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gglanato;z notesg

Reference to "tonsg" indicates metric tons, unless otherwise stated,

Reference to "dollars" (8) indicates United States dollars, unless
otherwise stated,

Annual rates of growth or change refer to annual compound rates, unless
otherwise stated,

The follewing forms are used in tables:

Three dots (...) indicate that data are not avajlable OF are separately
repnrted.

A dash (-) indicates that the amount is nil or negligible.

A full stop (.) is used to indicate decimals,

The Kenya pound (£K) is used to denote units of 20 Kenya shillings (ksh)
(KSh 1 = approx. $0.14.)

The following acronyms have been used:

IspPc Industrial Survey and Promotion Centre
KEPC Kenya Export Promotion Counoil

The designations employed and the Presentation of the material in thig
Pudblication do not imply the eXxpression of any opinion whatsoever on the part
of the Secretariat of the United Nationg concerning the legal status of any

country or territory or of its authorities, op concerning the delimitation of
its frontiers,




I.
I1.

111,

1.
1l
111,

CONTENTS

ImowcrIoNoooooooooooooooooooooooooo.ooocooooooccooooooccoooo
CONCLlBIONS m Rmm'rrons.........O...O......l...00...000
SURVEY OF POTENTIAL FPOR SUBCONTRACTING IN KENYAceceoooocorssces

Metal mrkins and MmanuUfaCtUre@ccesecscecsssscescccccsccccsstsese
Steel Opantion' in Km.u.ooooooooooooooocoooooo..ooooo..ccooo
FO\mdr’ opentionl in Kw‘ooooooooooooococcooooooo-coooccc.coo

Electric motcers, iransformers, radio and telephone seis, wires
and ca.blel, batteries, electiric laMpBeccssccecssccsccccccsssanse

Vehicle aBSemb'Yiseteescrsecsvccsscsscssscsscncnssscsensossssee
TaxtileBeceeeecseosssoosesssesssscsescsscsssscosssscassscssvssse
Fo0Qeseesss00000ssstsoccctececscccscenccecccccsscscsssscssecans
e P I nnnnnmnmIIImmm,mImImmIIhhhhhr
Wooden furnitureccecccseseesosesessssccsscsssnssssossscssssnses
Hides, leather and skinS.ceecsecesccscosccorececocsssnccccsnses

MinCel laneoUBccccccereccscsrcccsssvscocscsstososssssssnstssnnss
SURVEY OF POTENTIAL PRINCIPALS IN WESTERN EURCPE.ccccsccevccsscs

FrANCOssecccrcecccrtcteccrssccsesssscssassssssssosssssssscessos

United Kingdom of Great Britain and Northern Ireland.ceccccesess
rederal Kepublio of GermANYeccccccsccssccsssccccsscscccccscccss

NOW....OO......O...............O......0...0..........O0.0...

H.th.rl.nd'll...l.lll...ll......lll......l..l..lllll.l...lll...

Surmary of vieits - KenYhicovoocccocccccsrcccocoscscccccsccscce
sm" of vigits - Westem M" $00000s0sss00essts0 st tIC O

Patential for fruit and vegetablo processing in Kenys.eceecocee

15

18
16
16

17
7
18
19
21
21
21
21

23

23
23
23
23
24

40
51







".'
}
!
'
'
'
3
'
!
)
|
L
|

INTRODUCTION

“roject background

The Government of Kenya has shown a keen interest in promoting international
subcontracting agreements between manufacturers in Kenya and enterprises in
developed countries as a means of expanding industrial export production.

In May 1973, the Ministry of Commerce and Industry asked the United Nations
Development Programme (UNDP) to provide two experts in international
subcontracting to help assess the potential for international contract

manufacturing in Kenya's industrial sector.

Official arrangements

UNDP apnroved the project on 21 February 1975 and appointed as executing
agency the United Nations Industrial Development Organization (UNIDO). It ran
f>r four months, from January 1975. The contribution of UNDP was
27,000 United States dollars, The Industrial Survey and Promotion Centre
(1SPC) of the Ministry of Commerce and Industiry was designated by the Government

>f Kenya as the counterpart authority.

Jbjectives of the project

The task of the experts was to assist the Ministry of Commerce and Industry
t> identify Kenya's comparative advantages in producing manufactured goods and
~smpronents for export under subcontracting arrangements, as part of an effort
t» promote the manufacture of components, parts, sub-assemblies and finished

-ryducts by Kenyan firms under subcontract to enterprises in the industrialized

~auntries,
The gsnecific tasks of the experts were as foliows:

(a) To identify the most suitable industrial sector for subcontracting;

(b) To identify excess manufacturing capacity available and suitable for
Liaternativnal subcontracting agreements;

{c) T identify suitable firms interested in intemational subcontracting
opportunities and to assess their competitiveness and identify ways to improve
it where necessary;

(d) T analyse local export policies, including export incentives, and
alss the import regulations and restrictions of potential market countries;

(e) To identify production factors and their cost, and estimate freight
charges to prtential market countries;
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(£} 7o draft 4 dctailed document that will provide a portfolio of
information for the promotion of subcontracting arrangements with Kenyan
industries;

() To recommend measures to set up machinery for the systematic and
effective promotion of international subcontracting opportunities for Kenyan
manufacturers and industrial co-operation with foreign firms in general;

(h) To explore the feasibility of establishing new specialized manufacturing
tapacity suitable for intermational subcontracting Arrangements;

(i) Where the establishment of new capacity is technically and economically
1ustified, to prepare a programme for it;

(i) To recommend the type and extent of any further technical assistance
required to establish new specialized manufacturing capacity for intemational
subontracting arrangements,

Definitisn of intermational subcontracti
w

The brochure "Subcontracting in industrializing countries” defines

interational suboontraciing as follows:

"Subcontrscting is & contractual agreement between a nrimary company

{~~ntractor) and a vecondary company (subcontractor) fors

(a) The supply, by the subcontractor, on order from the primary company,
of parts, components, subassemblies and assemblies that are then incorporated

in a product sold by the pPrimary company, both companies being involved in
manufacturing;

(b) The Processing of materials for the Primary company - whether the
materials are provided by it or not - and the processing or finishing of parts
provided by, and returned to, the primary company,

A corollary tn this definition ig that there is no subcontracting when the
large company purchases shelf items or commonly available services,,,

Government purchasing from industry, when no further processing, assembly or

nthep ma.nufac':turing operations are involved, will not be considered Bubcontmting,
even though the term subcontracting is often used in the sense, in particular

in the United States, Also excluded from its scope are activities related to

nin-industrial sectors such as construction",




Kenyas facts and figures

The following main facts and figures may be of interest to readers of this
report?

1973
millio 2 d
Gross domestic product ion Kenya pounds

at current prices T3

at constant prices (1964 = 100) 587
Agricultural production 242
Manufacturing production 360
Public debt 262
Total domestic exports 123
Total net imports 206

Worker's average monthly wage: 200 to 400 Kenya shillings
Population: 12,500,000

Growtht three per cent a year

(55 per cent over 15 yelrl)

The foreign trade .eficit is sxpected to run to £K50 million in

in 1975 and £K60 million in 1976,

About 33 per cent of Kenya's electric power is produced from
petroleum-based fuels (as everywhere, the fuel price has quadrupled).

In 1973/1974 the cost of living rose at an annual rate of between
15ad 20 per cent - wages have failed to keep pace with prices during
the last two years, but a rapid growth in wages can be expected due
to inflation and trade union pressure.
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I. CONCLUSIONS AND RECOMMENDATICNS

The work has been necessarily done well outside the iimits of the strict
concept of internationa! subcontracting but it is hoped that this report willi

gerve as a starting point and a guide for future decisions.

After visiting 49 firms in six different branches of industry and having
talks with exnerts, businessmen and bankers . (whose reports and feasibility
studies were examined), the experts came to the conclusion that at Kenya's
precent level of industrial development, intermational subcontracting is not
an obvious goal in itself. It should instead be the result of a certiin effort

to industrialize, whnse objectives, in descending order »f urgency, are:

1. Training (managerial and technical);
2. Import substitution and export;
3, Selective investment t1 increase production for the local market

and for export,

It will thus be rossible for some firms to involve themselves successfully

in intermational subcontracting.

Industry in Kenya is growing and should be encouraged to grow, but it is
the feeling of the experts that plans for the future of the country should be

focused on agriculture, agro-based industries and correlated problems.

As a World Bank mission stated in 1973, "agriculture offers the best use
of Kenyan resources while increasing employment and the distribution of incomes.
It is export srientated and invaluable in attacking the poverty of the rura.
areas”. That means there is a need for effective training for farmers, and for
the devel~amment, of such crop varieticc as o1l seeds, pulses, small grains and
horticultural crovs. That means there is a need t» increase planning capacity
for a large-scale production programme for the mass of small farmers.

Agro-~based industries must be created and developed to provide a link between

industries and agriculture.

Tt is the feeling of the experts that there is not enough competition in
Kenya; too many firms seem to make a reasonable profit without too much stress
and organization and without using their full capacity. Too many fims are
also manufacturing the same range of products, whereas they should be indueed
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t° regrour and srecialize more,

A tougher and more selective import policy in conjuction with a serisus

>antral ~f profits 2ould nrove offective in this area,

It wruld be a iong and costly, but nevertheless valuable, task to analyse
in drtai] the etficrency factors for each firm above a certain size, ag is often
done by competent ~onsulting firms in Europe, To give some idea of what this
wuld invoive, a medium size firm, for instance, would require the work of A team of
team 5f 3 or 4 consultant specialists in work analysis and pre~~=ation, lay:ut
cstudies, cost analysis, analytica! accounting, target determination and

mrasurements, and the like, working for several months in the same firm,

A more manageable (and also complementary) version of this idea would be
t* in-rease management training spportunities, It must not be sverlooked that
many munagers {as was often the case n France, for instance) believe they know
1% about management (which is often not true) and do not find time available
t> go back to school,  That means that some sort of marketing or psychological

campaign 18 needed to sell the idea first,

There is also a need for the technical training for foremen, and for the
development of skills in workers, The importation for a limited period of
some carefully selected expatriate foremen would be an invaluable help: they
could select and teach future local foremen on the spot, Although the number
2f expatriates iiving in Kenya is an obvious limiting factor, there is some
doubt as to whalher they are all efficient and needed, As far as the training
of workers is toncerned, the example of France, which has invested a lot of
money in industrial training for adults ( formation professionnelle des adultes)
with excellont results, could be carefully studied and th . findings transferred
to Kenya. Jome similar efforts are already being made,

Management training and technical training are the basis of any development
of industrialization. The experts feel that the efforts made in this area fall
far short of what is required,

The experts can only emphasize what was said in the preliminary report about
the subcontracting unit and its possible counterpart in Burope,

It is essential to create an organization in Kenya, called, for example, the
intemational subcontracting unit (18U) and one in Burope, called, perhaps, the
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Zuropean unit (gu). For a certain period, the flow of enquirics and replies
will have to be chamnelled through these two organizations.

The role of the ISU would be:

To encourage in every way the export endeavours of firms;

To attract the interest of such associations as the Kenya Association of

Manufacturers, regroup and simplify their work, transmit questions and

subcontracting tenders to Furope and replies from Burope, and to promote

direct communication between firms as soon as there are specific projects.

The general consensus is that the ISU should not be created as a new
organisation, but should be 31 unit in the Export Promotion Council under the
contro! »f a manager. It sh~uld establish working arrangements with existing
specialists who could act as advisers in each specific case.

The complementary role of the EU would be:
To seek Buropean, Asian and Amerioan firms interested by the Kenyan
proposals, and to transmit their replies;

Using its good knowledge of the Kenyan economy, to raise Buropean interest

in going into joint ventures, and to help publicise the possibilities and

potentials of the Kenyan economy.

It would certainly be valuable to entrust part of this work to the commercial
or industrial attachés of the Kenyan embassies in Burope, after a business
training. But the EU in Vienna should take the initiative and be the main

driving force, and should probably also be a unit in the Bxport Industries Section.

The ISU in Nairobi may not need any particular training if it is attached
to the Export Promotion Council. The Council can easily include international
subcontracting in its present export activities. In other words, the chain of
information would be: the possible subcontractor - the ISU in Nairobi - the
EU in Vienna - industrial attache - possible contractor, and vice-versa, at
least until the contractor and subcontractor are in a position to talk together,

One point may be raised, however: are Kenyan firms sufficiently motivated
and conscious of the help they could receive? The experts were somewhat
disappointed by the following experiences after 21 first visits, a letter of
thanks was sent, indicating that it would be very useful to receive a letter
of interest which would be a good introduction to the Buropean firms to be
visited. Not a single reply was received. The experts recommend, therefore,
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thait the Bxport Promction Counci) should make known to these firms through
-~tters and advertisements that it could be of real help. Fimms in Kenya
interested in doing business should adopt a much more aggressive policy towards
Furmpe by initiating @n active exchange of correspondence with their potential

rartners, and by direct contact after a certain stage.

In Burope, the weak point »f the organ‘zation might be “he training of
the commercial attachés., A commercial attaché can be given bisiness training
in his country of assignment, since he knows the language of the country,
An effective way to provide him with a knowledge of the main firms in his country
of assignment might be to select an adviser who already has good connexisns

with thesc firms and is able to introduce him to them,

The nresent opportunities for intemational subcontract ing (which is ot
export) with existing firms are certainly few, with some exceptions that will
bc investigated in Burope, It is certainly an illusion to believe that the low
level of wages is in itself a sufficient factor to permit international
comp :tition (or internal efficiency). Far more important are such factors as
size »f the firm, specialization, quali'ty of equipment, work organisation,
technical management.

That is how things stand today; the situation can obviously change
completely within a few years, to the great benefit of Kenys. One major
c~ondition for the development »f the country is the increase, at any price, »f

*he efficiency of Kenya's railways. Another is the modernisation of Mombasa
karvsur, which should be a maior objective.

Tf Kenya wants to enter international competition it is probably better to
build from scratch large specialized production plants with know-how and interim
management provided by firms from oversneas, These new industries should be
based mainly on the natural resources of the country, for example, agriculture,
It is always possible to create artificially (as in Hong Kong or Singapore) a
completely new industry, based on a carefully selected market, with a high
level of technolagy and mass production, but it is a very dangerous investment.

The likelihooa of some redistribution of industrial production bedween ¢he
developed and the industrialising countries, following the decisjons takem
recently at the Lima oconference, is alse being bome in mind.
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One very important factor for attracting foreign investments is the size
~»f the market. Unfrrtunately the Bast African Community, which in any case
Sffers too small « market, no longer exists. Arother factor is investment
incentives - many other countries offer the same advantages as Kenya, and some
even greater advantages ( twenty years tax holiday in Mauritius, for example).

Up t» & certain degres, the end sought in of fering such incentives justifies
the means becaise invest-rs generally think in terms of the world market.

It would certainly be worthwhile to study the investment incentives »ffered in
various deve'n] ing countries in >rder to ascertain whether the Kenyan advantages

are attractive enough.

It is obvious that many firms are managed by Indian-born people whose
competence has to be taken into account. Putting aside any irrational
reactions, if Kenya needs these people, they have to be given enough confidence
in the long term and sufficient assurance of their future; this approach is
not in contradiction with the principle of training and preparing more African
nanagers. If this is not done, it is doubtful that they can really subscribe
to the policies and long-term interests of Kenya.

As the creation of free sones will inevitably take time, it would be more
advisable in the medium term to declare some selected firms free sones in gity.

Import regulations in developed countries are often an obatacle to
international subcontracting. However, one of the results of the Lima
conference was to give a group of developing comtries duty-free access to the
EEC on & non-reciprocal basis, and this will help to overcome the obstacl~ in
the future,

The procedure for granting import licences must be improved. The experts
heard the same story seversl times that a firmm needed t0 impert vital spare
parts but had to wait so long to get the import licence that the selling price
had changed. A new licence was required for which there was another wait by
which time the selling price had changed again.

Another example of inefficiency was the ocase of a resin products manufacturer,
who was given a licence for 15 different rew materials, but not for a 16th
which was as necessary as the 15 others. The consequences of such occurrences can
can be dramatic for employmemt.
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There is some question as to whether there are snough people with
technicai or industrial training in the import licensing services,

As far as the experts are Aware, the only machine tocls in use, some of
which they saw, are omned by some of the big firme for their owm maintenance
and training purposes, One large machine shop, at least, with o selection of
m>dern machine tools and heat-treatment equipment wuld find o consideradle
i>cal market (spare parts),

Kenyan manufacturors seem to be generally uninforwed about freight rates
to Burope and duties there, ISPC or the Kempu Iport Pregetien Counsil ghould
prepare a leaflet explaining how to caloulate freight anmd duty.




subcontracting possibilities (see also annex 1).

Metalwork u tur

Stee]l Construction and Petroleum Engineering (SCOPE) Ltd..and, to & certa.r
degree, African Marine Lid., should be competitive in intermational subcontractins
- they are making steel structures and oil storage tanks of good quality.

The prices seem attractive, because their organization is good.

It should be possible to find contractors in Burope who have contracts witn
the Middle East, and are interested in having part of a nontract made in
Mombasa and delivered to the Middle Bast. (It is not regarded as practica’
to anticipate deliveries to Burope.) Nevertheless, the slow turm-around >f
shipring in the port of Mombasa is a drawback as short delivery times are
generally requested (the railways do not go into the harbour and there is only
one 65-ton crene).

The case of Specialized Mouldings Ltd., which makes fibreglass boats up t:
1% m in length, is extremely interesting. The firm is well managed, prices are
25 to 30 per cent below United Kingdom prices, and it should be easy to find o
Burovean contractor (fibregs 'ass and glue are imported free of d-ty).

ldea! Casoments has a large plant which 18 well organized; it specializes
mainly in steel and aluminium windows and frames. Prices may be competitive,
but it is doubtful whether there is any market in Burope. As in the case of
3COPE, deliveries should be planned abroad, possibly according to Buropean

designes.

Olad Home Works Ltd. makes old-fashioned amd heavy bicyclies in smal!l
quantities (600/sonth) for the local markey, which should mot be saturated (Dbut
there is not eowgh advertisemamt). If the market could be increased, this
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II, SURVEY OF POTENTIAL FOR SUBCONTRACTING IN KENYA
Visits to firms were the experts! main source of informatioi, Almost
every vigit was described in & visit report, and these reports, which form an
initial portfolio of information on Kenyan industries, are available in the
files for consultation.
The following summary of the visits gives a tertative indicati-n of any
fivm should invest in & large extemsion, possibly wsing kmow-how from Pon




in the Yetrerlands. There is n> gquestisn, however, »f considering lnocally made

rarts as n-ssible items f-r subco ntracting.

In rencra’, f'ad Hime and ~ther firms created within Kenya Industrial Fetates
are far t>> sma.' and un->reanized t> have any chance ~f fing into intermational
sub~ntracting, Tt is a waste >f time, for instance, to try to sxport woden

“anzers made by ¢ weorkers in a completely unorganized shop.

firms fike Bro.!lh, which makes only steel profiles, angles, tubes and pipes
ftiey are extremelyv usefu’ for the local market, but stand no chance of
sudbm mitrating anvining for 1 number Of reasons: the steel is imported, the

firms are spall, and their equipment is old.

Jtocl iaorationg in Kenya

There are three reliing milis in Kenya, with electric arc fumaces as

iadle (July 1973)
5 ton ladle (F‘ehm*‘y 1975)
SHM 4 ton ladle

They are mainly using stee! scrap to produce wire, round amd sqguare red,

reinforcing bars, steel angles and flats,

For steel angles and flats, these firms could not compete with imported
rrodusts, but the saportation of reand and square reinforcing bars is
compietely banned,

Ttal annua’ fumace capacity is about 63,000 tons. This capacity and
the related prices completely preclude any possibility of subcontracting.

Foundry tperatisns in Kenya

There are cix metal foundries in Kenya,
Some tyrical prices for cast articles ares

Brackets (for bed manufacturers):
Imported from Indias K8k 2 each c.i.f. Nombasa
locally wmade K3h 2,25 each
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Cast—iron whaels for ploughs:
imported KSh 3} each
local price KSh3 each
These foundries are very useful for the local market, but quite unable to

meet intermational competition,

Electric mo tors, transformers, radjo and telephone sets, wires and
cables, batteries, electric lamps

The expert did not visit firms producing these items because ISPC made a
special report on the subject from which it is clear that in most cases, it is
doubtfu! whether such equipment can be made or even assembled in Kenya for
geveral years. Even then the products would be for the local market and some
neighbouring countries. Mention should be made of the investigation of Kenya
(and other African countries) by Motorola as a site for a large semi-conductor

assembly plant,
Vehicle
This is & particularly interesting srea, There are plans for three

commercial vehicle assembly plants of which one, for Leyland and Volkswagen
vehicles, is under construction at Thika (opening in 1977).

Use is already being made of some locally produced items, such as batteries
and tires, even if they cost more than the same items imported {the retail price
of a locally made Firestone tire is absut double the French retail price.
Firestone Kenya produces 600 tires a day as against 40,000 s day in a Beropean
country). Leyland is not against using an increasing proportion of locally-
made items, but there is a question of price and quality. At present, for
instance, exhaust pipes are of unacceptable quality, but they have to be used

as replacement parts for most makes of car.

The experts understand that a list has been made of items which it would
be advisable to make in Kenya in the future. The problem is to make a .:irr-
tam plan, to select existing firms able 1o make the items, and to decide what
new production planis are to be built. The limit of this integration is a
question of common sanse. It would not be wise for many years, to manufacture
complete engines, for example (three manufacturers are using the same =nmne.
which is mede in one faotory).




The criteria for the aelection sf items made locally should not be their

use, but the magnifying and training effect they can generate. (Ilking exhaust

pipes is a good starting point to introduce stainless steel technology, its
specific welding probiems, etc.; making engine fans is an opportunity to
introduce a die casting industry, with the serious correlated problems of

qualiity contri!, metrology, test-benches, etc,)
Tnxti.es

The erperts visited '3 textile firms employing between 100 and 1000
workers, roking shirts, blankets, garments, knitwear, printed fabrics, etc.
M>st of their raw materials (yarns, polyester fibres) carry an import duty of 30
per cent, which is only partially remitted after months of delay; these raw
materials ©ften represent more than 50 per cent of the cost of the product.

The advantage of low wages (which is in fact not obvious in comparison with
the Far East) is completely offset by the following factors:

The smal! scale of the firms and the low degree of nrduct specialisation;
Weak organirzationg

Inenfficient divisi~n of work in elementary tasks, insufficient study of
the nroduction line and arrangement of machines;

Inadequate technical training of the workers and foremen, no quality
control and, consequently, very high percentage of errors.

The most important firms are daughter companies of large Indian groups.

Imported products bearing a 45 per cent import duty are cheaper than the
loca! products. This, and some price comparisons which th- experts were able
to make, lead the experts to think that the competitiveness of these Kenyan
products in Burope is doubtful at present. However, possible Buropean ocutlets
for some products like shirts and even blankets, or rolls of cotton for medical
use, have to be investigated, That certainly presupposes a large effort tc
adapt to designs, siz~s, quality presentation and delivery time,

Only a small proportion of local demand is covered by goods manufactured in
Kenya. Consequently, it seems important to increase production for the local
market as well as for export. There is in any case a rapid expansion taking place
(forecast from 30 to 70 per cent in two or three years).

One cate deserves attention in Burope and is related to the inefficiemt
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current procedure for export remittance, before the possible creation of free
gones, If a contractor exports a raw material to Kenya to be transformed and
totally re-exported to him, there is no import duty. In such a case, the
Kenyan firm could be competitive, but only if two conditions are met: the
product selected must have a growing and rather new market, and a large modern
plant must be built to the specifications of the contractor. This is in fact
the case for a weaving, dyeing and making-up textile mill under construction
(yarn imported from the Federal Republic of Germany — men's and ladies' trousers
exported to Europe).

Foo

Panafood is an agro-industrial fimm. Parwmers within a radius of about
50 km from the plant produce capsicums, leeks, etc., which are brought to the
factory, processed and dehydrated (6 kg of dry product from 100 kg of fresh
vcgettblol). The product is exported under contract to ths Pederal Republic of
Germany.

Annex III contains a report by ISPC showing how far this ooncept of agro-
industries can be expanded in a oountry whsre agrioulture is by far the
strongest sector. The difficulty is that, while it might be poseible to find
a Iuropean contractor, it is not easy at present to find a partaer.

The problem is to establish effective co-operation betwsen people with markets,
money and know-how, on the one hand, and local growers, small and big, om the
other, The ISPC acts as a catalyst and welcomes such initiatives, Like ISPC,
one can emvisage co-operatives of the type to be seem in Israel or Yugoslavia,
with e me form of undertaking for each farmer to cultivate a bigger piece of
land together with others. Ths initiative should certainly come from the
Government, and would require good managers.

The Kenyan and world markst for fresh and dehydrated horticultural crops
is probably a very large one. Bearing in mind Panafood's complaints about the
variable quality of the input, howevsr, thsre is certainly a need to teach the
farmers to be more efficient.

The building of a processing plant (and related problcm) is certainly the
easiest point to settle.

Kenys Orchards Ltd. (KOL) is another exampls of ths possibility of agro-
industrial integration and subcontrecting. KOL is a sort of "big kitohen"
making excsllent jame and similar products. ™he firm has some transitory




problems with the increased price >f sugar, but it is a world pmblem and there
will be an adjustment >f the selling price. The plant is far t3» small t» be

really competitive, but it could grow as input of capital increases.
The experts will investigate the prssibility >f co-speratiin in this area.

The concept ~f bringing horticultural crops and agri-based industries
trgether relies >n the very critical matter >f water. The experts travelled
extensively through>ut the country, but were surprised nit t; see more wells.
It is ~bvious that large irrigation pryjects are needed, but the prssibility
>f finding water by biring and >f pumping it with a simple windmill shouid be

investigsated.

The pmduction >f edible 5ils is less than half the lical consumption.
Elianto is a small and quite mbodermn plant, but Nakuru 0il Mills is complevely
bsnlete and »f low efficiency. There is & need t> build modem »il plants,
but the problems of 511 seed production must be solved first.

Tre sugar industry is >n the borderline o>f this assignment (pmduction will
apparently match consumption in 1980), but there are two points worthy of note,
Firstly, during the visit by the experts, the plant was overstocked with sugar
and had shut d>wn because the railways could not meet the demand fror tonmage.
Se:ndly, the proper utilization »f molasses: at present, small quantities are
mixed with urea and phosphoric acid to produce a cattlefood. At least one
fermentation process exists which would probably give more sdded value to the
m>lasses (yeasts and aleohnl), But the mrst important questions concern
profitability, world prices and markets.

F.J. Prducts makes cornflakes (know-how from Genersl Mills) in a small, new
plant. The proyduct does n>t yet meet intematinnal ntandards amd more permanent
technical advice is required. The firm prepares pickles (onions, gherkins) under
poor conditions. The onions and gherkins and imported from Holland, but the
managing directsr is trying t> get them from Kenya. The lesson which can be
drawn from this (and from many other visits), is that the will, courage and
vitality of the managers are necessary conditions of success, but they must be

backed by goyd technical and managerial knowledge.




ood

There are more ithan 50 sawmills in the country. They are generally
small and unorganized, and use second-hand equipment. Compared with the large
potential of the African west coast in wood and equipment, Kenyan wood cannot
be competitive abroad (a price difference of 20 per cent between the west
coast and East Africa has been quoted).

The plywood factories, which are well equipped, make a product of second
quality which is almost completely used for making tea chestis (of 1,500,000
tea chests used per year, 500,000 are imported).

Nobody was able t> give the experts a firm price for a series of flush
or blockboard doors etc. The estimated prices are in the same range as
retail prices in France. The first goal is certainly to increase the quality
and quantity (30 per cent of import) of the production. It is quite possible
to find French firms able to bring at least their know-how, or to bring know-
how and designs for some small cheap wooden housing (from France and Norway).
But it is not obvious that such housing suits Kenyan taste, regulations and
traditions, and it would also be expensive under Kenyan conditions.

Wooden furniture

3ome firms are making good fumiture, in small quantities and of average
quality. The experts intend to find customers in Burope interested in co-
operation for deliveries to the Niddle East.

Buropean wooden sports goods sellers will also be approached.

Hides, lesther and akins

The biggest tanneries have a majorjty of foreign shareholders and the
product {wet blue) is already entirely subcontracted, An investor is sought
for a new tanning plant.

Nigcellaneoys

Since pyrethrum extract is an important export item, the experts plan to
check the situation abroad for taking contracts with some customers,
Salsburg, the marketing centre for Burope, is probably not the best place,

The extract production plant is quite modern and does not seem to need any know-
how from Burope.




Handiorafts (wood carvings, curios), are important export iteme because they
are sold to touriets, Production is mainly mcattered in small shops on a

craft basis, It is impossiule to get any pictures or catalogues, As the
product is often really artistic, it might interest firms if they are willing
to place orders to their own designs (Scandinavian design or sports goods,
rifle butts). One big drawback will be that this occupation is completely

unorganized.

The firm making fishing flies is in a bad shape (for sale), probably due
to lack of marketing and management skills. The experts were told that a
leading Norwegian r~ompany and previous customer now has its flies made in

Singapore,
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III. SURVEY OF POTENTIAL PRINCIPALS IN WESTERN EUROPE

There are more potential principals in Europe than had been anticipated,
but firms in Kenya should adopt & more agressive policy; problems, opportunities,
possibilities and limitations must be spelt out to European firms. Annex IT

contains a summary of the Furopean companies visited,

France

Installations are available to extract essential oils from vegetable
sources, The Pyrethrum Board of Kenya might wish to consider the possibility
of producing oils and other extracis, and could ask the Food and Agricultural
Organization of the United Nations to do a feasibility study. There is an
interest in Kenyan-made shirts and other garments, One engineering firm was
not interested in subcontracting, because of communication problems, but
suggested that Kenyan workers could be employed for erection contracts and
would learm a lot doing such work. Other products that might be manufactured
under subcontract include oils and feed—cake from oil seedn, stoves, wood, and

solar heaters,

United Kingdon of Great Britian and Northern Ireland

Pirms in the United Kingdom showed interest in subcontracting the
manufacture of shirts, fibreglass boats, boiler accessories, and accessories

for civil engineering.

Pederal Republia of Germany

Some interst was shown in investment in Kenya. One firm might be
interested in fibreglass boats if the price and quality are right.

Nopey
There might be a market for Kenyan shirts in Norway. The high level of
wvages in Norway might make furniture assembly under subcontract an economic

proposition.




¥
:

Netherlands

Approval to visit firms in the Netherlands was received too late to
notify manufacturers there in advancs. There appear to be possidilities for
subcontracting the manufacture of fibregiass boats, bicycles (provided a
limited budget can be made available to investigate the potential of Glad Home
in Kenya) and, to a lesser extent, flowers, fruit, vegetables, wooden fumniture,
and wooden parquet flooring. The opportunities for steel structures and

printing have yet to be analysed.

The Netherlands Centre for the Promotion of Imports from Dwsloping
Countries (CBI) warne of an increasing flow of offers from developing countries.
Importers are therefore very selectivs where quality and price are concemed,
and generally insist on prices quoted "“Pree Rotterdam bharbour” or
"Free Amsterdam airport®. It is clear that prices quoted "es-factory” or
"FOB Mombasa" will not be accepted in the Netherlands.

i
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Annex II

SUMMARY OF VISITS - WESTERN FUROPE

France
—

S5ciété Mero et Boyveau
53,0d, Vict:r Hugm
J6 GRASSE

This is one of th» leading firms making flower extracts for perfumes,
The expert was told that the market is expanding but is still highly speculative.
Technically, the fiowere should be treated on the site. The expert was
advised t> have 1 190k at the wood and vegetable extracts,
Etablissements Tournaire
06 GRASSE

Toumaire is a firm highly specialized in the design and construction of
extraction plants. They are making installations to produce every possible
extract from flowers, wood and vegetables. The average cost of such an
installation producing about 600 tons of extract per year is KsSh 0.7 -
1.4 million, It is possible to make extracts from sandalwood, rose wood,
nepper trees, cucalyptus, cypress, parsley, celery, carrots, vetiver, patchouli,

basil, ginger and tarragon.

Representatives of Tourmaire are quite ready to visit the Pyrethrum Board
in Nakuru, if it shows any interest in this matter.
le Printemps
102, rue de Provence
75009 PARIS

These big stores were very interested in subcontracting shirts. They found
the quality of » shirt bought in Mombasa quite acceptable, but some modifications
of shape(simple cuts, collars with visible sewing etc.) are needed, The price is
obviously & key -ointt it should be not more than 13 Fremch francs (about
KSh 22) delivered duty paid in Paris. A test with a lot of 4000 shirts could
be planned, There is already an active market with the hr East, If Kenya
could be successful with shirts, the door would be opened fcr other garments.




The buyer, who 18 familiar with the production of handicrafic in nenya,
feels that the product is not nrignial enough and is made in *o~ rmal’ Taantities

(they buy from China.). The woaden fumiture is too volumin-ur t° ne atiractive,

The expert suggests that the ¥FC, should invite lhe e rr manufasiurer:s
5f l>mbasa to make offers to this comnany.
Institut de Recherches pour les Huiles et O)dagineux
IRHO
11, Saquare Pétrarque
7e016 TARIS
IRHO has world experience in technical assistance for planting rrogrammes.
It is comnetent t> carry cut §2i1 surveys, tn make agronomic, techno.~gica’ and
sronomic studies, and to supply technical advice on selected, high-yield nlanting

material, land dsvelopment, construction of 51l mills etc.

The company suggests that it would be very much in Kenya's interent to gr>w
large quantities of 2i1 meeds riving edible 21’z and also high value cakes for
cattle { e.g. soya beans).

Hosieres

PO Box 44
13001 30YRGES

This is a well=known firm f>r the manufacture of stoves. They planned *»
puild & strve assembly line in Nairobi, but their agsrciate went bankrunt.
They are quite ready t> resume this project with a serisus firm,
eugeot

;(5. av. de la Orande Armée
75016 PARIS

The company expressed its readiness tn pravide lr W=l

Mtobécane
16, rue lesault
B3P 202
93502 PANTIN
This is a well=xknown bicycle manufacturer, which has built a plant ir
Jangui. Quite ready to give all necessary inf~rmation for a tumn-key nlant

{ sroduction over 1C,000 units 8 year).




B 25

Tunmer Sports
116, bd, Haussmann
75008  PARIS
The buyer is very interested in purchasing safari suits to meet the
frequent requirements >f his customers. The expert suggests that the KEPC

sh>auld send >ffers to him.

The oroducers >f his cheap sporting articles are mainly in Pakistan,
H:wever, he gave the expert the addresses of the following producers, with
whom Kenyan manufacturers could get in toucht

3té Donnay
24 SIGNY LYABBAY®

3t 3 Gauthier
67, rue d'ksticnne D'Owes
75 BOIS-COLOMPYI

Sté Siane
12, rue Legrange
75 PARIS

Tédération Nationale du Bois
33, av. Kléber
7% PARIS

This association is interested in everything made of wood,

Pédération des Industries Lourdes du Bois
30, av. Marceau
75008 PARIS

This association is interested in plywood, particle boasds, édoove, veneered
boards stc.
Fédération des Industries du Jouet

47, bd. Berthier
75017 PARIS

Following the expert's request this associatiom wrote to 15 nembers amd tep
manufacturers. None of them answered.




~A}-

F . ramine
v pye de Chteaudun
© 37 PARIS

This comnany, which spe ia.12c6 1in driliing, had a contract fror the
Jni~d Nations, New York and has found high pressure and boi’ing water reay

7airashas Tt sti)1 has some teshnicians in Kenys and is nrepared o make
irills for water research and t° train 1ncal n~eonle, ™e ~mnany renresentat
€1 be invited to meet 18PC.

Z~richim

106, rua d'Amstordam
75009 PARIS

This is a well-known enginesring firm that builds turn-key plants al!i Sver
the worid, They are not interested in subcontracting steel structures, because
they could n~t have the direct contact that is necessary when working from

drawings.

They have. however, reised an interesting and geners! issue for Kenya.
T~ fulfil the increased number >f contrects they are getting, these emgineerins
rirms are extremely short >f manpower fir the erection (with & very minimum f
gupervision 'f rlants. A Kenyan fu1im m. ght be interested in supplying the

workers, wh) wuld leam a 1>t doing such work.

There is i similar mannower nrblam in engineering work for the WMiddle
a5ty Jffera from big Kenyan civi?! engineering companies would be certainly
appreciated,

Mare Nostrum
06 BRAULINU

This firm imports fibreglase boats. They will write to KXenyan firms but
the market is depressed, especially for cheaper boats.
“annesux 3o0'sires
34 ANTIBES

T™is small firm makes very simple solar heaters. If there is a market
« r sonstruction in Kenya, they could provide know-how and design.

Srainea Clause
OF ANTINES

This small memufacturer already has some production in Kenys, which he
wants to increase. A trip to Keays is plamned for the ond of June; the
ex +rt suggested that they shhuld contact I3pC,




Commonwea th Development S rnoration (CDC)
sV Hi 7' Street
LONDON Wi

One o>f the managers was interssted to hear about the possibilities of
360PE for engineering contracts in East Africa., He asked 3COPE to write t»
the head of engineering for CDC,

An>ther manaser menti>ned two agricultural projects in Keaya. Theee
unf riunately went wrong, and he is somewhat reluctant to study similer pro jecte,
but he could be prifitably informed >f the latest develrpments by his
cyrrespondent in Nairobi.
Selfridges
40 Duke 3treet
LONDON W1

Selfridges buys everywhere in the wrld. They could be interested in
Kenyan shirts, if the price is about $820 a dosen.

They advised trying & joint vemture in Kenya witht

Jardin's Mathesson
Textile Alliance lLtd
Star House

KOWLOON - Hong Kong

Kenya High Commission
45 Portland place
LONDON W1

The commercial attaché complains that he needs more information fvem
Kenya, if he is to be more efficient,

He recommended making contact with the followimg firm, whiok is still
interested in investments in the fHod industry:

Rieber and 3ons
Toro Mod Division
Nostegutan S8
BEROEN

Norway




Towler amd Son Ltd

Joree Lane Industrial Estate
Talford Road

MACTON=ON-SEA Essex

The company is interested in fibreglass boats and will write to
inecialized Mouldings.

It oroduces small- and medium-sise boilers and exports some >f them to
Fast Africa, It is ready to subcontract some boiler accessories in Kenys
and ehould be sending dooumemtetion %o the expert,
Wiggles Worth and Co, Ltd,
30-34 Mincing Lane
LONDON BC 3

This fire produces and exports to Kemys equipment for civil engineering
(cuncrete mixers etc.) They are ready to subcontract acceseories, supporte

etc.  The experts were advieed to contact Wiggles Worth, P.O. Box 30092,
Nairobi,

Foderal Republic of Jermny

0tto Versand
Wandsbeckerstrasee 2
HANPURG

The company is interested in Kenyan products, provided they receive fimm

rroposa’ 3,

outnino Caro and N0,
Steindamm 30

P,0, Box 101140

2000 HAMBURG 1

These large engineering firms have comtrects in Africa (they bmilt the
"670 Hotel” in Nairobi). The ares director was extremely interested W the
documentation on 3COPE (steel structures, oil storage tanks), in view of some
contracts in Zambia. But the Federal Republic of Germeny is very competitive
in steel struoctures and this sort of mamufacturing capacity ie slready availabdle
in the Niddle Eaest.




Africa-Verein E,V.
Klosterwal' 4
2 HAMBURG 1

Tne direct>r :s very aware >f the problems in Africa. He does not conceal
the imp>ortance of the political aspect in Africa, mainly when dealing with
sma.l-and mediwm-size German firme, The large firms are big emough to handle

their own risks and guaranteea,

He advises making contact with Achelis and Sons of Bremem, about

investment i1n fruits and vegetables,
It wou!d be 1 go>d idea to> ~ontact his representative in Kenya1

a:ifeang 3-hneider-Barthold
£,0. Bix 40071

Riverside Grove

NATROBI

Hansen and Co,
“Snchebergstrasse 10
HAMBURG
This forcign trade company is more interested in exports to Kenya, but is
als> interested in investments in Kenya and has taken copies of the following

nroject dessrinrtionz made by I3PCs

export-2riented 2lcohol plant
ethy! alnoho!

yeast manufacture

maize mi!l.

leather tanning

They have an office in Nairbis

Hansen Zast Africa 1.td
Tom Mbhoya 3%,
FNAIRORI

Yachtagentur
Sioylle Brumm
Hundenburg Ufer
23 (IF1

The import >f fibreglass boats from Florida, United States of America, is
the sideline »f this representative of a large road freight carrier. HNe is
extremely interssted in the products of 3pecialised Wouldings dut the prices are

very high.




According t) him, the 3pecialized Mruldings "Searsider 21" should not cost more
than DM 10,000 f.>.b, Mombasa. (It would be worth knowing if Specialised
M>ouldings is able t7 meet such prices.) The finish sh-ould be extremely good.

Norway

Norwegian Texti'e Council
Frinsensgt, 2
IV 0s5L0

The sxport director was impressed by a shirt sade by National and Seaswn
Garments and by the price given by this firm (less than 8US 3 each). The expert
gave him the shirt for circulation to members of the association,

T R SRR R AR

Norwegian Fumiture Makers Association
| Grafvedels Platz §
0SLo
| The director was very interasted in Usuri's catalogue. According to him,

Norwegian wages are so high that it is possidle to subcontract fumiture
' assembly for shipping in containers.

He advises contacting the following manufacturers:

| Ama Bruk
5260 TNDRE ARMA

I Blindheim
6020 V¥B SUWD

Brunstad Fabrikker
I 6220 ITRAUMEGJYRDE

Nordas Industrier
| 5050 NESTTUN

Sandvik
l 6172 HAVOLL

Stokke
' 6010 SPRIBLXAVIK

It would be also interesting to contects

' Wigadan A/S
ITC Hvidkil Dvej 64
DX 2400 BV, COPENHAGEN  Dermark

The company has built & fumiture plaat in Accre (Ohena) and might be
' intsrested in investing in Xenys.




Norwegian Agen-y for
International Develspment (NORAD)
Fridthof Nansons Vei 14
I3 3
The agency adviser is very aware of the investment projects in Kenya,
some >f which, according to him, are already ten years old, But he took ocopies

of the following project descrintions:

Fruit and vegetable processing
Pharmaceutical industry
Plywood and aawmill

Asparagus growing and canning

He mentioned the fo!luwing development companies created to export their
know-how and experience:

Fideco (fisheries)

Forindeco (forest and forest industries)
Hydeco (hydro-power and industrial development)
Norhouse (housing development).

Netherlands

Centrum tot bevordering van de import uit ontwikkelungslanden{CBI)
(Centre for the Promytion >f Imporis from Leveloping Countries)

3na1singel 79

~.0. Box 30009
ROTTERDAM

“he Centre ia an agency »f the Ministry of Forcign Affairs.
Tt issues a month'y news bulletin with the latest information about
export fairs etc, Fxporters in developing countries »r importers in

developed countries can contribute by indicating products they want to export

or importe  The mailing list of the CBI News Bulletin shows only six addresses
in Kenya,  Th~ XTPC can request CBI to extend the mailing list if they think
this is useful, Kenyan companies interested in export to the Netherlands

can be incorporated in the GBI filing system, which is open for Dutch importers,
They should fill in a company profile questionnaire, a sample of which will

be sent to KEPC, CBI helps to organise fairs for developing countries.




M>yat »f the cost is byrme by the Dutch Govarnment. At the end »f this year
a fair will be held for wood products; any interested parties should contact
GBI,

Ve Hmmrg B.Vo
Hhogwerfsingel 2
".0. Box 29
SPTJKENISSE
Telex 24371

This company is very interested in cr>-perating with Specialized Mouldinge
in Jenya, because Specialized Mouldings has designs which are clise t> v. Hamburg
designs. Assuming Specialized Mouldings statement that their prices are 20 to
37 per cent below United Kingdom prices is correct, this affair lioks very
promising, because v. Hamburg has the sales >rganizatiosn ready to restart their
activities for boats, If an offer from Specialized Mouldings confirms their
1>w prices, v, Hamburg will probably send >ne of their managers tc Xemya to
discuss further on-operetion,

Unikap
Den Hulst 48
NISUNLEUSEN, Ov.
This company will investigate the possidbilities of subcontracting to
Glad Home, but does not seem to be very interested.
3atavus
Dystbur 515

HUTRT
Texlex 46026

They will {nvestignte the possibilities but do not seem very interested,

Ri jwielfabriek Pon
Nyverheidsweg, Zuid 3
AMTRSFOORT

This company has & sedium—sise factory; it is one >f the oldest bicycle
factories in the Netherlands and is known for its high quality, The director
is interassted in the porssibility >f subcontracting. He is willing t» transfer
his knowledge t» Glad Home Works and to trein personnel, but he will nt invest
>r add money.

After the financial side has been arrenged in principle, he is ready t-
g2 to Kenys to analyse the porssibilities of Glad Home Works. He is convinced
that production could be improved and that this would result in a much lower
price.




Tuning - Aalsmeer
Postbus 41
AALSMEFR
Telexs  12679WT
Cable: Tuiring-Aalsmeer

This company is one of the biggest exporters of flowers in the Netherlands;
however, it also buys flowers from Australia, South America amd other countries,
Past experience with Kenya has shown that the quality of flowers from Kenya is
good but that the packing is poor, The company is willing to look into the
possibilities agmin after receiving new offers from Kenya, stating which
flowers can be supplied with prices free Amsterdam airport, Twning is also
interested in Kenyan prices for fruit and vegetables,
Bol en Scharp
WOLVEGA

This manufacturer of style fumiture already has suppliere for kmock-
down furmiture in Asia and his supply is covered for a yoar., HNevertheless,
he is willing to look into co-operation with Kenyan memufacturers and wamts to
have more detailed information,
Ae He J. Beumer

Wiensbrink 53
ENSCHEDE

This company is interested in parquet fluors and wooden wall ocoverings and

wants to know which of the following types of wood are available in Kenyas

Missanda, teak, kambala, muhuhu, keroewing,
jarrah, afromesia, meerusse, panga panga,
merbau and percba de campos,
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Apnex III

POTENTIAL POR PRUIT AND VEGETABLE PROCESSING IN KENYA
(Infrrmation provided by the Industrial Survey and Promotion Centre (ISPC))

Introduction

Although Kenya is essentially an agricultural country, considerable
industrial development has already taken place. During the 1974-1978
Development Plan period the growth in gross value of marketed crop products is
projected to be 7,2 per cent per annum, reaching a total of KSh 2,130 million
($Us300 mi11ion) by 1978, Value added by manufacturing industry, as projected in
the Plan, will grow by 10.2 per cent per annum to reach KSh 2,800 million
($US390 million).

Kenya has been highly commended for its stability and its economic growth.
Government policy favours private investment, including investment from overseas,
and in particular joint ventures between local and foreign investors.
Infrestructural facilities, like communications, power supply and education,
are progressing steadily and have been developed to serve the growth of modern
industry, Increasing importance is being placed on rural development and
employment creation.

With a total area of 582,000 square kilometres and altitudes of up to
3000 metres and more, Kenya is 3 country of tremendous climatic diversity, with
corresponding potential for horticultural production. Twenty per cent of the
land, or about 12 000 000 hectares, receives more than 760 mm of rainfall per
annum, and there are additional possibilities for irrigation, Since independence
in 1963, the accent has been on small-scale farming, which will rerain very
important, but land is also available for large-scale agro-industrial -
enterprises and there are areas reserved for co-operative schemes that could
be used for similar purposes.

Fruit and vegetable processing in factories now existing or under
construction represents an annual output of about K3Sh150, 000,000 ($USR1,000,000),
mostly for export, with canned pineapples as the main product, but including
dehydrated vegetables, passion fruit juice and other juices, jams and various
other canned products,
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In the context of world fod shohrtages and the genepa) scarcity of goud
areas for crop cultivation sn sne hand, and the faviurable conditions in Kenya
on the >ther, foreign companies are invited to cinsider this country as a base
for their operations, opportunities are particularly go.d for companies with
1 5trong market pasition or specialized experience in food marketing and needing
new or additional production facilities, but considerable opportunities also
exist for companies with a strong background in food technology, management

exrertise >r finance,

>roducts and markets

For large-scale processing plants, exports to industrialized countries
will represent the main outlet, Market demand will therefore be the starting
point far product selection and assortmemnt, But the possibilities for growing
the crops in question must, of course, be ascertained, Among the ~prps
identified as having high potential are: vegetables cf various ty-es including
asparagus, french beans, broccoli, and brussels sprouts, tomatoes, brinjals,
capsicums and chillies, onions, mushrooms, and possibly potatoes, as well as
avocadoes, strawberries, various tropical fruits like mangoes, nassisn fruit,
lime, ~ther citrus fruits and temperate zone decidy>us fruits ty a lesger extent,

and nuts,

Some of these crops give exceptionally high yields in Kenya and can be
cropped twice yearly, or over extended periods of time. Characteristics of
rrocessed products, which would have additional commetitive strength, include
high value/weight ratio, as in concentrated or dehydrated products, or products
of a relatively expensive nature, like asparagus and mushrooms, Other sdvantages
include cheap labour costs and reasonable building costs (because of the

temperate climate).

Although industrial processing should normally be based on Crops cultivated
particularly for that rurpose, the possibility of combining processing with
production for export in the fresh state should he kept in mind, as such exports
have recently increased rapidly, reaching 2,300 tons in 1973.

Processing up to the ready-to-servs stage, for the consumer or catering
markets, is also possible because of the good growing conditions for

norticuitural raw matsrials, the low labour costs and the availabi lity of
additional raw materials like meat, milk, fish and cereals, Examples of such
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products oould be soups in nowder or canned, canned prepared dishes, fruit
salads, mamalades etc.

The local market for processed fruits and vegetables is estimated at some
KSh15 000 000 per annum, rising in five years to about KSh2} 000 000 per annum.
While & minor part is still imported, local manufacturers supply the bulk of
the products consumed in the country and have also developed interesting sales
in nearby export markets, This situation is expected to continue.

But additional possibilities exist for new products with a very wide market
appreal.

] jects

The feasibility of the following project ideas has not been evaluated in
detail and should therefore be taken as only indicative of the possibilities.

Dehivdrated vegetables. A processing plant based on large-scale

cultivation, probably combined with cultivation by small-holders in nearby areas,
Products to be exported, at least until local manufacture of soups etc. has
started.

Crop required: 32,000 tons

Area required! 4,000 acres

Investmeat, land preparation: KSh 16 000 000
invm-ont, plant t K3h 30 000 000
Investment, total + KSh 46 000 000

Output value/export value : KSh 25 000 OO0 per annum

Canned agparague. Asparagut cultivation can be developed in several areas
of the country, A canning project could be comdined with fresh export md/or
export of salted asparagus for use in the production of soups overseas.

But it could also be a separate enterprise, or be comdined with camning of
other vegstables. The following figures refer to a canning project alone:

Crop required: 1,500 tons
Area required: 500 acres
Investment, land preparation 1 KBk 2 000 000
Investment, plant s KBh 2 000 000
Investment, total s KB 4 000 000
Output value/export value 3 KB 8 000 000
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Tomato paste  Production of tomato paste has so far not bcen very
successful in Kenya, but recent investigations tend to indicate that this has
been due to the use of less favourable varieties, and that very &ood results
can be obtained with specialized, large-scale cultivation, Figures f-r gych

a venture could be >f this nature:

“rops required: 72,000 tons

Area required: 2,000 acres

Investment, land preparation: KSh 8 000 000

..vestmer*, plant ¢ KSh 20 000 000 )
I.vestment, total : ¢ KSh 28 000 000

Qutput value/export value : KSh 38 000 000

Mushroom canning. According to expert advice, the potential for mushroom
cuitivation is very high in Kenya, and within a few Years an output of
10,000 tons >f canned product per annum could be envisaged, This particular
cultivation requires very little land, but is labour intensive and requires
an abundance of agricultural waste, As a model project the following figures

have been suggested:

Crop required: 1,000 tons

ATrea required: 10 acres

Investment, cultivatisn ¢ K38h 5 500 000
‘nvestment, plant (canning): KSh 3 500 000
snvestment, tota) ¢ K3h 9 000 000
Qutput value /export value : KSh 10 000 00C

Mango processing. Considerable quantities of CONmOn mangoes, perhaps some
30,000 tons per annum, are already available at low cost (well below KSh500

ner kilogramme). Hence, there is an interesting opportunity for develrpment »f
rrocessed mango pmducts, like Mango nectar, but further studies are needed
with regard to markets as well as technology.

Prepared foods, The availabi lity of various vegetables and fruits, plus
Kenya's supply of meat and Cereals, and even fish and seafood, combined with
low labour costs, should make the production of ready-aade food products very
attractive. The possibility »f establishing a really competitive source of
supnly would seem realistic, particularly for high value to weight ratio

rroducts, like an assortment of dehydrated soups,




The soope and sise of such ventures would depend on the markets available,
in the case of transfer of existing production facilities, or the marketing
potentials in cases where new or additional installations would be considered.

Pro velo

Specific areas of the country may be indicated for the cultivation of any
particular crop, based on experience and research, But the individual
investor may also wish to undertake his om investigations and tests,

In any case, the Ninistry of Agriculture, and its Horticultura! Crops
Development Authority, will be able to give valuable assistance.

The availability of land should alsc be discussed with the
Ninistry of Lands and Settlement. While possibilities for large-scale
cultivation may be limited in those areas which are already settled with small-
holders, there is a variety of other possibilities for finding the right type
of land. Several co-operative schemes may also offer interesting possibilities
for large-scale production, and the Ministry of Co-operatives would be able to
assist with information in this regard.

Kenya's packaging industry is well equipped to supply additional food -
processors. There are efficient produoers of cans and plastic and paper
containers with a high standard of printing. They are dependent on imported
raw materials apart from paper which will be available from Kenya's new pulp
ard paper mill,

The Government would welcome the establishment of food processing units
serving export markets, Such companies would be among those eligible under
the Manufacturers Export Compensation Scheme to receive payment from the
Government of 10 per oent of the f.o.b. value of exported locally-manufactured
goods, The Governaent may also be prepared to partioipate in suitable new
ventures through development institutions. Among thesv.asze the
Industrial and Commercial Development Corporstiom (ICDC), the
Industrial Development Bank ( IDB), the Development Pinance Company cf Yenys
(DPCX) and the Agricultursl Pinance Corporatiom (AFC).

Purther information on the oonditions for imvesting in Kenya oan be
obtained from ISPC,which will also assist loomal and foreign investors with
details about tkis partioular industrial sector, smd.give guidance to potemtisl

I o P I L wpwrp
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investors wanting t> carry but their »wn pre-feasibility studies. The ISPC
would be grateful to receive inf>rmation abyut the background and experiemce {in
marketing, technyl-gy, management and finance, f any interested party.

The address is:

Industrial Survey and Prom>tion Centre
Ministry of Commerce and Industry

P,0, Bax 30430

Nair>bi, Kenys.









