment & machinery anti-pollution
. : o R MeasuIes
- Stable suppiy of [ - Increase of the value added to products :
tanning materials o
- Quality
improvement
New Export ltems - Increase of |- Development of diversified prodocfs
finished goods - ‘ '

(4) Nonn_Metal Mineral Industry

Surveys of the mineral resources were conducted thronghout Kenya before its
independence. After independence, only limited surveys were conducted.

1y If commercia]ly minable mineral résources are to. he'exp'loite'd as the result
of the surveys, diversification of mineral products can follow. -

2)  Glass products in the form of bottles are promising export products to the
PTA countries. Glass products as tableware could be a promising export -

product if thc quality is improved.

3)  The exporting of pottery and ceramics o PTA coomries coul(_i be possible if
the quality of products is improved.

Note: The Metal Mining Agency of Japan (MMAJ) carried out a mineral resource
survey in the Mombasa region as part of JICA's deveiopment programime.
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The objective of this survey was to discover minerals such as gold (Au), zinc
{(Zn), lead (Pb), niobium {Nb) and tantaium (Ta).

Improvement or development measures are given in Table 6.2.4,

Table 6.2.4 Measuresto Improve or Develop the Non-Metat Mineral Industry

Existing - - Short-Term Mid-Term . Long-Term
Export Items {1-2 years) (3-5 years) {more than 5 years) Remarks
| System - Full use of export incentives
_ - Export financing
- Sodium » i T i
(S:‘;ﬁ;::“ : Marketinng |- Foreignmarket | . Expansion into new markets
) o information
- Fluorspar _ : :
- Glass o Producti . li : - . e
. Ceramics, etc. | * uction Qua 1ty - Quality improvement with advanced Exploitation
il improvement & technology of potential
increase of | minerals
production - Improvement and increase of ceramic
_products
NewEXpérl Items - High-quality glass | - High-quality glass

' products products

- Ceramics products | - Diversification of
: cerainics products

(5) Chemical Industry

@

(b)

1} Chemical industry based on domestic materials

Stable supply of raw materials

Offering incentives is important to the agricultural subsector that

supplies raw materials to the chemical industry.
Improvement of value-added products

By using pyrethrums, insecticides should be developed as valne-
added products for export. Wattle bark should also be processed and

exported.
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(¢) Development of new materials

Potential use of plants (including natural and cultivated) for
odoriferous substance and coloung agents. lS strong in Kenya,
Accordingly, a survey for the developmem of natural odonfcrous
substances and coloring agents should be camed out throughout the

country.

2)  Chemical industry based on imported materials

The improving quality and reducmg COStS i v1ta] to compete with Asian and

European products in the PTA markes .

(a) Pbannaceuticai pr oducts mcludmg 1nJect10n, mfuswn, solutlons and

- vaccines should be diversified.

{b) Efforts should be made to expand -ahd divei‘s_ify value-added produ'cts

made of petrochemical intermediate products.

(c) Packing and packaging materials and design should be improved.

Improvement or development measures are shown in Table 6.2.5.

Table 6.2.5 Measures to Improve or Develop the Chemical Industry -

Existing Short-Term Mid-Term Long-Term ' .
Export Items (1-2 years) (3-5 years) (more than 5 years)- Remarks
- Pyrethrum System . E.x.port. :ncer.lt..lves
extract - Export financin
- Medicamenis P &
- Insecticides . Liberalization of I/L
- Wattle
. fgxtract Marketing | - Foreign market |- Expansion into new markets
oap information
- Batteries &
cells : ]
- Odoriferous Production | - Stable supply of | - Introduction of advanced technoiogy
substances . _
. raw materials
- Packing
materials elc.’ o
New Export Items « Dyestuff, pigfnem, medicament, disposable plastic sjfringe's,
: infusion solutions, ete. _
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(6) Metalworking Inidustry

) Prodqction in the metalworking industry primarily consists of steel
production, and the aluminium industry is becoming active at present.

2)  Value-added processing has an advantage in PTA countries and should be
improved and further expanded.

Improvement or development measures are shown in Table 6.2.6.

Table 6.2.6 Measures to Improve or Develop the Metalworking Industry

Existing . Short-Term Mid-Term Long-Term
Export Items - (1-2 years) (3-5 years) (more than 5 years) Remarks
| System - Export financing Industrial
issui association
. P :
rompt issuing /L. for materials should be
‘ : ' established
- Corrugated
sheets: -
. Wi_ﬂdow :
frames -
-I;;:;gchmg Marketing | - Foreign market - Development of new market for new
. Crown corks information products
Metal | | (espgcn_ai]y PTA) )
(:::tamers_ Production |+ Quality - Enforcement of - Enforcement of Conslruction
' improverment standardisation standardisation of EPZ
- Introduction of . Energy savings - Establishment of
“Press, drawing & integrated sieel
heat treatment industry
technotogy -
+ Standardization
New Export Iterhs - Auto parts; - Auto parts;
' ‘ - - Agricultural - Agricultural
tools; machinery parts;
- Metal - Metal
construction construction
materials; materials
- Cutlery &
kitchenwares;
- Keys & padiocks
glc.
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(7)  Petroleum Industry

This industry plays an tmportant role by meetmg domestic demand and in foreign
: exchange earnings. Joint ventures in this industry with foreign investors would
depend on demand and supply in the international petroleum marketplace.

(8) Tobacco Industry

Kenya's tobacco induslry' is primarily financed by foreign investors. ‘Even
though an international tendency for tobacco use is decimmg, foreign exchange
carnings can be expected by improved marketmg and quality,

(9) Pulp and Paper Industry

Taking into account limited forest resources, emphasis should be on qualitative

rather than quantitative improvement.

In addition, printing and related technology should be impr'oved'te support the
packing of export products, Furthermore, recycling of paper products should be
promoled to conserve natural resources. The use of sisal waste, bagasse and

bamboos should be promoted,
6.2.3 Export Premt)tion through the Development of Small- and Medium-Scztle Firms

Many export products manufactured by the mdusmes menttoned in Item 6 2.2 can be
produced and exported by small- and medium- scale firms. For’ example, there are
products in the agro-based, leather, ceramic, garment and textile, and metalworkmg
industries suitable for exportation,

As observed in the export expetiences of Asian couniries, in the initial stage of exp(il'té
led industrialisation, labour-intensive industries such as food- processing, leather

processing, textile and garments industries played an important role.

Kenya's ceramic and metal tablewares mdustry demonstrates a potentlat for smalt and
medium-scale production for import-substitution and export

Kenya's existing ceramics technoiogy can support development of small- and' medium-
scale firms, Further deve!'o'pment would effectively feste'r'expansion by Tocal

H-6-14



-entrepreneurs, have considerable impact on rural industrialisation and promote regional
development.

The effective development of small- and medium-scale firms should be properly

organised, supported technically and provided financial assistance by systematic
means,

6.3 Dévelopment of New Core Industries
6;3.1 Measures for Developmem of New Core Industries
The Study Team finally selected the six industries as new core industries™ compiled
-from the s’ixthNat_ionai Development Plan and from KNCC&I and KAM's choice of
core industries, (Refer to Fig. 6.3.1)
'N_e_w core iudastrie_s |
(i) Agro-basediar_ld_marine processing industry
(2) Textile and garment industry
(3) Chemical industry
(4) Metallurgical industry
(5) Metalworking industry
(6) Electric and electronics industry
Main measures for the development of new core industries are described below:
(1).  Agro-based and Marine Processing Industry

1). Agro;based products

| ‘The potential of agro-based products to lead exports should be improved by
the measures listed in Table 6.2.1. The maximum use of natural resources

and the discovery of other uses for plants.

*} The Study Team calls them rew core indusirics in order to distinguish them from the core industries designated in

the National Development Plan
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1eather

- Improved quality and secure, stable supplies of hides and skins.
- Diver;siﬁcatimi of leather 'préducts.

- Replacement of leather processing faci}ities.

Fishery products

- Rich fishery resources are located in the Indian Ocean and the lakes of
Kenya (such as Victoria Lake). The annual fish catch in the ocean
(7,600 t/y) was smaller than that of fish caught in lakes and rivers:
(130,000 t/y) in 1988, '

- Marine fisheries should be pro_motégi._ ‘Developing a pelagic fishery
would require substaniial investments in large fishin'g boats, doéking
facilities and large-sized coldsto‘rage facilities. The study team
recommends as a less expensive alternative, the development of an off-

shore ﬁshery for catching shrimp, octopus and shark.

- The problem of over ﬁshing is directly related to the resources available
in Victoria Lake; about 60-% of Kenya's fishery products are from
_caitches of Nile perch and tilapia. Because Kenya's territorial water in
Victoria Lake is only 5.8%, it is recommended that the feasibility of

aqua-culture and fish-farming in other iakcé_be e'xamined'. K

- The Government should provide financial assistance at favourable terms
-~ for installation of cold storage and transportation facilities.
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Existing export industries

(1) Agro-processing

Industry

() Textile and Garment

~ Industry

(3) Leather Industry

[(4) Non-Metal Mineral

Industry

(5) Chemical Indusiry

(6) Metalwork Industry

(7) Petroleum Industry -

(8) Tabacco Industry

{9) Pulp and Paper Industry -

(*) The 1ndustries_ which are reéarded as core industries by national policy
<o Core industries selected by'KNCC&I

M:  Core industries selected by KAM

Fig. 6.3.1

Core indusiries selected by
the Kenyan Government
and Industriat world

New core industries
in this Master Plan

(1) Agro-based and
Muarine Processing
Indusiry

(2) Textile and Garment

Agro-based Indusiry g\%_l
Marine and Fishery
Industry (M)
Textile and Garment ~ (C)
Industry 09))
Leather Industry EI(\:/I))
Non-Metal Mineral

- (©)

Industry

Fertilizer and Chemical (C)

Industry

Industry (M)

Pharmaceutical Industry (V)

Metallurgical industry

Construction Material

(3) Chemical Industry

(4)- Metallurgical Industry

e

Industry ©
Metalwork Tadustry gl(\:/i))

Telecommunications and

(5) Metaiwork Industry

(6) Electric and

Information Processing
Industry
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(2) Textile and Garment Industry

10

2

3)

Textile industry

. State-owned textile factories with modern facilities should be privatised
to vitalize the textile industry. :
- Finaricial support for investment in the iﬁstallati’oﬁ of new production

facilities should be prowded to 1mp|ove productwny in small- and

medium- scale firms.
- Linkage among manufacturers should be developed from the standpoint
of economic efficiency and iechnical development can be established

thmugh industrial estates. Proper anti-pollution measures such as the use
of joint wastewater (hsposal facilities should be introduced in the

_mdustnal estaies.

- Feasibility studies should be conducted in brde_r’ to develop the synthetic

fibres industry.
Garment

- Cooperative associations should be organised so as to receive financial
support from the government. |

- Model factories should be designa'ted' in order to widely circulate
management and production technology to other small- and medium-scale
firms. '

- Firms should be encouraged fo set up factories as MUBs or in EPZs.

Other considerations for the textile and garmen_t indljstry

- KIE should be vitalized to effectlvely develop the textlle and garment
industry.
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(3)

@

‘Chemical Industry

Chemical industry processing petrochemical intermediate products should be
“developed as a core industry.

: Factones manufactuung products such as dyestuffs and. pigments used in

textile papers plastics, paints, etc. should be established.

Medical products should be developed from agro-based products and plants.

Because this industry is mostly capital-intensive, foreign firms should be
invited to the EPZs.

Development and improvement of the packing and packaging should be for

- export promotion of processed foods,

- Model factories should be designated to establish a base for the improvement
of technology.

Metallurgical Industry

]

Imports of stee! materials increase year by year. The metallurgical industry
should be developed to increase foreign currency savings.

The metallurgical industry is a key industry supporting the metalworking
industry and should be developed as a concern of national interest.

The electric furnace capacity of Kenya is about 100,000 tonnes per year, while
steel production is 35,000 to 40,000 tonnes per year. A scrap-collecting

- system should be established for effective utilization of the present facilities

and equipment.

For a stable supply of steel scrap, the establishment of a ship breaking

business in Mombasa should be considered.

Im-6-19



(5) Metalworking Industry

- The metalworkmg mdustry is- one of the key industries in the plOdUCtl{)ll of

manufacturmg facilities, eqmpmem and spale parts.

- - This industry consists of two categories according to the use of products: steel
processing and motalworking. Steel processiog p'r'oduces finished goods stch
as hand tools, nails, screws, ‘cans and crawn corks. And me’ta'lworking
produces bearings, gears, spnngs and other parts for machmes Both
categories can be improved and expanded to meet domestic demand and
arkets in neighboring countries. A feasibility study of such expansion
should be conducted immediately.

- In addmon to improving and expandmg the present mdusmal acnvmes the
central workshops of the Kenya Rallways Corporanon should be open to
private industries as the country's technical centers, Essenttal functions such
as quality control, manufacturing technology and manpower development

should be taught in the centre.

- The shipyards in Mombasa should provide technical centres for the transfer of
technology (i.e., engmc reproductlon welding, plating, etc ) to small- and

medium-scale firms.

- A metalworking association should be established to strengthen private firms in

this industry.
(6) | Eleotric and Electronics Industry -'
- In general, it is dlfﬁcult to develop lhlS mdustry on a qhort term basis
- compared with other existing industries. But. repairing and reproducuon

techmques should be improved based on the expenence gamed from import-

substitute production.

IH-6-20



	PART I: CURRENT SITUATION FOR EXPORT PROMOTION AND DETERMINATION OF SUBJECTS WHICH SHOULD BE DEVELOPED OR IMPROVED
	CHAPTER 6. MANUFACTURING FIRMS
	6.2 Manufacturers Surveyed
	6.2.2 Characteristics of Manufacturers
	6.2.3 Management Features by Subsector
	6.2.4 Characteristics of Business Management

	6.3 Study of Potential Export Products and Types of Industries
	6.3.1 Basic Idea for the Study
	6.3.2 First Step: Study of Existing Export Products and Destinations
	6.3.3 Second Step: Review of Potential Export Items in Future
	6.3.4 Third Step: Designating the Types of Manufacturing and Subsectors

	6.4 Areas for Development and Improvement of Export Products
	6.4.1 Existing Export Industries
	6.4.2 Core Industries



	PART II MASTER PLAN FOR EXPORT PROMOTION
	CHAPTER 1 MAIN PREMISES FOR EXPORT PROMOTION
	CHAPTER 2 SYSTEMS FOR EXPORT PROMOTION
	2.1 Classification of the System
	2.2 Measures for Development and Improvement
	2.2.1 Solutions to Structural Problems in the Export Promotion System
	2.2.2 Integration of Export Promotion Measures
	2.2.3 Improvement of the Existing System


	CHAPTER 3 DEVELOPMENT OF ORGANISATION AND FUNCTION OF TRADE PROMOTION
	3.1 Background and Necessity
	3.2 Organisation and Function
	3.3 Benefits of Establishing TPO

	CHAPTER 4 EXPANSION AND STRENGTHENING OF INFORMATION SYSTEM
	4.1 Background and Necessity
	4.2 Enhancement of Collection, Classification and Filing of Data and Information
	4.2.1 Formation of Data Collection Base
	4.2.2 Improvement of Collection System for Data and Information about Individual Markets, Industries and Commodities
	4.2.3 Establishment of a Data and Information System

	4.3 Strengthening of Research and Analysis
	4.3.1 Establishment and Enhancement of Research Division
	4.3.2 Analysis of Countries which Successfully Promoted Exports

	4.4 Expansion and Strengthening of Information Service

	CHAPTER 5 EXPANTION AND STRENGTHENING OF TRADE CONSULTATION SERVICES, TRADE TRAINING AND PUBLIC RELATIONS AND EXHIBITIONS ACTIVITIES
	5.1 Background and Necessity
	5.2 Expansion and Improvement of Trade Consultation Services and Speed-up of Trade Procedures
	5.3 Expansion and Strengthening of Trade Training
	5.4 Expansion and Strengthening of Public Relations and Exhibitions

	CHAPTER 6 DEVELOPMENT OF EXPORT-ORIENTED INDUSTRIES
	6.1 Industrial Development Strategies
	6.1.1 Strategies for Expansion and Strengthening of Existing Export Industries
	6.1.2 Development Strategies of Core Industries
	6.1.3. Reinforcement of Small- and Medium-Scale Firms

	6.2 Improvement and Expansion of Existing Export Industries
	6.2.1 Existing Export Industries
	6.2.2 Improvement and Expansion Measures for the Industries
	6.2.3 Export Promotion through the Development of Small- and Medium-Scale Firms

	6.3 Development of New Core Industries
	6.3.1 Measures for Development of New Core Industries




