6.3.2 Selection of Leadirig Industries

The ideal sitvation would be that all of the foregoing new core industries be developed
equally and concurrently. A more practical policy is needed in view of the realities in

Kenya The Team considered that there is a fair chance for existing industries with the
basic technology to further develop.

In many other countries, specific industries have been intensively deveioped to lead
export promotlon Leading industries™ in Kenya should be selected from the foregoing -
new core industries in order 1o accelerate export promotion. According to the statistical
data obtained in Kenya, metallurgical and metalworking are not classified separately,
therefore these are regarded as one mdustry Thus the five new core industries are
‘evaluated according to the foliowing criteria. '

© Criteria for selection of leading industries
1) Number of firms
'2)  Number of employees

-3)  Output.
4) " Imports
5) - Exports -

6)  Technical leve!l of production
' '-7) Market outlook (domestic and forei'gﬁ markets)
- 8)  Expectation for development by Kenya's industries
(1) Consideration of the Number of Firms and Employees, and Qutput Trends

. The Team uscd the "STATISTICAL ABSTRACTS 1990" fo compare the number
of firms, the number of employees, and the output from 1984 to 1988 to analyse
the present scales and trends. The results of the analysis are as follows:

1) " The output of the nominated industries was calculated to be about 75% of

total manufacturing output in 1988.

-2} . The number of firms, the number of employees and the output increased,
The rate of increase is remarkable for the textile and garment and

metallurgical and metalworking industries.

*) The leading industries represent specific sectors of the new core industries.
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2)

3y

4)

The agro-based and marine processing industry continues to be the top
ranked mdustry in terms of number of firms, employees and output,

The output pex firm and per employee in the- chemlca] mdustry is'more than
other industries. The chemical mdustry is the most capital-intensive
industry, Conversely, the textile and garment industry- is the most labour-
intensive and has the most firms among the five new core industries, -

For details, refer to Figs. 6.3.2 through 6.3.5.

Consideration of Import and Export Trends

Trends of import and export by mdustry are summarized below. -Figures are
calculated according to constant 1984 prlces (For cletalls refer to Table 6.3.1.)
The annual real rate of increase in total imports is about 8%, while the annual real

rate of increase in total exports is as low as 1%.

1

2)

3)

4y

Chemical and metal products are the items imported in the largest anaounts,
and whose increase rates are also high. It appears that these industries have
not been well developed as import substitution industries.

The agro-based and marine processing indusiry is the largest export
industry.

There are few exports of electric and eléctronic products. -

" Metal, textile and garment products are those exported in less quantities, but

the rate of increase is the largest.
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Table 6.3.1  Exports and Imports of Products Related to New Core Industries
(1984-88%)
Emports Exports
Product Share in Annual rate of Sh.are H ‘Annuzt! rate of
Total Tmports Increase Total Exports Increase
o .(1988) (1984-88) {1933) {1984.88)
. Metal 6.8% 13% 0.5% 349
- Agro-based 1.8% % 11.7% 8%
- Textile 0.5% 0% 1.0% 33%
. 'Cher_nical 17.9% 19% 6.2% 3%
- Electric 2.4% 15% 0% 0%
Total - 8% - 1%
Number of Firms
+ 200 :
— e Metal
~==-= Agro
—-—-  Textile
N —--—  Chemical
S+ \1\50 === Electric

Output;
- (K£.Million)

Number of Employees

(in thousands)

Fig. “6.3.2 Conhparison of the Number of Firms, Employees and
the Gutput by Industry (1988)
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(3) . Consideration from Market Outlook-and Technical Leve! of Production
| D Agl'o-based and marine processing industry

(Markoi outiook)

Pioducts in this industry meet domestic demand and are expm ted constantly

to the EC. Expansnon of exports to ‘industrialized countries other than the

ECis anuclpated by strengthenmg marketing, and cr eatmg a reputation of

Kenya s products for foxctgn consumers.

(Pl oduction) -

This industry's technology is weH establlshed as compared w1th other'

industries. Since the raw materials are locally procured, stable oper&tlon is
relatively possible in this industry. However, valued-added 1mplovement is

needed through improvement in design and packmg matenals
2)  Textile and garment industry

(Market outlook)

Some garments are expoa ted to the EC and the u. S ‘Blankets are exported
to the PTA, but blanket exports have not been oxpanded to the EC because
of comparatively higher prices. If Kenya's garments are competitive with

other countries in quality and price, these exports will expand. Also,

domestic demand for synthetic fibers is expected to increase.

(Production)

Since this industry possessés the basic technology and facilities, the

possibility of becoming one of the leading industries is high. However, in

this industry, existing facﬂmes are old and the unstable supply of sparc

paris hinders operations. If foreign firms are invited fo set up factories in
the EPZs, or as MUB, production of synthetic fibers will be promoted.

3)  Chemical industry -

(Market outlook)

Major export products in this industry are pyrethrums, wattle bark, and

odoriferous substances, which are produced using locally produced

" materials, The products are exported mainly to industrial countries and the
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4)

5)

demand for these products will increase in the f uture. Major products for

- PFA countries and domestic use are insecticides, medicines, dry cells and

plastic products which are produced from imported materials. Demand for

these products wilt gradually rise.

(Production) .

Enterpriscs other than forcign affiliates and large corporations, have

‘difficulty in the procurement of raw materials and spare parts due to
. insufficient foreign currencies. The potential for the production of synthetic

fibers, cellophanes and plastics used as packing materials is based on a
stable material supply from the existing petroleum industry, but foreign

firms should be invited for further development of these products.

- Metallurgical and metalworking industry

(PTA market outlook)

The PTA countries, excluding Zimbabwe, are lagging behind in the
development of these industries. Because of this, Kenya exports steel
construction materials to the PTA countries. While the domestic demands
fqr steel materials have increased, Kenya imports more fhan 50% of its

- demand for steel materials.

(Metalworking production)

The metalworking industry possesses basic technology and production
facilities, so that diversification of metal products could prove easier than in

other industries. If materials are secured and mass prodﬁction is possible,

metalworking factories will be further developed.
Elebtric and electronics industry
(Market outlook)

Demand for electric and electronic products in Kenya and the PTA countries
has increased, but Kenya lags behind in exporting these products.

(Production)

Kenya relies on the completety knocked-down (CKD) production of foreign
firms at present. Local manufacturers should be encouraged to supply spare

parts to foreign firms.
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The key points are summarised below:

(a)-

(b)

(©)

@

©

There is an external narket primarily in the EC and PTA countries. If
Kenya develops 1ndustr1es that can compete with products 1mported from
the EC to PTA countries, these mdustrles could be developed as export-

oriented industries.

Basic technology is estabhshed at the five new cor¢ industries excluding
electric and electronics mdustry Since the chemtcal mdustly is a capitai-
intensive industry, foreign firms will continue to lead this mdustry.

The metallurgical and meta]workmg mdus!ry and electrlc and electromcs
industry_ are not meetmg domestic demand, -and, therefore, should be
developed and strengthened as soon as possible.

The textile and garment industry, and metgl'l'urgil_cal and metalworking
industry have basic industrial technology. Stable production of quality

 products should be promoted in these industries.

The chemical industry, and electric and electronics industry are the

subsectors which are the most difficult to develop with only Kenya-based
technology and capital. ' ' -

Core Industries Selected by Kenya's Industries

KNCC&! and KAM selected the following subsectors as the new core industries

D

Subsectors selected by KNCC & 1

(@ Agricultural and Agro-based Industries
(b) Fenrtilizer and Chemical Industries
(c) Leather Industry

(d) Textile and Garment Industry

(¢) Mineral Industry
(i, Metalworking Industry

(g) Building and Construction Materials Industries |
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2)  Subsectors selected by KAM .

(a) Fertilizer and'Chemical Industries
- (b)- 'Leather Industry
(¢) Pharmaceutical Industry
(d) * Metalworking Industry
(e) Marine and Fisheries Industries
() Agricultural and Agro-based Industries
(g) Textile and Garment Industries

(5 Overall Evaluation for Leading Industries

Table 6.3.2 shows the results of the above evaluation for the five subsectors.
 The evaluation level is divided into "A", "B", and "C"; a "+" mark is added for
- a higher evaluatlon, while a "-" mark is added for a lower evaluation. For
example an item evaluated with a "+" designation is closer to the next higher
rankmg than one designated with a "-"

“The overall evaluation indicates that the agro-based and marine processing
mdustry, the textile and garment mdustry, and the metallurgicai and metalworking
industry are ranked as "B (+)" or higher. However, the agro-based and marine
processing industry is already Kenya's leading industry.

The textile and garment industry and metallurgical and metalworking industry
itave been selected by the Team as leading industries.

Characteristics of the two sectors are as follows:
'1) Textile and garment industry

The creation of employment opportunities is a major task of the
Government. Most enterprises in this industry are small- and medium-
scale, labor-intensive firms. Because only small amounts of investment in
equipment and facilities is required, and the period of the investment
reééVéry is short, this industry is suitable to Kenya. Judging from the
experience of the Asian NIEs, this industry can be successfully promoted as

an export-oriented industry.
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2)

Metallurgical and imetalworking industry . -

This is a typical capitai goods industry that is ‘marked for intensive
development as outlined in the sixth National Developmem Plan. The
metallurgical and metalwonkmg industry supplies the necessaly paris and
spare parts’ to a country's manufactuting industries, and those basic
materials necessary for the development of a country 3 social infrastructure,
Simply stated, if this industry is not developed; the national economy will
not devetop. '

The Study Team found that steel consumption per capita closely correlates
with income per capita. For example, steel 'cohsumption per caf)ita. by
country in 1989 was: 754 kg for Japan, 576 kg for West Germany,
412 kg for the U.S.A., 304 kg for Britain, 25 kg'for India, 23 kg for
Zimbabwe, 8 kg for Kenya. (source: Steel Statistical Yearbook 1990.) -

Further study revealed that stee] consumption per capita-in other PTA
countries in 1989 was 0.5 to 2 kg, and most of the countries in the PTA lag
behind in the development of this industry compared to Kenya. If Kenya's

" industry is developed, economic and social advantages gamed from export

promotions will be realized.
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Table 6.3.2 * Evaluation Results of Leading Industries

: | R Agro- | 'Textile and . Me;;ﬂlurgical Electric &
. Ttem Evaluation Criteria based Garment | Chemical & Electronics
Metalworking
| Th - of fi -
Firms e n_umbe:_ of firms A B 91) i B(-) B C
' Increasing tendency B B o B (-} B (+) C
The number of
Employces | employees A B BO) B ¢
Inicreasing ter_ldéncy B B B B C
‘ Output . ' .
Ouput utpu A B() ﬂ-_B (+) B C
Increasing tendency B B B (+) B B
I .
Imports mports C ¢ A B B
Decreasing tendency A A C C C
Exports Exports A C(+) B B C+) Cc
Increasing fendency A A B A C
Current level of
Technical . -c_le,\{eiopment A ) A B B B
Level of :
. Linkage effect to other
Prpducﬂon industries B B B A C
i B A A B
Market Domestic . B ] o
outlook Foreign A B B B C
“{ Expectation in Kenya's Industry A A A A B
@erau evaluation A B+ B(-) B ) C

A: Good B: _:Fajr. ol Passable
(). a4 désignatioﬁ is closer to the next higher ranking.

(-) :  a{-)designation is closer to the next lower ranking.
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~CHAPTER 7 - COMMON FACTORS FOR IMPROVEMENT OF

INDUSTRIAL TECHNOLOGY

It is 1mperat1ve that firms manufacture products that meet market expectations in terms of type,
performance, price and guoantity. To this end, companies need equipment and factories to
anufaclme products based on adequate domestic and overseas market surveys,

Spemﬁcally, govemmental institutions, industrial associations, and manufacturers should work

together to stlengthen the four essential factors required for the i improvement of industrial
technology. These factors are:

T

(@) Improvement of industrial information services
- (b) Enforcement of standardisation :

(¢)  Introduction and promotion of quality control

(d) - Introduction of new technology

Improvement of Industrial Information Services

Generally, manufacturers base production and business strategies, such as modification

~of.product designs or types of products, on reliable and valid market information. This

requires manufacturers to collect and analyse domestic and overseas market information
to meet rapidly changing international and domestic markets.

- At present, however, industrial information is not efficiently obtained by Kenyan

manufacturers. Manufacturers need mechanisms for obtaining the industrial

information necessary for production activities. The manufacturers in the industrialized

- countries generally collect, exchange and channel industrial information through

industrial associations, trade groups and other organizations. Also, industrial
information about extensive domestic and overseas markets is collected by government

institutions and industry associations, and then provided to manufacturers via the

various types of communication medias.

- fn’principie, the systems of providing industrial information should be designed in

confdnnity to the situational needs of individual countries, such as business locations.

‘For t_his purpose, the fol_lowing steps sh_ould be taken.
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7.2

(1)

(2)

“KETA should pr’bvidc ihfbrmatibﬁ about external l_narkets-and ‘technology to

domestic industrial associations, and information on domestic industries o
organisations of other countries. TPC sheuld be reSpon‘sibl_c for this in the

future,

Information on domestic export-oriented industries and technology collected by
govel nmental institutions (KIRDI KBS) and industrial associations (KNCC&I
KAM), should be gathered, ‘analysed- and provwled by TPC to domestic or
external or, gamsanons While this will first have to be done by KETA, it should
be TPC's responsibility in the futute in order to increase efﬁcwnoy

Enforcement of Standardisation

)]

Economical production should conform to standardisation in order to facilitate:
(1) exchange of industriai mformatlon among manufacturers; (2) establishment
of production goals and confirmation of the: result;  (3) confirmation and
indication of quality for the procurement of materials; and (4) product sales. If
standardisation is enforced in Kenya, then the following results could be expected

from the country's industries and manufacturers:
1) - Standardisation of work drawings

Because appropriate work drawings are not availabie in many cases n
Kenya, the production is primarily accomplished by duplication. Lack of
technological information makes it difficult to produce a gquality product.

Standardisation will enable users 1) to put such information into work
drawings, 2) to confirm their production goals, and 3) to exchange their
technological information through inter-manufacturer linkage.

~2) -~ Measurement technology

The standardisation of measurement units such as weights and length, and
methodology will promote quality control and infer-inanufacturer linkage.
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3)  Development of standard parts

Standardisation enables the development of standard parts. Bolts, nuts, and
springs, which are used by many manufacturers, will be produced as
common parts allowing mass production and cost reductions.

4)  Standardisation of quality indication

The indication of quality based on the standardisation of products facilitates
commercial transactions at the materials procurement and product sales

stages. Suqh indication of quality enables consumers to use products in
proper manner,

(2) To promote wide-spread acceptance of standardisation requires implementation in
the following manner:

1) Educate students to fully understand the importance and significance of
standardisation in educational institutions such as universities and vocational
schools.

2y Conduct'guidance and enforcement activities regarding standardisation
through KBS and industrial associations.

3) Asajule, materials and products that are imported and exported shall abide

| by an internationally authorised industrial standards including International
Standards (IS). When Kenyan Industrial Standards (KIS) are used,
equivalent international standards shall also be used in combination.

7.3 Introduction and Promotion of Quality Control

_Imprt)v-emem of product quality is a major task for Kenya's manufacturers.
: _Achrdingly, pursuit of product-cost reductions as well as improvement of quality by
the manufacturers, requires the use of Quality Control (QC} in an carly stage of

production.

QC is used in all production processes to achieve consistent quality (with the specified

accuracy) according to production plans within desired costs.
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7.4

QC can be summarised as follows:

' Production Production: Standardisation
Process. .. Management )
Procurement of ' ' * Quality
materials suitable | . Purchasing { = =~
for products control + Quantity
Processing for ' » Production scheduling
manufacturing Process » Operation standard
‘products exactly | - o « Inspection standard
as indicated in the « Facility maintenance standard
drawing -~ ' « Tool management =
Check whether _ B
the products _ © ]« Quality
‘were produced as - | — Final ~ « Quantity
indicated inthe - | = inspection « Inspection standard
drawings

As shown above, seeking stabilisation and improvement of product quality requires
improvement not only in the production process, but in management as well,
Therefore, this needs to be taken into conisideration when KBS and industrial
associations provide guidance to the manufacturers regarding how to introduce QC.

Introduction of New T'echno!ogy '

In Kenya, there are industrics that have a high degree of technical development, and
industries that have a low degree of development. Particularly in the field of

‘metalworking, the production level varies. according to metal materials, shapes and

production VOIume In the case of Kenya, the followmg technolegy shiould be

~ introduced to respond to market needs.

(1) Material Processing Technology

In metalworking industry, material processing techﬁb]ogy is very important for
the provision of spare parts and for production of metal products. Establishment
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(3)

and support of manufacturers that specialise in metal processing is essential for

_ the indusiry to meet market needs,

Material processing technology is divided into the following:

1) . Casting

Excess metal should be reduced in order 10 increase the accuracy of the
finished products and reduce costs. For this purpose, introduction of a

moIdmg method and related technology suitable for Kenya's market is
~ mecessary.

2) Forging -

The technology for free forging, and mold forging for intermittent
production is established in Kenya. However, mold forging technology for
gor_ltinuous production is not yet established. In the future, it will be
necessary to introduce continuous forging technology (such -as forging
technology used in the production of materials for automobile parts).

Heat treatment

Heat treatment technology is necessary in order to improve the quality of metal
pfoducts. It is necessary to introduce the latest technology and facilities that are
found deficient by the market study in terms of material quality, size of product,
type of technology, etc.

‘Metal press (drawing processing)

Metai press technology that uses imported die sets is already established in
Kenya._ Development of new products through the introduction of drawing
technology should be proposed in the future. Drawing processing consists of

- spinning drawings (manual) and mold drawings; the former is not suited for mass

prod_uctidn, 'but the latter is suited for mass production, Tools and jigs that are

réquired‘ for the 'draWing processing depend on importation, and introduction of

productlon technology and facilities for tools and jigs should be pursued when

there are prospects for an expansion of market share.
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7.5

Integration of Industrial ‘Technology and-. Management Methodology

Improvement of the four factors: 1) quality control, 2) _onfo'rconicnt of standardisation,
3) introduction of new technotogy and 4) improvement of industrial information
services will stimulate industry in Kenya, an'd-wilt'lead.to becoming more
intérn'ationally competitive. These factors are strongly associated, and must be
.!mplemented together. Figure 7.4.1 demonstrates the relanonshlp of these factons

Improving
industrigl

informatiou
. Service

' introducihg

new
- technology

. Enforcement - |
of standardisation I
Y

Quality controf Ent'el:qﬁses'
activities
™
A \ Y

' Drawings Measurement Standa}dizaﬁon ,
A R preparation technology - of parts
_—‘ SRR JEE _ Finlep
PIOCGD‘—‘—‘J\. o manufactuser
_control ' ' : k linkage

Fig. 7.4.1  Relationship of Industrial Technology and Quality Control

The benefits from i_mplememing these factors togéther are as foliowé:

(1)  Manufacturers can facilitate plOducthl’l actlv:tles through a collectlon system of
1ndustnal information, Enforcement of standardlsauon comnbutes to the quality
control of manufacturers. At the same time, producuon of standard parts should
facilitate parts procurement and the reduct:on of costs ' :
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(2)

(3)

(4)

In metalworkmg, emelgencc of specialised manufacturers with new technology

leads to stable quality products,

- With enforcement of standardisation, manufacturers can exchange technical

1nf01mat10n qu;ckly Hence, if manufacturers have a stronger awareness

regarding funpl_:ons and costs of their products, inter-manufacturer linkage would
be promoted through specialisation of production.

.Manilfacturer_s cain_easily introduce QC as a result of the three factors discussed

and be better able to attain production goals.
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1.1

CHAPTER 1 ACTION PROGRAMMES FOR DEVELOPMENT OR

IMPROVEMENT OF THE EXPORT PROMOTION SYSTEM

Structural Problems in the Exporting System and Possible Solutions

The process for obtaining export approval consists of applying for an import license for
raw materials, obtaining export financing, applying for an export license, receiving
customs clearance and applying for compensation or duty refund. Snnphfymg the
plocedure at each stage minimizes the possibility of mlSllnderstandlng and misguidance
between officials and individuals and Can promote mutual frust between government
and mdustry represemauves

.The cooperation of the government and private sectors is necessary for the development

of Kenyas exportmg industries. This cooperation is based on mutual trust, the

_ _bu_ildmg of which reqm_res a concerted effort by the government. These efforts must be
 made at all levels of government, especially with those having direct contact with

private companies and individuals, Generally, the first contact that private individuals
and compames have with the government is at a government licensing office.
Government officials should efficiently carry out administrative duties while being
concerned for the needs of the individuals seeking licenses,

: Improvement in government license processing should be carried out in the following

inanner.
(1) - Clear Guidelines for Approval of Applications
The governm'ent offices in charge of approving applications should set clear
guldehnes for approval. They should also establish a system for notification of
reasons for disapproval,
(2) .Quick Processing of Documentation
1) Set time limits for processing by the government
"There are time limits set for license processing in EPZ and duty-exemption

import.applications. These time limits should also be applied to other
permission and approval processes. This will help reduce problems such as
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1.2

1.2.1

the need to submit duplicate applications, and will. allow applicants to.
arrange- business and producnon schedules beforehand sxgmﬁcant]y

reducing bu‘amess costs.
2)  Explain reasons if there isadelay

The 1elevant gove1 nment offices should be 1equued to explain the. reasons
for delaymg or denying EPZ and duty exemption applications. ThlS
requirement should also be app_h(,d to other export permission and appmva[

processes.
3y Clarify goﬁehiment responsibility
~ The government'sh_oul_'d claﬁfy which depaf_t_ménts are re$ponsib1q for
‘complaints and problems. It also should establish. an office for _pl"oin_'ptly'
handling complaints about the permis_sion' and appfova! processes.
Export Finance and Export Insurance System
Export Finance

The government of Kenya has established a blll redlscoummg scheme, under the
authority of the central bank, to meet the needs of pre-and post-shipment finance. The

scheme operates in the following manner.

The exporter, after entering into an agreement with a foreign firm, réceives a _le_ttemf
credit and orders materials from domestic and foreign suppliers. The exporter then
submits the necessary proof and documentation to a commercial bank and draws a bill
to obtain the required funds. o

The comme:mal bank recovers the funds paid to the cxporter and then the bill received
by the commercial bank is rediscounted by the central bank.

The central bank charges the commercial bank the preferential interest rate as the
rediscount rate. The commerc1a1 bank charges the redlscount interest rate plus its

commission to the exporter
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“The period-of the loan is from the time of request (when the loan is made to the
-exporter) until the export documents are negotiated over to the bank.

.Thg central hank subxjogates the credit from the commercial bank which was extended

to the exporter as the export financing. This schemeé has been a direct, effective
measure for providing export financing,

In contrast to export insurance, this is direct financing to commercial banks rather than
‘a guarantee against export risks which requires more fund. The central bank must
_provide the same-amourit of money as is loaned to the exporters. Increased exporting

w1ll increase demand for export financing, putting financial pressure on this scheme in-
the future. To avoid over- commitment, export fmancmg in the future should be

- provided by commercial banks and guaranteed by export insurance.

Once the export insurance scheme comes into force, it is expected that the role of the
bill rediscount scheme will gradually be taken over by the export insurance scheme.

Export Insu:anée

Ex'poft insurance compensates for losses from export transactions incurred when it
becomes ;mposmble for an exporter, as a result of i 1mport prohibition at the destination,
tarlff hike or the bankruptcy of the importer, to carry out a contract to export products

~ orcollect expoﬂ proceeds. These losses are not covered by ordinary insurance (marine

insurance and other damage insurances).

_An export insur ance scheme must be established as soon as possible to allow banks to

finance exporters and to adequately cover risks to the exporters. The govermment must

fully understand expon insurance, investigate the financial status of foreign customers,

rate customers and set up a government organisation (such as a department or agency)

.'responsxble for the administration of the insurance scheme. It is estimated that about
three years wﬂl be qumred for the establishment of the exporl insurance scheme.

(O Geheral Export Insurance - (Coverage for Exporters)

| N Tﬁié'iﬁsufance mainly compensates losses when exports cannot be shipped but
also covers political risks after shipment. This GEI is applied in the following

two cases.
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1)  When shipmen't beco:ncs impossible after an export.contract goes-into effec
due to import restricli'on by the government of destination, restriction of
foreign exchange {ransactions, war, re'Volution, civil war (political risks) or
bankruptcy and unilateral cancellation of a contract by the other party inan

export contract (commercial risks).

2)  When payment from an export cainot be collected after an export contract
goes into effect due to the political risks described above. -

“The period covered by an expor't contract can be illustrated as follows:

" Coliection of _
Export L/C o export
contract . arrival Shipment - proceeds .

} } ] - } B
1 ¥ T T >

Political risk
Commercial risk

Political risk

(2) Export Bill Insurance - (Coverage for Banks)

Originally, this insurance was intended for D/P (documem"agains{paymém) and
D/A (document agamst acceptance) transactions whlch are not supported by letters
of credit, and covered the risk of a bill of exchange drawn by an exporter not
honored after it was purchased by a foreign exchange bank. With the increased
global credit uncertainty in recent years, this insurance now covers cases where
letters of credit are not confirmed by third party ba_nks by a letter of credit

transaction.
In other words, it now includes bills of exchange drawn for collectlon of export

proceeds and compensates losses mcurred by purchasmg banks as a result of the
non-payment of bills at matunly due to political or commercial risks.
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The period covered by the insurance is as folows:

Bill of Collection
. Export exchange of export
- contract Shipment  drawn " proceeds

4 2
) ¥ }

¥

Export Fir_lance. Insurance - (Coverage for Banks)

Export finance insurance covers bank losses mcurred when collection of pre-
shipment finance extended to domestic exporters or manufacturers becomes
lmpowbie

' General msmance and export bill insurance provide coverage for cases where
export proceeds are not collected due to mrcumstances of the party or destination

country of an export. Export ﬁnance insurance compensates losses incurred by

the financing banks when domestic exporters or manufacturers fail to repay loans

due to bankruptcy oF other circumstances. This insurance provides incentives to
finance exporters and manufacturets.

The term of this insurance coverage is the same as the period of the loan.

1.2.3 Implementation of the Export Insurance Scheme

The export insurance scheme should be implemented in three stages.

(1)

'Stgage_l (first and second year): Establishment of an Export Insurance

Commission (provisional name)

An Ekport Insurance Commission must be established as the government
organisation (department or agency responsible for the scheme) with
representatives from pertinent organisations including the MOF, MOC and
Central Bank, The commission will plan and develop the expoft insurance
écheme, and after establishing the scheme it will serve as a monitoring body. The
folloWing requirements are necessary for the establishment of this scheme.
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)

3

Preparation of legislation bills

The export insurance scheme is fo be administered by the 'govemment
Budgetary measures. and leglshhve measures will be 1equued for the
establishment of relevant depeu tments, The Expmt Insurance Commlsswn
will be respon31ble for writing legislation for establishment of responsible

departments and for the export insurance scheme.
Creation of a fund for the establishment of the scheme

It will be necessary to create a fund $0 that the scheme can become self-

_sustaining. The money for this fund will have to mmally come from the

general budget. After establishment of the fund, the ‘export insurance

~ scheme will be operated from the interest paid on the fund and the premiums

charged 1o beneﬁcxanes There is debate as to the amount of this fund, the

~ amount of forelgn exports and the number of government ofﬁelals Tequired

for this scheme For reference, an example of the Japan Export Insurance
lesmn in 1950 is gwen below The exports covered under export
insurance at that time were not more than 1% of the value of total exports.

Example of Japan Export Insurance Division in 1950

(Unit: ene thousand US dollais)

Export Textile ' | Machinery | . | -Agricul- .
o and and | Chemical | wreand | Other Totel
: garments | metals o fisheries
o alue of 206093 | 144982 | 7210 | 34582 | 71650 | 554517
Xporis ‘ . ST
E#Port ' . o Y -
Insurance Fund 8,330 (eqewalem to three thousand eu!llon yen)
Number of
officials at the
Export o
Tnsurance 30 (persons)
Division

Selecting and training officials

Preparation and implementation of the scheme require that delegates be
selected and sent to countries with working insurance schemes to facilitate
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5)

- the education and training of government officials. Experts from other

countries can be invited to come to Kenya.

An example of such scheme in another country is the ECGD (Export Credit
Guarantee Department) system, introduced after the passages of the export

insurance legislation in Japan in 1950 in place of the previous system. The

Republic of Korea and Taiwan also initiated schemes similar to the present

- Japanese scheme, with little modification.

Formulation of administration policies

Kenya must decide whether to operate the scheme under the direct:
administration of the government or consign its operation to private

insurance companies and barks.

At present, HERMES in Germany is the only case where the operaiion is
consigned to the private sector. In the U.S., the Republic of Korea and

- Taiwan, the respective schemes are operated by the countries' Export
- Import Banks. Other countries administer schemies under direct government

control,

‘The final responsibility of funding for the scheme rests with the government
regardless of the type of administration.

Establishing the organisation

‘Before the scheme is implemented, the department in charge of posting '

personnel must be decided. Within that department, general affairs and
accounting divisions are necessary in addition to a division for operations to
allow it to be self-supporting. The organisation will be as follows:

— Planning, research — Establishment of premium rates
and insurance policies, credit
investigation, planning of new
insurance

Administration —| Accounting, general
affairs

— Operation —— Execution of insurance operation

n-1-7



1.3

(2) Stage 11 (second to fourth year): - Implementation of Export Insurance Scheme

As mentioned above, insurance shall be limited to three 'types-duri'ng its initia}

stage:

- General export-insurance
- Export bill insurance
- Export financing insurance .

Export insurance is used to cover losses from political or commercial risks arising
in the destination country, It also offers assurances to banks that have extended
export financing to exporters and manufacturers.  To successfully do this, it is
important that the insurance organisation be required to. accumulate relevant
financial data and information regarding the companies and countries of the expot
destinations and credit worthiness of exporters and manufactures i in Kenya.

' “The scheme should also séek credit information and other legitimate business data
from Kénya‘s financial community, Since the newly established organisation will
start of f with few data of its O\I\rn,'it is important't_olrutiiize credit rating system of
the banking industry for political and commercial risks.

The existing bill rediscount scheme should be. incorporated into the export

insurance scheme when feasible.

(3) Stage III (fifth year onward): Expansion of the Schemé
As the amounti and types of exporls increase, the scheme should be extended to
cope with the increase. Possible changes include expanding the types of exports

covered, creating new forms of insurance and collecting more information and
data. '

EXpansion of the Covérage of Export Prometion System to MUB and
Trading Houses u

(1) Manufacturing Under Bond (MUB)

Although MUB manufacturers are given duty-free status on the import of raw
materials from overseas, the only domestm proculement beneflt given is an
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exemption from paying VAT, Purchases of domestic materials by MUB
manufacturers should be allowed the same privileges as for export processing
zones (EPZs). This change should be done as soon as possible.

MUB manufactures should also be allowed to sel excess producté (manafactured

| products above what they are able to export) domestically following the same
procedure as allowed for EPZg.

(2) . Trading Houses

- _Th;: current duty-exemption scheme provides benefits mainly to manufacturers.
In line with the goal of promoting exports, the export promotion system should
be extended to all exporters, including trading houses, unless there is a conflict

- with national objectives.

The éxport business does not have to be carried out by only manufacturers. One
firm cannot meet all the requirements of information, funds, and human
Tesources. The expansion of coverage of the promotion system would help foster
specialised trading houses. This policy should be implemented as soon as
possible. '

Encouragement of Trading Houses

Trading houses differ from manufacturers expotting their own praducts. Not requiring
production facilities, trading houses are often smaller in scale. A trading company

profits from the buying and selling of products, and is not limited to a specific type or

quantity of products. On the other hand, manufacturers profit from the sale of
products based on the production process and export sales. Although this seems to
increase profits per product, it also limits a company to selling its own products that
generally are limited in variety and quantity.

' 'Tfading houses play a substantial role in fostering trade. Encouraging the development

of trading houses will increase cxports. Trading houses are not directly engaged in
production activities. But because profits of a trading company are determined by the
goods it procures and sells, these companies exert considerable influence on the

- production process. Dependent on the successful sales of products, trading houses
- attempts to procure quality products. When unable to acquire competitive products
. domestically, they will look to foreign producers. This will compel domestic
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1.5.1

manufacturers to make a tough choice between producing competitive products and

losing profit opportunities.

Trading houses can be described as necessary mtermedtary agents in the free market
system. In the free market mechanisim, tradmg houses should not be constrained by
policies that run contrary to the principles that guide the conduct of free trade. A major
cause of unplausible performance by govelnment ~controlled trading-houses is the
temptation for government entities to str lctly adhere to pohmes that comradlct frée trade

pnnmples A trading house is successful when it finds sultable products and market

conditions exist that promote prof:table gconomic exchanges Trading houses do not
function as the manufacturers.of products or determine economic conditions. But,
trading houses through the expansmn of trade transactions, can 1emfou,e a self-
perpetuating manufacturing systém that stlmulates mcwased demand for ploducnon and
the export sales of quality products. For this reason tradmg houses. play an extremely

important role in trade expansion.

Kenya has a few trading houses specialiéing in horticultural prod_ucts which are _thﬁ"viﬁg

economically; And the Kenya National Trading Corporation (KNTC) primarily exports
coffee and tea. For this reason, the Study Team strdngly believes that other trédihg
houses could be developed as extensions from Kenya's existing import firms. These
companies have potential as exporters if Kenya's export industry were further
developed. In order to stimulate export growth and development, the government
needs to ensure a sound trade environment that will suppon the efforts and activities of
trading compames For this purpose, the following guidelines shouid be considered:

(1) Abolition of priv.ileged trading practices (for example cotton trading).

(2) - Application of all export incentives (import licences,: tax cxelnptioris, export
financing, etc.) to trading firms. '

Smail- and Medium-Scale Firms Finance

Forming Manufacturing Groups of Sm_al!n and Medium-Scale Finhé;

"Although the promotion of small- and medium-scale firms issignificaﬁt for industrial

development, it is difficult to provide export incentives (e.g: financing, technical
assistance) to individual companies because of the. differences in the kind of business,
credit worthiness and technical capabilities of each. Designing a program that would be
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umversq}ly apphed to all companies would prove inefficient and buxcaucrancally

_ 1mpOSSIble to manage. And, in many cases, individual companies could not benefit
“substantiaily from such broad incentives.

A method must be employed that enables the govel nment to provide beneficial help to

~small- and medium- scale firms. For ming manufacturing groups would best serve this

purpose. By forming groups, small- and medium-scale firms can derive the following;
obtain bank loans by offering joint collateral; bécome eligible for government subsidies;
increased likelihood of obtaining new investments; the extension of joint business

“ventures; technological improvement through information exchange; and, joint

1.5.2

mar_ke_ting' and purchasing.

Promoting the-formation of manufacturing groups is the most effective measure for

* financing the requirements of small- and medium-sized firms, and as ameans by which

these compames can expand market share when competing with large firms that have
an advantage in terms of quality, price and reputation.

Implemema_tidn
(1) Study and Preparation Stage (first G third years)
1) St'udy of industry aimed at formations of groups

The government should study each industry and subsector and locate those
areas most likely to benefit from the formation of groups. Likely candidates
“are found in an industry and subsector where there are many small- and
medium-scale firms producing similar products for comparable markets. It
should be pointed out that potential conflicts of interests among member
firms are a problem that must be addressed and resolved at the beginning.

2)  Organisation of a joint investigation team

" The government should organize a joint investigation team which includes
members from the private sector to study the likelihood of forming business
groups.  The team should be sent to other countries which are successfully
managing such business groups to investigate operational conditions with

an emphasis on the following subjects: .
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3)

“{a) Fmancml condmons

(b) chal structures
(c) Croup m’umgement and functional characteustlcs _

Establishment of a government body and preparation of financgi'ng

(a) Divisions specialising in group financing should be es.tablished in
ICDC, 1DB and KIE. ' -

~(b) A special government_organisation should be established to provide

 guidance and financing that promotes the development of groups made
up of small- and medium-scale firm groups.

(¢) Requests for loans (two-step loans) to donor countries to secure

financial resources.

(2) Tmplementation Stage (third to fifth years)

B

2)

Graniing of corporate status to groups

The government should use the existing cooperatwe law or establish a new
Trade Federation Law (prov;sxonal title), and grant corporate status to the
business groups. The government should require mandatory registration of
groups that solicit government benefits.

Once groups are formed and corporate status is obtained, groups will
require administrative guidance and structures to mediate 'amo'ﬁg member
firms, and to undertake joint activities such as“purchasing, sales and
financing. Spécialised trading firms within these groups may originate at
this de#elopmental stage. B

Invitation of experts

Experts should be invited to provide guidance during the promotion of

group formation. The government organisation bearing the responsibility
for providing financial assistance to groups -will . require technical
information and the appropriate expertise to fulfill its functions. Since
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4).

3)

6)

funding is a key component to any successful group formation, providing
assistance before financing is in place would prove ineffective,

Creating modet groups -

Industrial associations such as KNCC&I and KAM should be strengthened
for effective promotion of group formation. Both associations should work

closely with financial institutiosis to creats model groups within selected
industries,

Implementing group financing

-Once an eligible industry and a business group is designated, financing

should be implemented in accordance with the given financial guidelines of
those financial institutions.

Expanding eligibility

Once model groups are successfully operating within the system, a gradual
expansion of indus'ti'y- eligibility should be considered after careful
discussion between the government, KNCC&I, KAM and other industrial
associations.

Expanding group activities

Groups should expand activities to include intra-group inspection and
development functions and the ability to obtain financing for technical
improvement such as establishment of joint factories and the renovation of

existing facilities.

1.5.3 Positive Effects of Group Formation

o

2)

-3

‘Financial capacity is increased overall,
Joint purchases and sales reduces overall costs to groups.

Standardisation of products helps achieve uniform quality and strengthens market

 position.
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1.7

(4) Group marketing efforts improves an industry's ability to meet the demands of

export markets.

s A subcontractmg systcm will ultlmately be promoted wuhm the group, whlch in

turn, helps establish more advanced speuahsatlon '

(6) Dissemination and expansion of business groups leads to 'inera'll'impr_ovément of
the status' and technical capability of small- and medium-scale firms, and
establishes closer business links among firms.

Foreign Exchange Retention Scheme for Exporters

Promoting exports requires establishment of a foreign exchange retention scheme for
exporfers. Forelgn exchange retentlon allows exporters to retain a portion of export
revenue in foreign currency. (This portion should be less than 5%). This system
provides exporters with benefits as mentioned below:

(1) Exporters can make more business trips abroad.

(2) Foreign currency held by exporters can finance capital improvement and allow
repayment of medium-term oans regardless of domestic inflation. '

(3) Foreign currency may be used for other trade benefits that generate additional
profits and lead to increased export activities.

Streamlined Customs Procedures

Customs is not part of the expori promotion system, but is_a'n:agenéy for monitoring
and controlling imports and exports. However, poor customs operations will reduce
the effectiveness of the export promotion system. The introduction of schemes such as
manufacturer under bond, export processing zones, duty exempnons and- duty
drawbacks, will further complicate Customs' operations. '

In order to promoie fair and consistent enforcement- of the laws and regulations

governing imports and exports, customs must be carefully supervised. The procedures
for clearing customs should be simplified, and export processing handled smoothly.
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“This requires improved technology and strict controls

.- The use of computers and

special software applications will improve the accuracy and speed of processing.

Implementation Schedule for Improvement and Development of the
Export Promotion System

Suggesuons conccmmg actions for improvement and development of the exporl

Copr omonon system are listed in Fig. 1.9.1.
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CHAPTER 2 ACTION PROGRAMMES FOR DEVELOPMENT OF TRADE
PROMOTION ORGRANISATION AND FUNCTIONS

It is pmposed to establish the "Supreme Trade Council” and the comprehensive "Trade
Promotion Organisation”, the necessity and purpose of which have been described in the
Master Plan.

It is also proposed to establish facilities equipped with an economic and trade information
centre, trade training rooms, rooms for handling trade enquiries, counseling rooms, a
showroom and an event hall for various functions of the Trade Promotion Organisation., The
functions of the Trade Promotion Organisation include the collection, analysis and provision of
~ information, handling trade enquiries, and carrying out training on trade, public relations and
‘holding or participating in exhibitions.

The above measures will be realized in the following way.
2.1 First Stage:  Supreme Trade Council and Preparatory Secretariat Office

(1) Strengthening the Export Promotion Functions of KETA, KIBT, KNCC&I,
"KAM, etc.

- When sirengthening these functions, efforts should be made for each organisation
“to specialise in certain functions as much as possibie, as in the example below:

 KETA . . Collecting, analysing and providing information
Handling trade enquiries
Participating in exhibitions abroad

KNCC&I Holding exhibitions in Kenya
Handling trade enquirtes
Marketing '

KAM | Holding seminars and business talks

KIBT * Operating training courses on trade
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(2)

Duting this initial period, cooperation among each organisation should be

maintained as a means to establish the Trade Promotion Organisation.

Establishment of Supreme Trade COuncii

- The pohmes and systems for export plomonon should be drawn up, dehberated

and decided accordmgly on the premises of the cooperatnon between pubhc and
private sectors and the econoimic demo_cratizatlon It is suggested that the
Supreme Trade Council (STC) be established under the cooper__ahon between the
government officials and the top leaders of private sector, as a supreme advisory

organ to the Government.

1) STC should formuiate the strategy for export promotion.:

2)  Immediately practicable decisions should be put into practice by the relevant
ministries and governmental organisations. : '

'3) Since policy deliberations needs sufficient data and i_nfc')rmation; the STC

Secretariat should be under the direct jurisdiction of STC. _

. There is the Jomt Induqtnal and Commercial Consultatwc Commlttee (JICC) asa

comimittee having a sumlm member structure. The JICC serves as the moderator
where government officials and the top leaders of pnvate companies can discuss
possible objections to changing conditions in the industry and economy. The
STC's activities are different from the JICC's activities. waever,' the transitory

~ measure allows that members are added'in.the‘ JICC, and the JICC is then

operated with the same activities as the STC.
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- The members of the Supreme Trade Council would be as follows:

Vice President
Minister of Finance
Minister of Agriculture
Minister of Commerce
Minister of Industry _
Minister of Planning and National Development
Chairman of the Central Bank
Heads of Various Boards
- Chairman of Trade Promotion Organisation
Chairman of KNCC&I
Chairman of KAM
Appointed experts and academics

(3) Setting up a preparatory secretariat office for the establishment of the Trade
Promotion Organisation

The prop_ossd secretariat should make preparations for the establishment of the
Trade Promotion Organisation.

2.2  Second Stage: The Trade Promotion Organisation (TPO)

(1) Establishment of the Trade Promotion Organisation

The trade promotion.funct_ions of KETA, KIBT, KNCC&I, KAM, etc. should be
itaken over by the Trade Promotion Organisation.

Collecting, analysing and providing
information _

Handling trade enquiries
Participating in exhibitions abroad

- KETA

Holding exhibitions in Kenya
Handling trade enquirics

.'KNCC & 1 | Marketing

' —\ | Trade Promotion
Holding seminars and business talks ﬁ\ Organisation (TPO)

KAM

1 Operating training courses on trade

KIBT
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1)

2)

3)

4)

3)

6)

7)

8)

Cost'of administrating and implementing activities would be financed by the
government, interest from the Trade Promotion Organisation Fund and
contributions from beneficiaries of the various services of the Trade

Promotion Organisation.

The fund would be estalilished with contributions from the government,
private sector institutions and private companies.
A steering committee would be set up to advise on managing pohcles and

plans.

1t is desirable for the committee to be composed of _f)eoplg with a deep

knowledge of the economy and trade frpm trade related ministries,
government agencies and the private sector including KNCC&T and KAM.

Establishment of overseas offices would be considered in the future.

Anq influential person from the private sector who has sufficient knoWledge
of trade and international business would be appointed the chairman of the
Trade Promotion Organisation. '

()rg:misationalj chart (Refer to Fig. 2.3.4) applies to the inaugural period of
the Trade Promotion Organisation. As the organisation expands its

activities, more people would be employed accordingly. o

Activities of the orgamsatmn would include all the export promotion
activities stated in Chapters three and four

Although the Trade Promotion Organisation is a not-for-profit organisation,
principle of payment by beneficiaries would be introduced.

The Supreme Trade Council Secretariat -could :moQé into the Trade
Promotion Organisation. Refer to Plan B in Fig. 2.3.1.
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- (2)

" Establishment of a Network

. A domestic network should be set up to develop broad-based support for export

- promotion activit.ies. A network with various organisations abroad should be

expanded step by step to consolidate relations with them, Refer to Fig, 2.3.3.

:2,3 Third Stage: Establishment of Trade Promotion Centre (TPC)

K0

e

Facilities to house the Trade Promotion Organisation should be set up.

Provisionally called the TPC (Trade Promotion Centre), the facilities should be
equipped with an economic and trade information centre, offices for handling

-trade enquiries and counselling on trade, a showroom and an event hall. The
TPC would be useful for both exporters in Kenya and importers from foreign
_countries. Also, this, would give Kenya its first permanent exhibition hall where

Kenyan export products could be displayed. Such an exhibition hall would be of

-~ use to importers from other countries and would create business opportunities for

Kenyan exporters. Meanwhile, the Ministry of Finance, Ministry of Commerce,
Central Bank, Customs House, etc., can set up branch offices.in the TPC, to help
accelerate the enhancement and coordination of export procedures.

Once the above facilities are in place, Trade Promotion Organisation will move the
entire operations into the TPC.
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(Plan A)

Government  fe-— " Supreme Trade Council

“Supreme 'Trade Coungcil
‘Secretariat

-
e e m st R T e -—-——

Trade Promotion Ol'gahisation

Chairman

Steering Committee

Vice Chairman

|

Adminiétraﬁve ‘Division Project Division
General Affairs Dept. ' _ Economic and Trade Infonnanon Dept.
Planning and Coordination Dept. Trade Services Dept.

Business Training Dept.
* Public Relations and Trade Fairs Dept.

Fig. 2.3.1  Supreme Trade Council and Trade Promotion Organisation (Plan A)
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(Plan B)

]_’Govemment : Supreme Trade Council

L
'

1
Al
i

Trade Promotion Organisation

Chairman - | Supreme Trade Council
Secretariat

Steering Committee

Vice Chairman

Administrative Division - Project Division
- General Affairs Dept. * Economic and Trade Information Dept.
Planning and Coordination Dept. Trade Services Dept.
' ' Business Training Dept.
Public Relations and Trade Fairs Dept.

Fig, 2.3.2  Supreme Trade Council and Trade Promotion Organisation (Plan B)
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I Government Institutions Related to Export Promotion

———“*%J ACP Seéretariat '

ECA, OAU
Kenya's Embassies i _Trade Promotion Trade :'Pr‘:’(?“?tiOF‘ Organisations
and Consulates Abroad Qrganisation in Major Export Market
1 ' PTA Secretariat and |:

0vemea§ Offices oi_" Trflde I + PTA Countries

_Promotion Qrganisation
ITC, WIC .

| International Chamber of Commerce

[ ]

l_ KNCC&] - [ KAM i . Boards .| Foreign Trade Promotion
— -] Organisations in Kenya
Branches Branches

 Fig.2.3.3  Network for Trade Promotion.-
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Departments

—

Function

Number of personnel

Generél Affairs Dept. General affairs and persbnnel 2 persons
Budget and accounting 2 persons
Miscellaneous 2 persons
Planning a:l’id . Planning and Steering 3 persons
Coordination Dept.
S _ Committee secretariat
Fconomic and Trade Data management 10 persons
Information Dept.
= Research and analysis 20 persons
Information service 5 persons
Publications 10 persons
Trade Services Dept. Improvement of export products 6 persons
Trade enquiry S persons .
- Trade counselling 4 persons
Dispatch of missions 3 persons
Business Training Dept. Export practices 8'persons '
Staff training 2 persons
_ Export product improvement 3 persons
Public Relations and Public relations 7 persons
Trade Fairs Dept. i
' " Overseas exhibitions 5 persons
Domestic exhibitions 6 persons
Total 103 persons

- Fig. 2.3.4  Trade Promotion Organisation Personnel
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. First sla'g'e. ' 2nd stage - 3xd stage

Action Programme (in 1-2 years) (3-5 years) (more :t}_lan 5 years)

Strengthening export pfoniotion _
functions of KETA, KIBT, O Sl
KNCC&I, KAM, etc.

Setting up Supreme Trade Council O—m- L o

Setting up Preparatory Secretariat

Establishment of the Trade - . ' ' R
Promotion Organisation : & . -
Establishment of Network ' ' o e S

Fig. 2.3.5 Action Programme for Deveiop’mém of Trade Promotion Organisation

2.4 Establishment and Operation of TPC
2.4.1 OQOutline of TPC

In order to run TPC in an effective and smooth manner, the following space for

mémagement and administration is required.
(1) Management and Administration
Office space is as follows

1)  Chairman
2)  Meeting room
3)  Office rooms for the.st'aff of
-~ General affairs, planning and coordination
- Economic and trade information
- Trade scrvices
- Business training
- Public relations and trade fairs

- 1I-2-10



(2) Information

1) Information network room

2)  Trade library (Economic Trade Information Centre)
(3)  Trade Enquiries

1) Consultation corner
2) ° Reception room for trade missions

(4) Public Relations and Exhibition

1) Permanent exhibition hall (indoor and outdoor)
2)  Eventhall
' 3)  International business lounge

(5) Trade Training
1 Training room

2)  Lecture/Seminar/Conference room
3)  Instructor's office

(6) - Others
1) Branch offices of trade related organisations

For the convenience of trading businessmen, the following branch offices
of related agencies are located in TPC.

(@) MOF

by MOC

(c) Central Bank
(d)  Customs
(e) KNCC&I
(H KAM

- 2) Dining room

IH-2-11



3}  Auxiliary facilities

(a) Storage

(b) Secretarial office
(¢) Teakitchen

(d) Worker's room
{e) Kiosk

(H  Guardman's room
() Firstaid room

Facilities and space necessary for TPC are shown in Table 2.4.1.
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Table 2.4.1

Estimates for Facitities and Spaces for TPC

C. !nsfructofs Office

R N R
‘_ﬁ_—l«lﬁmctmn.s L M_%_ Space (mg)
1. Management & Administration 660 _8 g5
Office ¢ Chairman 25-35
* Meeting room (2) 35-50
* Office rooms (approx. 110 persons) 600 - 800
¢ General affairs/planning &
coordination
 FHeonomic & Trade Information
* Trade Services
* Business Train'ing
+ Public Relations & Trade Fairs
2. - Information 930 - 1,050
[.A. Information Network 180 - 200
B. Economic Trade 750 - 830
Information Centie
3. ‘Trade Enquiries 90 - 120
Trade Consultation + Consultation comer 20 -39
 Reception room for trade mission 70-90
(30-35 persons)
4." Public R'glation and Exhibition 3,225- 3,650
A. Event Hall * Im x Im x 60 ~ 100 booths 60 - 100
» Circulation 30-50
B. Permanent Exhibition Hall 3,000 - 3,300
with the spot sale corner
C. International Business Business meeting corner 100 - 150
L
ounge Meeting rooms (2-3) 35-50
5. Trade 'I'ra.ini:_rlg 430 - 550
. | A. Training Room 3 rooms 130 - 180
o ' (25-30 petsons)
" 150 persons 250-300
1B. Seminar Lecture
" Conference
' 3 rooms 50-70
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Functions Faci!i_ties. ' ~ Space (%)
6. Others o 1,160 1590 |
A. Branch Offices of » MOF 35-45 |
Organisations . MOC ' '35'_, 45 '
+ Central Bank 3545
» Customs | 35- 45 |
« KNCC&I 3545
. KAM 35-45
+ Main dining 350 - 400
B Dining Room + Cafeteria 80- 100
+ Kitchen 130 - 160 |
: » Storage for exhibi_tion, _ 200 - 400
C. Auxiliary Facilities « Secretarial office (2-3 rooms) ..  50 - 70
« Teakitchen | 30 - 40
+ Worker's room - 50 - 60
+ Kiosk | 15-25
« Guardman's room 15.25
+ First aid room 30-40

Sub-Total

6,495 - 7,845

(20% - 25% of total space)

1,620 -1,960

5. Space for Circulation & Supporting Facilities

Total

8,115 - 9,805

(7

(8)

Outdoor Exhibition: 800 m2 - 1,000 m?

Parking Area: 12,000 m2 - 18,000 m2

It is essential to have a carpark which is large enough to accommodate visitors’

cars in the event of an exhibition, Carpark for the scale of 400 - 600 cars is

desirable.
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Reguired Land Area

Necessary area for the facilities stated above, depending on structural type, and in

- ‘aeldition, taking into consideration garden space, etc., is between 2.5 ha and 3.5 -
. ha. '

2.4.2 Construction Condition

M

@

Site Lo_c:ation

- At present there are four ¢andidate sites for TPC. Slte No. 1 is on the way to

Jomo Kenyatta alrpmt and the other three sites are lomted within the city of
.Nalroin (Refer to Fig. 2.3, 2) '

" 'The area of site NO 1'is 8 ha, and owned by KNCC & 1. The site has been

registered for an exhibition purpose at the physical planmng department of the

- Land Office. Slte No. I was surveyed by the Study Team.

Location of the other three sites are:

_ Site No. 2 Westlands
Sit_e No. 3 Nairobi South 'C'
Site'No, 4 Hurlingham

However, no specific plot is available for these three sites al present.

~Accordingly only general comments can be made, i.e., these three sites are

advantagebus in terms of their proximity to the City centre of Nairobi, but
difficulty may arise in securing a large scale carpark in these sites.

Dev_elepment Plan of the surrounding area .

o Re'gerding candidate site No. 1, the future deveiopmeht of the surrounding area

has been studied. Site No. 1 is situated at the junction of Mombasa road and
Airport road, at the turn off to the air- fre:ght section at Jomo Kenyatta Airport. At
present there is very little development in the surrounding arca. Most of the area

~ is vacant. However, many future developments are planned according to the

physical planning department of the Land office.
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In general the 'n(')rthem part of the site is mainly. planned for res'idential'use
including hospital, commumty centre schools matket, pohce station and etc,,
while the southern part of the site is pIanned for industrial use. Flg 2. 3 2 shows
the future development plan of the surrounding arca. '
2.4.3 Estimate of Construction Cost
Estimates of construction cost and as'sufhed conditions are as f_olllows.
(1)  Assumed Conditions of Eéti:‘na’t_e
1) Construction Cost
Construction cost was estimated 'dépéndihg on the dOCuments:Shown below:
@)  Current Construction Cost by Ministry of Public Works (Sept. 1990)
b) Constmcnon Cost by Local Engineering Consu}tant
c) Construction Cost by Local Contractor
d)  Construction Cost by LP.C.
(2) Estimate of unit Construction Cost

1) Unit Construction Cost

A unit construction cost was estimated applying the itemized unit costs
“obtained from said documents. : : o

* The results of estimation were summed up as follows:
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Architecture

14,000 Ksh/m?
Mechanical 4,000 "
Electrical 2,000 "
A:  Sub Total 20,000 Ksh/m2
Contingency 5% 1,000 "
O. H. and profit 15% 3,000 "
B:  Sub Total 4,000 Ksh/im2
Total (A + B) 24,000 Ksh/m?

However, taking into consideration cost inflation depending on contract
with contractor(s) and type of the contract, unit construction cost is

proposed to be approx. Ksh 36,000/m?2.

2)  Estimate of Constriiction Cost

The minimum estimate of the total construction cost is approx. Ksh 292
million based on the required minimum area of facilities multiplied by the
above unit cost, however a budget of approx. Ksh 353 millions is
recommended taking into consideration an area larger than the minimum.

2.4.4 Estimate of Tfade Activity Expenditure for TPO and Operat'ion Cost for TPC

(1) Estimate of Salaries and Wages

-Trade activity expenditure and operation cost for TPC are separately estimated -
after and before completion of TPC based on the constant price at the year 1991.

1) _Numbefdf Staff

_ Required staff for operation of TPC consisting of mainly six sections are as

follows:’
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2)

TPO

Estimate of Salaries and Wages

Required annual salaries and wages are estimated as follows.

@

(b)

Ksh 7,000/masn. month x 12 months x 86 pérsons
= Ksh 6,720,000

CI-2-20

__TPC
‘(a) Officers B ' 115 'pérsohs ' 12‘0.persons'
(b) Secretaries, Typists, Drivers, etc. R 30 béi’s'loné _30.pcj:rsons
7 Toml L 145 p'e:r's'ons 150 p‘efsons

rl"PO
a) Officers: _
Ksh 13 OOOIman month x 12 months X ”0 persons
=Ksh 3, 120000 |
b) Assistants officers: N
Ksh 'I0,000/man.-lnonth x 12 months x 45 persons
= Ksh 5,400,000
c)' Secretanes etc.:
Ksh 7 OOOIman month x 12 months x 80 pursons
= Ksh 6,720,000
TPC
a) Ofﬂcers _
Ksh 13,000/man. month x 12 momhs X 20 persons
= Ksh 3,120,000
b) Assmtams ofﬁcers _
Ksh 10,000/man. month x 12 months x 50 persons_- '
= Ksh 6,000,000
¢} Secretaries, etc.:



(2)  Estimate of Expenditures for Information System

Expenditures for information system are estimated as follows.

1) - Collection of data

2).

3)

(@)

(b)

Trade and economic information (international organisation, regions
and countries).

Specific information (directories, products information periodicals)

Total : - Ksh 400,000

Economic and trade research

- (a)

(b)

Market rescarch (international economic and trade trends, Africa and

- Middle East, Asja and Oceania, Burope and America, USSR and

Eastern Europe).

Commodity research (traditional export products, non-traditional
export products)

Total: Ksh 2,840,000

Information services

(2)

(b)

Selective dissemination of information (open seminars for
commaodities and markets, report sessions on the situation)

Publication (Trade News, Kenya Export News)

Total : Ksh 895,000

(3) Estimate of Expenditures for Trade Activities

Expenditutes for trade activities based on their contents are estimated as follows.
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1)  Trade enquiry
@ .'Pubhshmg of enqulry news . o _
(b) Publishing of trade duectory (complhng and amnall costs)l
(c)' Preparation of general catalogue for export commodities
(d) Remunerations for consulting activities by external experts _
Total: Ksh 2,030,000
2)  Trade consultation service '
(a) Dispatéhing missions (o_ffiCialS' fravel expenses, expenses for Official
events, public relation’s expenses, a-part of travel expenses for

participants, etc.)

(b) Recewmg missions (expenses for busmess negotiations, recepnons

etc.)
(¢} Expenses for seminafs, léctﬁres, mafkét fép_ortings, etc..-
Total: th 7,506,006
3) Improving the quaiity of export products

(a) Collection of overseas samples
(b) Collection of overseas catalogues

Total: Ksh 1,350,000
4)  Trade training activities

(a) Remunerations for lecturers (trade practices, export marketing, staff

training, training for quality improvement)
{b) Preparation of teaching materials (ditto)

" Total: Ksh 1,700,000
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5) Participation in overseas exhibitions and trade fairs
{(a) Space fee (advanced and PTA countries)
(Ib) Travel expenscs (dispatching staff)
(¢) Advertisement
(d) Setting up booths and others
Total: Ksh 9,080,000
6) Holding tra&e fairs in Kenya
Total: Ksh 2,340,000
08 Public relations activities

(a) Public relations materials of Kenya's export industry (publishing and
~airmail expenses)

(b) Paxﬁphlets for specific industry (ditto)
© - (c¢) - Advertisement
“Total: Ksh '5;6.90,000
(4) General Administration Expenses

General administration expenses are operating expenses as indirect expenses for

trade activities.
1)  Operating expenditure
(a) Management and administration expenses

Management and administration cost is assumed to be Ksh 160,000
/month referring to the performance records of KETA, KNCC & I,
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(3

(b)

©

KIBT and KICC., 'Majop expenses are consisting of the foliowing
items, '

- Stationery and prihting '

- Postage and telephone

- Legal fee

- Travelling

- Seminars

- Motor vehicle expense, etc.

Utilities expenses

Annual expcnses for unhtles such as hghtmg, and water are assumed
to be Ksh 20 /m2,

Maintenance and repairs expenses

Annual maintenance and repairs expenses for maintenance of TPC are
sumed up at 1.5% of mechanical and electrical works cost.

Estimate of Revenue

Estimate of revenue for TPO and TPC is also based on the performance records
of KNCC & I, KIBT, KICC and Sarit Centre. Revenue items are as follows.

1) Revenue from TPO activities

(a)

(b)

©

(d)

- Trade training: -

300 trainees x Ksh 2,000 = Ksh 600, 000

Overseas trade fair:
6 times x 10 firms x Ksh 15 000 = Ksh 900,000

Seminars, efc.: ' ,
24 times x 30 participants x Ksh 100 = Ksh 72, 000

Publicationé, etc.:
Ksh 380,000
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(Sales | Ksh 500 x 500 copies = Ksh 250,000)
(Advertisement fee :  Ksh 130,000)

~2)  Revenue from TPC operations

(a) permanent exhibition:
100 booths x Ksh 5,000 p.a. = Ksh 500,000

(b) Domestic trade fair:
3 x Ksh 750,000 = Ksh 2,250,000

{©) Others_: Conference hall, tenant, etc.
Ksh 298,000

(6) Estimate of Annual Expenditure and Revenue

Annual revemie and expendlture for TPO and TPC is est1mated on the basis of the.
piecondmons stated above and KETA annual budgel (Development and Recurrent
Net Budget for FY 1990/91) to be appropriated as upto now (Refer to
Table 2.4.2).

As a conclusion of the. estimate, the balance of revenue and expenditure is to be
approx. Ksh 28.3 million in the stage of TPO and approx. Ksh 27.2 million in
the stage of TPC as shortage of budget.

Study of Operational Fund Resources

‘Possible measures to overcome annual shoriage are assumed as follows.

: 1). ~ National Budget

'Required annual expense equivalem to shortage will be borne by national

treasury
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2) ' Establishment of Trade Prorsotion Fund -
Trade promotion fund contributed from public and private sectors is to be
established and T PO and TPC will be constantly operated by the bank
~ interest of the deposntq

2.4.5 Implementation Schedule of TPC

The implementation schedule of TPC is shown in Table 2.4.3.

mM-2-26



" Table 2.4.2

Estimates of Annual Expenditures and Revenies for TPO and TPC
{Constant Price at 1991)

Unit: Ksh 000)

E.  Grand Total
L"_'*m

Ttems ) TPO TPC Remarks
_i\_'. Expendltures L B 51,457 53,385
1) Salaries and Wages 15,240 15880 | Refer to ltem
a) Offices 3,120 a0 | MO
b) Assistants officers 5400 6,000
-'¢) Secretaries, efc. 6,720 6720
] 2) Expenditures for information system 4,135 4,135 Refer to lem
- a) Col]ecuon of data 400 ' 400 ' | 2.4.4(2)
b) Economic and Trade Research 2,840 2,840
| _ o [nformation Seivices 895 395
3) Expenditures for Trade Acﬁvities 29,690 29,690 Refer to {tem
a) Enqmry Informanon Service 2,030 2,030 2440)
. :b) Irﬂde Consultation Servace _ 7,500 7,500
Q) Improvement of Quﬂhty fer Export produets 1,350 1,350
& Trade Tralnmg Activities - 1,700 1,700
&) Parhmpatmn in Overseas Exhxbmons and
" Trade Fairs 9,080 0,080
f) _Holding Domestic Trade Fairs 2,340 2,340
g) Public Relations 5,690 5,690
4) Operating Expenditure 2,392 3,720 Refer to ltem
a) Menageinent and Administration Expenses 1,920 1,920 2'474(4)
b) Uti:liti:es Expenses 200 200
_©) Maintenance and Repairs Expenses 272 1,600
B. Revenues ' 1,952 5,000
2) Trade Tréining Activities I 600 600 }Zlifzr( ;c)) Ttem
b) Overseas Trade Falr 900 900
¢ Lettures, etc. [ 12
) :Publlcauons, elc. 380 380
e Permanent Exhlbltion - 500
f) ’Demesuc Trade Fair - 2,250
g). Others (conference hall, tenant, etc.) - 298
C Total (B - A) . -49,505 -48,385
D‘. KETA Budget 21,159 21,159 Net budget
-28,346 ~21,226
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CHAPTER 3 ACTION PROGRAMMES FOR INFORMATION SYSTEM

3'1.

3.1.1

Systematisation of Data and Information Collection

Systematisation of information collection is necessary to ensuse. both the precision and
timeliness of economic and trade information of Kenya and foreign couniries. It is
necessary to set up systematised data section in the new TPO and take the following

neasures.

Establishment and Management of Data Collection Committee (Tentative Name)

“A data collection commiitee composed of people actually engaged in trade, trade and

economic policy-makers and experts in Kenya and, if possible, specialists related to
trade promotion in foreign couniries should be organised to draw up a policy on the

collection of data and information to satisfy needs inside and outside of the country.

(1) -Inthe first stage, the basic policy should be formulated. In formutating the basic
- policy, emphasis should be placed on coordinated collection activities in the short,
medinm and long term, classified by market and subject.

(2) Inthe second stage, basic data should be coliected. In the collection of basic data,
emphasis should be placed on the coilection of directories and data related to
trade, production and marketing directly useful for the promotion of exports to

main customer countries.

(3) Inacollection plan for each fiscal year, consideration should be paid that all of the
traditional export products, new export products and potential export products are

~covered,
Organisations, Regions and Countries Targeted for Collection

(i) International Organisations: Emphasis should be placed on systems, laws,

statutes, treaties & agreement, statistics and annual reports.

1)  United Nations

. Economic and Social Council (ECOSOC)
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- United Nations Conference on Trade and Development (UNCTAD).
2)  Specialised Agencies of the United Nations

- International MOnetai'y Fund (1MF§

- World Bank (IBRD, IDA and IFC) . _

- General Agreement ont Tariffs and Trade (GATI‘) ‘

~ Food and Agricultural Organisation of the Umted_Nations (FAOQ) -

- United Nations Industrial Development Organisation (UNIDO), eic. |

3) Regional Organisations

- Lome Convention; European Commumty (EC) -~ the African, Caribbean
and Pacific (ACP) . _ o o -
- United Nations Economic Commlssxon on Afrlca (ECA)
- Or_gamsanon for ECODOH_HC Coopcratmn and Development ((_)ECD)
. Bank for International Settlements (BIS). |
- International Chamber of Commerce (ICO)
- World Trade Centre Associati{_)h (WTCA), etc.

(2) Regions and Countries: Emphasis should be placed on systems, laws, statutes,
treaties & agreements, directories, tariff schedules, statistics, marketing reports

and economic reports.
1) Afica

- Orgamsatlon for African Umty (OAD) -

- Preferential Trade Area for East and Southem African States (PTA)
- African Development Bank (AfDB)

_ African Dcvelopment Fuind (AfDP)

- Other regional orgamsanons

- Individual Countries

2)  Asiaand Oceania
- Association of South-East Asian Nations (_ASEAN). :

- Asian Newly Industrialised Economies (Asian NIEs)
- Asian Development Bank (AsDB)
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- Other regional organisations
- Individnal Countries

3) Middle East

- Arab League
- Arab fund for Economic and Social Development (AFESD)
© - Arab Monetary Fund (AMF)
- Other regional organisations
- Individual Countries

. 4) Europe

European Community (EC)
European Development Fund (EDF)
Other regional organisations
Individual Countries

1

5}  North and South America
- Organisation of American States (OAS) .
- Sistema Economico Latino-Americano (SELA)
- Latin Ammerican Free Trade Association (LAFTA)
- Other regional organisations
- Individual Countries

6)  Soviet Union and Eastern Eurbpe
- Individual Countries

3.1.3 Data and Information to be Collected and Classified by Subjects
(1)  General Information

1) General

- .Laws, Statutes, Treaties and Agreements

- International Situation
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2)

3

4)

5) .

Reference Books ,
Foreign Trade Pract;ces, Procedures .

Economy

1

Fconomic Conditions and National A'ccounting B

Public Finance, Taxation, Economic Pohcy and ECOIIO]THL Development
Finance; Banks and Insurance - ‘ ' 7

Consumiption, Living Condmons, Prices and Wages

Industry

Industrial Policies, Industrial S'itoation and Structure

Production of Individual Types of Industry

Location of Industry and Industrial Complekes_- o

Industrial Standards, Food Standards and Safety Standards.
Industrial Design, Industrial Technology and Industrial Property

Infrastructure

_Transport and Communications (Systems, Laws and Reguiatiohs_, Ports
and Marine Transport, Land Transport an Alr Transport)

Construction

Energy

Foreign Trade

Foreign Trade Structure, Foreign Trade Classified by Country and
Commodity : P

Foreign Trade Policies and Reguiation's, -Tiade and- Monctary
Agreements, Treaties - _ ' .

Foreign Trade Promotion Measures

Foreign Trends in International COmmoditi'es

Foreign Trade Finance :

Customs Duty and Tariff Schedules -

Free Trade Zones, Export Processing Zone _

Export Insurance, Export Inspectioﬁ and Foreign Exchange

Foreign Trade Procedures, Claims and Arbitration -~ |
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- 6) Commerce and Marketing
- Industrial Marketing
- Market Research Reports
- Pricing Policy
- Trends in D_ema_nd and Consumption

- Distribution System, Agents, Wholesaling and Retailing

- Quality Control, Design, Packaging and Labelling, Advertising and
Public Relations

- Warchouses
'. (2) " Speciﬁc Information
| D D_ire;:torie's, Facsimile and Telephone Directories
‘Classified by Countries and Industries
~2)  Product Information
- | Peﬁodicais Classified According to Type of Industry and Product
"~ Catalogues and Price Lists
- Samples
3 | Company Information
- Annual Reports and Company Profiles
4) T;adc Enquiries

. Classified According to Type of Industry, Product, Country and
Company
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3.1.4 Method of Collection

(1) Foreign Data and Information

1)

2)

Collection within the country

'Requests for the most up- ~-dated data catalogue should be made to

international organisations, embassies: and other dlpiomanc offices of
foreign natlons and trade pr omohon orgamsauons of foreign counmes 0
Nairobi. At the same time, requests should be made for the donation of

necessary economic and trade data.

As for pay publications, orders should be placed at local book stores or
agents or publishers in foreign countries after consideration by the data
collection committee. ”

Collection outside the country .

Kenya's diplomatic representation in foreign countries should collect fariff

- schedules, directorics, marketing research reports and other important

statistical data not for sale, government publications and data.on le_'gislation.
They should also make efforts to obtain free materials published by

economic and industry organisations.

(2) Domestic Data and Information

b

2

General information

Basic data and information about Kenya's economy, industry, trade and

distribution should be collected and up-dated every vear.

Specific information

All the directories pubhshed in Kenya should be collected Informatlon
about products and firms should be collected through the full cooperatlon of
the KNCC&I, the KAM, and the Industry and Commerce Developr.ﬂem :
Corporation, as We_ll_ as export-related ﬁims'.'
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In particular, catalogues carrying product names, usage, raw materials and

prices should be collected as the latest product information on Kenya for
f01e1gn buyers,

3.1.5 Classiﬁcation and Management of Data and Infonnation

Py
T3

(1) A l]bxary spemahsmg in economy and trade should appzopnateiy classify (make a

(3)

~card catalogue), arrange and file the collected data and information. Specialist

librarians should be hired for the smooth and quick fumishing of materials as well

- as ﬁhng and selectmg the data and information on a daily basis.

Concerning classiﬁca{ion, the materials should be divided into the following six
categories: 1) Books, 2) Reference books, 3) Directories, 4) Statistics, 5)
Magazines and Newspapers, and 6) Tariff schedules.

Based on the characteristics of each group, the materials should.then be further
breken down according to the main subjects for each region or country.

M_anagement of the data involves daily task of revising, filing, arranging card
catalogues, making labels and replacing data. Priority should be given to increase

the number of personnel to match the increase in the volume of data.

With regard to specific information, the offices of the trade services department

- should manage the data and information to provide to foreign buyers.

_'E'xpansion and Improvement of Research Function

Research on overseas markets and commodities for export expansion should be

- -stréngtheried simultaneously with the systematisation of data and information collection

stated in the previous paragraph.

As a means of 'eXpanding and improving research, it can be suggested that the

researchers work in-a same room rather than in their own rooms. A research done by a
number of persons would enable more effective organised analysis.
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3.2.1 Expansion and Improvement of Economic and Trade Research Sector

Aneconomic and trade research sector should be made up of experts who havé studied
the trends of foreign markets and products, admlmstxatwe offmals m charge of
economic and trade matters; and persons who have had ﬁrst-hand experience in trade
business. A market section and an industry & commodlty sectxon should be set up
within the dwmon, with the former mamly keepmg up-to-date with the
internationalisation of the economy and the trends in export markets, and the latier

specialising in the analysis of demand and supply and the upgrading of products. Both
sections should work to make available to exporters the resulis of their research.

(1) Main Subjects and Methods of the Market Research Section -
1)  Subjects of research
(a) Analysis of international economy and foreign trade trénds_ :

Influence of worldwide changes, international contlicts and wars

-on Kenya,

Economic and forcign trade systems and policies of international
and regional organisations.

(b) Analysis of markets in Africa and the Middle East
Economic and foreign trade systems and policies and tfcnds in trade
for each regional organisation (in pariicular, the PTA and SADCC).

Current situation and future outlook regarding industrialisation
through import substitution in Kenya's neighboring countries and
export-oriented industrialisation. '

Economic situation of individual countries

Progress of restructunng plans, trends in mdustry and the current
situation and future outltook regardmg deveiopment plallS
(transportation and communications, in particuiar).
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+ Foreign trade sitation of individual countries
Trends of exports and imports classified by countries, outline of
foreign trade classified by country and commodity, trade policies,
distribution, the current situation of trade with Kenya, any possible

obstacles to expanding trade with Kenya and ways of overcoming
them. '

(c) Analysis of markets in Asia and'(}ceénia

Current situation and future outlook regarding common trade
policies of ASEAN and Asian NIEs.

Economic situation of individual countries

Trends in supply and demand classified by type of industry,
encouraging export industries and export processing zone, the
current. situation and future outlook regarding export-oriented
industrialisation and the company behavior in main industries.

- The foreign trade sitvation of individual countries
Qutline of foreign trade classified by country and commodity,
export promotion measures (history, current sitvation and future
outlock), the current situation of trade with Kenya, any possible
obstacles to expanding trade with Kenya and ways of overcoming

them.

Current situation and future outlook regarding Japan's import

promotion of products produced in developing countries.
-(d) . Analysis of markets in Europe and America

The Lome Convention between the EC and the ACP and its
implementation.

Progress of EC market integration and its effects on Kenya.

-Common foreign trade policies of regional organisations
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. Economic situation of individual countries
Dcmand and supply trends classified by types of mdustry, external
economlc policy, industrial cooperation with developing nations
(economic cooperation and investment trends), situation of

distribution and consumer behavior.

l"oreign trade situation of mdlvxdual countries

Outline of foreign trade clasmfaed by country and commodlty,'
foreign trade policy aimed at developmg countries, any possible
obstacles to expanding trade with Kenya and ways of overcoming

them.
Analysis of markets in the Soviet Union and Eastern Europe

Effects of structural changes in the Soviet Union ‘and Eastern

Europe on African and Kenya's economy.

. Economic and foreign trade situation of foreign countries -
Outline of foreign trade classified by country and commodity,
foreign trade policy toward dev‘elop'ing countries, any possible
-obstacles to expanding trade with Kenya and'ways of overcoming

them.

2)  Methods of research -

(a).

(b)

International situation

It is necessary to analyse the news obtained from newspapers,
magazines, TV and various kinds of reports. A joint analysn; should
be made by experts in the fields of international politics, the economy
and foreign trade, | '

Intemational organisations
Close ties should be maintained with participants in trade-related

conferences held in Kenya, with an emphasis to be placed on the
analysis of original materials. | o
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(c) - Regional and country-by-country trends
Desk surveys should be carried out on a daily basis based on
- materials and information provided by experts in the economies and

industries of the specified countries/regions.

Information should be obtained from foreign embassies and forcign
trade promotion organisations located in Nairobi.

Local reports concerning economic, foreign trade and political
movements should be obtained each month from Kenya's

cominercial attaches stationed abroad. . -

Local on-the-spot surveys should be conducted as necessary by the
supervisors of the market research section.

+ In the medium and long term, existing data should be used to create
a data base classified according to country and subject.

(2) Main Subjects and Methods of the Industry and Commodity Reseafch Section
1)  Subjects of research
(a) Analysis of trends of traditional export products

Trends in international commodity markets
Situation regarding competition with Kenya's products
Producis made by Asian NIEs and industrialised countries in Africa
(Zimbabwe, Nigeria, Cte d'Ivoire, etc.)

- Potential for creating new markets for Kenya's strategic products

(claésiﬁed by primary products, semi-finished goods and industrial
products)
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3.3

2)

(b)

(©)

Analysis of trends of non-traditional export products

Mal‘kctillg research into promising export products (élassified by
. primary products, semi-finished goods and industrial products)

Subjects for marketing rescarch.'
Neéds of'conéilmers and potential consumers in specified cduntry
Distribution system and sales promotion
Market shares

Prices, quality and delivery schedules

Methods of research

(a)

(b)

(©)

(d)

Experts in the. specified product area, others with extensive _kn'owledge
of the specified market, and product research section supervisors
should analysé-irlfbrmation published by the International Trade
Centre (ITC) and indusiry associations throughout the world and
prepare reports summarising theifﬁhdings.

Information obtained from: foreign embassies and foreign trade
promotion organisations in Nairobi should be analysed and the results

summarised in reports.

Kenya's commercial attaches stationed around the world should
conduct local surveys.

When necessary, third-party market research organisations and
companies should be hired to conduct surveys. |

Expansion and Strengthening of Information Service

It s important for export promotion that information obtained by the data section and
analysed by the research section be supplied accuratély and pr'omp'tly' to Kenya's
export-related enterprises. At the'same time, it is also important to provide appropriate
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data and information to both existing and potential importing countries of Kenya's

~ products. At the first- -stage, task of the information service section, therefore, should

make preparations for carrying out the following activities --- 1) the provnslon of data
and information; and 2) the publication of magazines and books related to the economy

:and trade. In order to provide information, it is necessar y to maintain cooperation

L among the research section, public relations and trade failg department and trade service

3.3.1

department,

Provision of Data and Information

{1} Reference Service

1D

2)

Provision of data and information concerning the economy and foreign trade
_ classified by markets (regions and countries)

Initially, the service should start with a staff of two persons, one in charge.
of the markets of advanced_countries and the other in charge of the markets

of developing countries. It is desirable to add five more reference staff

members within two years, one each in charge of international

organisations, Africa and the Middle East, Asia and Oceania, Evrope and

America, and the Soviet Union and Eastern Europe, respectively.

Provision of data and information classified by commodity
Initially, the service should start with two reference staff members, or one

each for traditional and non-traditional export products, respectively. Staff
numbers should be increased as exports expand.

(2) Library Service

.1)

~ Service for general users

A system should be created for the active and effective utilisation of
collected and classified data by firms, traders and users. For this purpose, a

“corner should be set up for reading in the library of the trade promotion

. organisation,
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- 2).

Copying sexvice is necessary. Users should pay for the copying service,
Utilization by government officials and TPO's staff -

A material lending system should be set up for officials of ministries,
govemment agencies and TPO, for the effective utilization of the collected

data.

The maximum lending penod shou]d be fixed accmdmg to the categones of
the materials. An applopuate system for lendmg maierials should be
established to facnhtate prompt responses to requests for data by users.

Maferiais : Ma}dm?f: i&ggﬁg‘ _ period
Books and Reports - . 2
Siatiéii_és _ 1
Newspapers and Magazines o 1

The lending of tariff schedules and directories should be banned in
principle, and limited to library reading.

(3) Selective Dissemination of Information

1)

2)

‘Open seminars for commodities and markets

Results of trend analysis by the research section should be made pubhc ona
regular basis.

Seminars on the overseas situation

Economic and trade missions or diplomats (ambassadors, councilors,

* commercial attaches, etc.) dispatched overseas should actively report on the
* situation in the fore‘ign countries upon retu'm home. '

The seminars mentioned above should be held in cooperation with the trade
services department,
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332 Strcngthe.ning'o_f Publication Activities

* (1) . Regular publications

@)

3)

i

"Trade News"
“Trade News" should be published. This Trade News carries trade
enquiries. sent from various foreign countries to the trade services
depar_tment. It should be issued bi-weekly at the initial stage, and
~subsequently should be issued weekly, and then daily.
"‘Kénya Export News"
For improving the contents of "Kenya Export News , results of studles and
analyses made by the research section, and reports and articles on trade and
other business for export promotion should be published in Kenya Fxport
News 1mmed1dtely
3)  Yearly up-dating of directories
Up-dating of currently issued directories should be speeded up. Efforts
should be made to carry out yearly up-dating at an early stage.

Marketing Reports

Marketing research teports classified by product item should be published.

Catalogues

Product catalogues should be issued for exhibitions, trade fairs and permanent

.exhibition hall.

In the futare, mail order catalogues should be sent to foreign buyers.
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3.4 Estimate of Expenditure for Information System -

The annual expenditure estimate in 1992 for strengthening KETA's information system

/is shown in Table 3.4.1.

This figure is almost 0.5% of the budget allotted for JETRO's informaiion system. -

Table 3.4.1 Estimates of Annual Expenditure for Information System of KETA

Ksh
1. Collection of Daté 400,000
(1) Foreign Trade and Economic Information. 240,000
.1).. 'In'tema,t_iqnal‘ Organisation ._ L L o ZQ@Q
2) = Regions and Countries | ' - o ,2_2,9_,_(_)_(_)_@
Afiica - 40,000

Asia & Ocenia - 40,000
Middle East : B 30,000
Europe : _ o ' N -~ 50,000
.North and South America : T 40,000
Soviet Union and Eastern Europe o ' o | _ | 20,000
@) s_pe(:iﬁc Information : | 160,000
1) Directories B 100,000
2)  Products Information Periodicals ' 60,600
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2. Economic and Foreign trade Research | 2,840,000

(1) Market Research 1.120.00
1) International Economic and Foreign trade Trenids 100,000
« Influence of worldwide changes on Kenya : 50,000

* Economic and foreign trade systems and policies of
international and regional organisations ' 50,000

2)  Africa and Middle East 270,000

+ Economic and _foreign trade systems and policies and trends
12,000 x 10 = 120,000 120,000

-+ Current situation and future outlook regarding
industrialisation in Kenya's neighboring countries

20,000 x 5 = 100,000 100,000

» Economic and foreign trade situation
10,000 x 5 = 50,000 50,000
3)  Asiaand Oceania 340,000

» Current situation 'regarding common foreign trade policies
of ASEAM and Asian NIEs 50,000

-« Economic and foreign trade situation _
15,000 x 6 = 90,000 90,000

« Export promotion measures
40,000 x 5 = 200,000 _ 200,000

+ Current situation regarding Japan's import promotion of
~ Kenya's products Free
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4)  Eutope and America - Yo e -27_0,0{3Q

+ Lome Convention and its implementétidn_ o .. 10,000
+ Progress of EC market intégfation and its effectsonKenya =~ = 30,000
« Common foreign trade policies of regional organisations 10,'000

» Economic and foreign trade situation

20,000 x 10 = 200,000 S : 200,000
5) USSR and Eastern Europe _h 140,_0(}0
« Effects of structural changes : ' 50,000

+ Economic and foreign trade situation

15000 x 6=90,000 -~ - 90,000
@ Industry and Commodity Reéearch o ' 1.720.000
1) T_raditi(jmil Export Prodﬁcts . . 920.000
+ Trends in international commodity markets . 3._0,000
. Situation regarding competition with Kenya's products 650,000
Asian NIEs 100,000 x 5 = 500,000 | 500,000
African Countries 50,000 x 3 = 150,000 150,600

+ Potential for creating new markets for Kenya's strategic

products : : —
30,000 x 2 x 4 = 240,000 240,000
2) Non-traditional Export Products ' 800.000

« Marketing research into promising export products :
40,000 x 5 x 4= 800,000 o 800,000
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-~ Information Servicés

(1) Seclective Dissemination of Information

1) Open seminars fr commodities and markets
~ 1,000 x 5 x 10 = 50,000

2y Report sessions on the situation
| overseas 1,000 x 5 = 5,000

(2) Publication

i) Foreign trade News (Enquiry Information)
20,000 x 12 = 240,000

| E2) _ _Keny'a Export News:
50,000 x 12 = 600,000

‘Total
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CHAPTER 4 ACTION PROGRAMMES FOR TRADE CONSULTATION

4.1

4.1.1

SERVICES, TRADE TRAINING AND PUBLIC RELATIONS
AND EXHIBITION ACTIVITES

Expansion of Trade Consultation Services and Speeding-up of Trade
: Proced_ures_____

~ Trade enquiries obtained through participating in trade fairs, dispatch of missions and
- other export promotion activities within and outside Kenya, or directly from foreign
- countries should be forwarded promptly to Kenya's companies interested in exports.

The functions of the trade promotion or ganisation should be strengthened and its trade
consultation activities should provide appropriate advice or gnidance to exporlers,

Expansion and Improvement of Trade Consultation Service System

(1) Organising export-related data (First phase)

Trade enquiries received from abroad should be handled in a timely and
‘appropriate. manner, and export- -related information should be put in order
continuously and systematically in order to support export business.

1) Registration of firms interested in exports

A system of registering those firms interested in exports should be
~introduced. For exporter regxstratlon form, please refer to the Appendix
VII. Commercial attaches should be much more involved with collecting
information concerning importers and potential importers of Kenya's

products,

Furthermore, information on export products, including quality and supply
- capacity for products with export potential and catalogues and price lists for

export products should be prepared.

2) Compilation of trade directory

A trade directory listing exporters and potential exporters should be
pubhshed
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1t is recommended that this trade directory include the useful inforinati(m

needed for actual transactzons, such as outhne of exportable products, the
markets to wh1ch exporters wan! o export This dlrectory should also
include an advertising column, Revenue from this adver usmg column can

be used for compiling and mailing the directory.

| Approximately 3,000 copies of the directory should be printed for free

distribution to trade promotion orgamsatmns all over the world and
international economic organisations in the main target counmes The
directory can be sold by a major distributor of publications.

The directory would include the following information: -

1) company name; 2) address; 3) telex/facsimile number; 4) cable address;
5) line of business; 6)type of business; 7) capital; 8) year of establishment;
9) annual sales; 10) number of employees; 1) trade nama(s) 12) reference
bank; 13) descnpnon of ‘export products; and 14) counmes/rf:gmns ©

~ which they want to export.

(2} Expansion of the Trade Enquiry Information Services (Second phase)

1y

2)

Publicizing trade enquiries

Trade enguiries from foreign buyers and Kenya's fnanufacturets should be
published periodically in Trade News, c'i_rculating widely am'ohg trade-
related business: community in Kenya and other countries. The listings
should inctude both the main feature of the product and the name of 2
representative to contact. ' |

Publishing of export product catalogue

A comprehensive catalogue carrying the main feature and photogréphs of
promising export products together with the names of their sales
representatives should be published periodically for dlstrlbutlon to
commercial attaches posted at Kenya s emba351es abroad as well as to trade
promotion organisations around the world and prospective importers at
international trade fairs which Kenya pérticipates’ in, o
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3)

Collecting fee from those companies appearing in the catalogue should also

be considered.

~In the future, publishing catalogues by mdusuy and mail order catalogues
_ should also be planned,

Setting up communications network

Trade enquiries concerning promising export itemis received through

‘Kenya's embassies abroad, etc. should be forwarded to Kenya's expotters

in a timely and appropriate manner, and practical support given to export

.. transactions. To this end, a communications network system consisting of
-telephones, facsimiles, etc. should be completed as soon as possible to

establish better lmks among TPO, Kenya's embassies abroad, Ministry of
Commeice district trade offices (DTO) and KNCC&L By allowing the
mutual c_onﬁ_rmanon of price, quantity, quality, design, delivery time and

other factors, such a network will provide the basis for a trade enquiry

processing system offering support for export business.

Asa médi_um—tezm goal, a computer system should be introduced for the
+ efficient management and supply of trade enquiry information, including

information on importets, exporters, products and companies.

(3) Proper 'Sy.stem for Hahdling Trade Enquiries

1y

Proper system for handling trade enquiries (First phase)

For handling trade enquiries, a proper system should be set up. When a
promising trade enquiry is received from foreign buyers or Kenya's

_ embassies abroad, right firms will be contacted to find whether they can

meet the order, an(i their reply will be sent immediately to the enquirer.

- Depending on the exporier's experience, consultation service will be offered

to the exportérs in order to help them negotiate business and conclude

- contracts,
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2)

3)

Registered Exporters

1 s

“ Industry_, _
DIO KNCC&I | ‘Associations

¥ y - v

Trade.Promolion Or'ganisation‘(TIPO)' '

¥ r !
— :
Kenyan Commercial |. ;
Attaches '
) ¥ _
o .- Foreign Trade -
Overseas Enquirers Information Networks

" Fig. 41.1 Trade Enquiry Handling System

Upgrading trade enquiry services by commercial 'an‘z':\_'ches' posted abroad
(First phase) ' ' '

Services reléting to the trade enquiry functions of commercial attaches
posted abroad should be improved in otder to c.oll.e_ct more trade enquiries.
In order to realise this, the following should be considered: i) training for
commercial attaches in practical trade busmesses 11) postlng cominercial
attaches in the major exportmg countrles and 111) apoomtmem of
businessmen with experience in the pnvate_ sector to commercial attaches in
the future. '

Implementation of credit references (Second i)hsse) B |

A system of investigating the credit standmg of foreign customers on behalf
of the interested parties should be introduced. Thls system’ should be

' operated on consignment from exporters and contracts be concluded with a

global credit mvesuganon company such as Dun & Bradstreet. The expense
would be borne by the cxporters This credit references would be
part:culariy necessary when an export insurance scheme is mtroduced m the
future. ' ' '
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4) . Participation in foreign trade information networks (Third phase)

When TPC is established, TPC should consider joining PTA's trade
information service, ITC's trade information service network (TISNET),
and WTCA's WTC network services in order to establish a global on-line
system for the exchange of trade enguiries,

4.1.2" Speeding-up of Trade Procedures

4y

10

Advice on export procedures (First and Second phases)

In order to speed up export application procedures in Kenya, staff with thorough
knowledge of export procedures should advice exporters on export application

- procedures, thereby contributing to sroother export transactions.

Establishment of branch offices of trade-related organisations (Third phase)

Sub-branches of the MOF, the MOC, Central Bank and Customs etc. should be

set up in the TPC in order to help accelerate the coordination of export and import
applications thereby creating the basis of a system for faster processing of export
application,

4.1.3 Streﬁgtherﬂng Trade Consultation Services

)

@

Setting up Trade Consultation Corner (First phase)

' Aiconsul'tation corner for trade should be set up in TPO, and experts well versed

in trade businesses should be placed at that corner in order to give practical

‘advices on trade-related matters such as market development, trade practices and

buyer claims,

| ._Copiy service. should be provided at the charge of about Ksh 10 per copy to assist

users in their market research within the limits of the copyright law.

:Tféde (Iflonsultati_or:ls by Outside Experts (Second phase)

When necessary, the cooperation from market and industry experts of the

~research division should be obtained to respond promptly to trade enquiries. A
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trade consn!tanon day may be flxed once or twice a month when an outside

expert will advise on speuﬁc matters of trade.
(3) Visiting Consultations (Second phase}

For companies interested in exports in provincial towns such as KiSumu
Mombasa, Nakaru, Thika and Eldoret, trade consultatlons services shounld be
orgamsed periodically in cooperatlon with KNCC&L -

4.1.4 Sponsoring of Seminars on Foreign Markets
H Seminaré oh Foreign Markets

Seminars on the markets of specific counmes and areas, pmduct study meetings,
and export promotion seminars should be planned and held to assist private

companies in their efforts to develop export markets,

A linkage should be formed with KNCC&I to actively participate in regional trade
- promotion events and to plan marketing seminars on the trade consultation days
mentioned above in-export-producing regions as: part of efforts to educate

company ianagers.
The contents of the seminar recommended ate as follows:

Target markets : Promising export markets for Kenya's products

Sqope _ . Discussions on general economic _énd_trade trehds,
developed countries' trade policies for developing
countries, distribution channels, and general consumer
trends in target markets, etc.

Instructors :  Commercial attaches who came back to Kénya after béing
posted in fore1gn countries and visiting trade mission
members can be instructors. Experts from forelgn trade
promotion organisations who are stationed in Kenya ot
visiting Kenya should be invited wheriever possible; .
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(2)  Trade ‘Sen.linars

‘Global economic trends and government export promotion policies and
~programunes throughout the world should be covered.

Semihér'subjects should include:

EC market integration and its effects on Kenya's exports

~ The impact of the structural changes in the Soviet Union and Eastern Europe
on the Kenya's economy
PTA systems and policies and regional trade prometion
Utilisation of GSP programmes _ ' .
Utilisation of export promotion incentives such as Green Channel, the export
compensation scheme and MUB

Utilisation of export processing zones as a base for export promotion
(3) . Market Development Conmmittees for Strategic Export Products

‘Market development committees should be formed for specified strategic export -
products to conduct marketing surveys, develop products capable of competing in
target markets, and study marketing strategies.

Members of these committees should be selected from manufacturers, industry
‘associations, product experts, designers, and the staff of trade promotion
organisations. | '

Specified strategic export products may be:

Texiile, processed foodstuffs, metalworking, handicrafﬁ, leather, and other light
industries products.

4.1.5 Dispatch of Missions for the Development of Export Markets

. In an effort to increase opportunities for export businesses, missions composed mainly

- of exporters should: be dispatched for developing new markets in conjunction with
palti_cipatin'g in international trade fairs, if possible. The missions should hold business
meetings with importers and sponsor social gatherings with industry associations and
business leaders. They should also visit focal factories.
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4.1.6

Initially, five or six such missions a year should be dispatched in conjunction with
participation in international trade fairs. The results of the missions’ work should be
widely informed to exporters through the seminars and the lep()lt&. upon theu return

home.

The objective of the missions should be clariﬁédias_ to whether it is sales promotion,
market research, or technical exchange, and the mission members should be selected

acCordingly.

In principle, the costs of the mission should be borne by the partiéipating_ mer_ﬁbers,
Costs of the ofﬁciél events-such as reception, business meeting should be borne by the
organisers, and TPO should consider assisting a part of the participants' travel
expenses, for example, half of their airfare, as an incentive to the participants.

Trade missions may include the folloéving:

Leather materials . India, ROK, Taiwan, Iraly, Geﬁnany,- Sp'a‘in

Teaand coffee . o Austraha New Zealand Northem Europe, Eastern
Europe
Textiles and handicrafts  :  United States, United Kingdom

Foodstuffs and o
horticaltural products : Netherlands, United Kingdom, Germany

Cut_ flowers + Netherlands

Metal working products
and other light industrial :  PTA countries
goods'

Improving the Quality of Export Proddcts_

In order to improve the quality of export products so as to make them suitable for

overseas markets and increase their international competitiveness, experts on design

should be hired and the functions of the design centie enhanced. “To this end, the
following activities should be carried out, ' ERER
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(1) Collection of High Quatity Foreign Product Samples

@

- quality: products; competing products, and best-sclling products when it

2)

3

4)

TPO should collect, samples, catalogues, and design information on high
participates in overseas trade fairs, in the interest of export industries. TPO
can ask the local market research companies to collect these. Product study

meetings and sample exhibitions should then be held in Kenya.

Export industries include textile products, leather products, handicrafts and
other light industries products.

Product experts and designers should make comments on the designs,

“coloring, and packaging of the collected samples.

The collected samples should be displayed at a permanent exhibition hall or
sent to other towns as part of efforls to raise awareness of design among
Kenya's businessmen.

Sample collection services

TPO will collect product samples on request from exporters. The expense
will be borne by the exporters.

Guidance on Improving Export Products

‘Each year, one or two product experts and designers should be invited from

abroad to speake at seminars on improving export products to be held during the
duration of domestic trade fairs. These product experts and designers will
provide on-site advice when they visit factories and trade fairs and also assist

)

* manufacturers to develop high quality products and promising export products.

“Export product development

The product experts and designers mentioned above can be invited under

foreiguo aid programmes.
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2)

3)

4y

5)

Sponsoriﬁg design seminars and workshops -
Following topics are to be covered:

(@) Design management
This will be for corporate managers and design managers

(b.) Produc,t developmem and design
This will be for managers in charge for ploduct design and

development

() . Packaging and marketing

This will be for corporate managers and design managers
Selection and display of high quality local products of Kenya -

High quality products of Kenya will be selected and displayed at a
permanent exhibition hall, Kenya's booths of foreign trade féirs, and
Kenya's embassies abroad in order to make the quality and design standards
of Kenya's products' known to foreign businessmen. This will also lead
Kenyan businesses to realize the importance of the design..

Sponsoring design exhibitions
Once the TPC is established, a variety of design-related events such as
exhibitions mentioned below should be held with the cooperation of foreign

design organisations every year.

(ay Exhibition for Kenya's Good Design Product

" (b) Exhibition for High Quality Foreign Product Sample - .

On-site advice for factories
Foreign product experts should visit local factorie_s'ahd.offer technical

advice on upgrading export products and improvement in the manufacturing
process.
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