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SHeRgn:  JYTORATION

T™s writsr is the Genersl Manager of Kenya Illut?hl
Rstatss Ltd, a subsidiary £ Industrial and Cemmereisl
Develepment Corporution which is ar autonomous body ef-
Kenya Government. Xeuys Industrial Estates Ltd, was
formed late 1967 with prime objectives of prongtiu'
industrial enterprises in general and in partioular
promotion of small und medium scele industries. Other
objectives of the scheme were to premote indigsmeus
eatrepreneurs by means of offering well constructed
industrial premises and loens to purchase machinsry ad
squipment for production cf various itsms which were
propesed for Industrial Estates Scheme, The scheme
onvisaged establishment of 5 industrial estatss ia

sajer wrbaa oentres in the country, starting with

Nairebi as a pilot scheme,

Rroseat Pesitiont

At the momsnt phase I of Nairobd Imndustrial Bstate

bas besn completed and fully operationsl., Phase II

is nearly operational with about half of factory
preuises oconstructed already occupisd dy various types
of eatrepreneurs. Phase T and phass II when completed,
will comprise of .2 industrial premises rangiag frea
625 sq. ft, to 12,000 aq. ft, Phase T and Phase II

#f Nairobi Industrial Estate ig an all-purposs setate
secommodating u number of various industries ranging
from service units te import substitution items saialy
ia the consumer groupss Another Indwstrial Bstats at
Fakuru is under construction snd it is hoped that 20
units planned for thias estate will be eperational
towards the end of 1973, Other industrial sstatss are |

boiag planned to be established withis 1970/74
Developmsnt Plan.

ia ““1 &oblmct

™hs provieas of establiching such schenss as Iadwstrial
Betates in developing countries are wsll knowa and they
aeed not be repcated here, Nonetheless, Kenya compared
with most developing countries where industrial sstates

have been built, iw in a relatively uadeveloped pesitien
particularly in regard to quality and type of

satreprepeurs attracted ¢- Bew openiangs offered by

MRCTaT Raraie Schumes, WAth AL 000 o GARMGARNY
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Sua BOULL exvess aa slabarete emtension aerviees taserpereted
in the estate programie, This however, £t mot the oans
for it was argued that too muoh spoon~feeding of
entreprencurs would be undesirable particularly ia view
of the faot that one of tis most important of objeetives
of the scheme is the proiotion of indigenous eatrepreneurs.
With thie &8ewmption, thsrefore, very limited exteasion

services wore incerporated in the activities of Kenya
Industrial Estates,

Extension Services:

From the fsregoing ¢ 1t was cemcluded that sinima) extemstiea
eservises shonld be provided and it was omphasised that
sinee most of the products were impert substitution and
that the Gevernmest was going to Sive protectiea ts

Shese industriss in one way or the other, ths msarketiag
aspects of these producte and other servioss like deoke
keeping, stook oontrol ete. were considered mot prierity
servicee. Om the other hand, it was recsgunized that mest
of the entreprensurs were not technically qualified te
handle various production machines, It wanm therefere
eonsidered that provisioa of technical serviocey through o
Tochanical Service Centre was extremely cesential., The
preseat position is that Kemya Industrial Rstates Ltd,
ddentiftiss pProjsots, under.skes markst survey, carries
out feasibility studies ang assists entreprencure ia
Plant layout, erection of sachinery and equipment,
®saistsnance and repair services, making of teels, dies
and Jigs and te a linited exteat assists im preduotiean
design and dsvelopaent,

Zhe Bals of Geversamat - Zaport Sedevitutien aad Imsery
Restristion Pelisiee;

Bonya Gevermment like most Governments ia dsveleping
oountries is committed to premstioen of industries ia the
oouatry with a viev to inorsasing local sanufacture
ineluding thoss items whioh are at the moment imperted
frea outside, As Keaya is a small country, hence ite
Sarket potential for most of items is limited, it follews
that the biggest field for import sudstitution will be
found in small and sedium sised industriss. Iadustrial
Bstates Programme therefere ains, among other odjestives,




P1otucticas

:.-Protoetioa by Licensing

be Import ban
Imports substitution induatries in mcst cases and in
most developing couniriea tend to be mors expensive thapn
imported simiiar items, Tie cemson for this is not
difficult to find because most develeping countries have
small markete due varicus ressons including small and
low purchasing power of the population. Other factors
which contribute tn high costs include lack of proper
Planning axnd control of veoduction and 4f an industry
uses imported raw material, ihen the matter is even
complicated by the fac: that 4g a small consumep |
compared with other consumers using the same row sateriale
& small industrialist is unlikely to get big discountg
from his suppliers due to smail guantitites he occasionally
orders. Due to these factors, the Government realizes
that small industries 1y the Industrial Estate must be
given some sort ,f protection in ope way or the other

becavse they could noet be expected to compete with
isported gocds,

(a) Protection by Licensings

Due to smal} nurket existing in Kenya, import.

substitution {iams which were to be eRgouraged

were of large range <. commoiiiies eof the same
funetion angd it beceame necesenr
reasons to

Y for ecomomic
vrodyce only thuse tyres or sizes

which ware considores “conomically femsible and

other types tc he allowed op licensing basis,

Although this device wzg ‘kougat to bLe most

8ultable type of protection voth from the point
of view of the consumer ang the nanutacturor. aAGRe~
theless, i: has proved tc

“6 sxtremely cumbersome
to administe;,

One of th. most difficult aspect
is that the system leaves 3 lot of loop-holes

for traders to evade regulations under various
pretet*s ¢efs Undey

tyres such ag Plasty
combination of

the !tew buttons come . various
Si“polyester, metallic and
variouan materialy, Definitely all
these varigyas tYpes and nigeqy of buttons cammet be

Sconomically Produced :ip 5 linited market and

it becomen Necessary to ,roduce only certain types

those which are not
al ®anufecturer,

Vith a view tr liconaing
A¥ailable fyen the 1o
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In praptice, however, the importer could obtain
& licensce for those not available and use the
same licence for products already produced in the
sountry, In short, it is not -difficult to see
how such a system is oren to all sorte of shortcomings,
Despite these shortcominge, the system is likely
te remain for sometime pParticularly im a country
where individual choice is respected to a great extenmt,

(v) Import Pep)

Cemplete import banm on certaia 1toa:7lhich the
whole range oould be lseally pfoduced has beea
4aposed and thie has beea vYery offective except

at the initial etages during which time previowsly
imported artislee wers still 4ia the country, Although
$his system is the moet eoffective way of protecting
Joung induetrialists in developing countries, it is
aet the most popular to coneumers and aleo to

sone economis® who argue that such pretestion could
@ive rise to very inefficieant induetries resulting
froa over-protection, Ideally, an industry whioh
has !f.. given full protectidnm ehould only be

Given Lor a 1imited time to enabdle 1t to go

through gestation poriod.aftor which such protectiom
should be withdrawn, But then, the problem is whea
such a protection has been given, it is always
difficult to withdrsw because invariably all
industrialiets will have some reasons to ask the
Goverament for further protection on the same lines.

6 Bmmscisase mined sad inter-relstion bewveen tzpe of
mww_n.mm
Por a pilot scheme which is only 3 years o)d, te talk
of experience gained ia implementing such a scheme is
definitely incomclusive, However, one cau talk of
prodlems encountered and how thoee proLlems were solved
during the period under consideration. It ie alese possibdle
to point some future lines of aotion which ehould be takea
in order to improve upoi vhat has been achieved so far,

As mentioned above, the piilocophy of leaving the
eatreprencurs 'to swim or sink® was extremely beld experimeat
which has yielded substantial good results. The basic
objective behind this Philosopliy was that ome has got te




-y e

leara svismiag by ewimaing; with tais ia sind the eatrepreasurs
were left to discover for themselves certain business
pre-requisitetwithout adviee from Kenya Industrisl

Estates Lidy but they werc free t> get advice fror outside.

It 4s surprislog that ocecoie who uerdly had any

experience whatscever in indusfry mansged to pick up

some rudiments of ruaning an industry in a short time,

Of course such peopls hud some experisnce of one kind

or the other in Commerce, Induotry or Government and

they needed some prastical experience'or the job' which

they conveniently obtnined by running their owp industries. Howevest
4t must be remembered that ip phase 1 programme, the

typesof industries encouraged were very small and therefore
production technique, marketing and distribution of

products were not complicated.

Industries encoaraged in Industrial Tatatescan be

divided into main three categories vizi=

(2) Serviciug incdustries )ike printing, photo
engraving, shect metsl fubrication etc,

(v) Non-import subetitution industries such ae
ladice hard bage, both piastic and game skins,
ready-nade garments, furniture etc.

(e) Import substitution products such as hinges,

clothh pegs, zip fasteiers, buttons ete,

The firsct category of industries attracted mostly
people of artisan type who had started their own buainess
in a sanll way before they come to Industrial Estate, In
808t osues, thliese artisans had attended trade schools, and
prior to thedx sclf employmeht, had worked for s number
of years either im a orivate firs or in a Government
Department, 1In most c-ses, theee raople have very
little formal education and could be said to be just
literate. In terms of s*auility, thie group is the most
successful, On the o*her hand they are moet difficult
to obhange and accept uow idous,

The second group ¢f !niusviies attracted a slightly
higher calibre of rntrevrsneurs both from professional
peint of view an! 4i35 formal education; but in most cases
these entreprencurs ware empioye! and they haa mot

started their own business elsechere, Here is where we

find the greatest numisr of not ver” successful enterprises,

One of the major factors sontributing tc such » state

e o A
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of affairs ie that mest of the predusts ia tiis group
are already produced in the country by well estadlished
expatriate firms who have better acceas to distribution
channels and ‘the other factor is that although thie
group has better acader ¢ and professional education
than the first group, nonetheless they lack practical
experience in business. it is also in this group where
is has been found that the entrepreneur with business
acumen has succeeded despite very olld conditions
surrounding hias,

(d) Import substitutiom industries attracted a niseellaneous
type of entrepreneurs mainly witk very high academie
qualifications some being University graduatee, A
great majority of these pooplo‘havo never been in
busineaa beforey dut have had varied degree of
sanagerial emperience of one kind or the other in
private or public sector. All the import substitutioen
industries were given protection by way of licemsing and,
a8 mentioned earlier in this paper, the system proved te
be very diffiocult to administer amd it took up to twe
years for certain iandustries to fight imported articles
which deapite Government efforts to fnforce regulatioa
based an licensing systes still found their way in the
s untry, It is interes ing to note that im this grouwp,
we findgome of the most sucoessful entseprenecurs who
are forward-looking and readily accept advice or eoumed
if they eee it a means of improving either the desiga
of their products or an increase in the sales of their
artiocles. It is in thia group where it is hoped that
big indigenous industrialists of the future will
omerge. It may be mentioned here that entreprencurs ia
this group generally are young pecple who are asbitieuws
ot only to succeed im their present enterprisee but:
look forward to bigger things,

From the aforegoing, it is clear that entrepremsurs in
group one and two typegof industriee are mot expected te ge
very far although a few im group two may grow imto euceessful
industrialists in future., However, it is thought that
entreprensurs in group three will be the industrialists ot_tho
future and phase II programme of Nairobi Industrial Bstate aims
primarily to encourage the type of industrialists whe are ia
this growp, Not only because they are likely to Ve the moot

R
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- snosessful; Wt besause industries ia phase IX are sere
'lophiotioatod and bigger than those in phase I, tlus
requiring a high calibre of entrepreneurs both froa
educentional and professional points of view, It is
encouraging to note that th:is group of people are coming
forward to the Industrial Estate wanting to be assieted -
- te eetablish enterprises of their own,

From marketing point of view, the first group
of induetries ha® been the most successful, However,
it 18 aot anticipated that these are the typesof induetries
which are going to be encouraged in Industrial l:_utatu
Prograsme, although this will be sncouraged in rural
Otmmunities. The most difficult producte from marketing
.point of view have been the import substitution iteme.
™he reasons for this are very well known to the experts
and they need not be repeated here; but it must be
sentioned that despite these diftioultiu. the Governsent
- of develeping countries will still continue to engourage
import swbatitution items for reasons vory well known -
again to the growp. One of the most surprising thing we
have found in our short reriod in this field is that it
is mot always true that locally manufaoctured produots are
B0re expensive than imported ones, Contrary to what 4s
Rorsally believed, import substitution Prodyote produced
ia the esotate are cheaper than similar imported items from
808t oountries except one or two. As & matter of faeot,
if products from these two countries were not comimg inte
Keaya, protection froms the rest of the countries would
aot be needed, Thig |ay be surprising but it 44 a fact,

!nl for Extension Serviceus

As nore industries are estabiished and these new
iadustries become Bore and more complicated in their nature
of operation, oxtension services of various types would
be required. Extent to which these services will be

provided will depend on what is considered oost essential
for the enterprises.

Sammary:

(1) Import Substitution industrie, in developing

. oouatries will seatinwe 4o ‘Tesoive oRsouragenens -

e s b . s o e
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(iv)

(v)
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In developing sountriea import subetitution
will invariably require protectiom by
meAns of tariffs, licensing or tetal base

Whichever m:thod is used for protestioa, ke
executing authorities should ensure that ¢the
seasures taken are effective.

Where an enterprise prodgses the whele range
of producte previously imported, a tefal

ban should be imposed,

If it 43 felt that for some reasons,
protection may not be effective, te premetisg
agenoy should advise the imterested party of
the difficulties likely to be frted by

the enterprise, Preferably swh a producs

 should be undertaken by an agent/distriduter

vho hﬁ slready handling the imported items
in sisABIN quantities,
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