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This document has nol hcen edited. 

The designalions cmploy1:d and lhc presenlalion of material in this pul"llication do nol imply the 
expression of any opinion whatsocv1:r on lhe parl of the United Nations lndus1rial Devclopmcnl 
organi1a1ion concerning 1he kg;il slalu~ of any counlry, lerritory, area or city, or of its aulhorilies, 
or concerning lhc dclimilalion of ii-. fronlicr" or houndaries. 

Mention of firm name-. 111' commercial products docs r.ol imply the endorsement of the United 
Nations lndu-.1rial Dcvc1opmcnl Organitalion (UNIOO). 

The views and commcnls contained in this study do nol n1;ccssarily renccl I hose of the govcrnmenl 
nf Kenya nor do 1hcy officially commit UNIOO lo any particular course of action. 



PREFACE 

This Industrial Development Review of Kcnya is part of a series aimed al strengthening the 
·country focus" of UNIDO acti\ities. Within the framework of the work programme of the 
???Industrial Dcn:lopmenl Rc\icws Branch of UNIDO, which moniturs the international 
industrialization process, the rc\iews prm.-idc a survey and analysis of each county':; industrial 
development achievements. The Rc\icws arc intended lo prmidc a sen.ice lo those within 
UNIDO and other international agencies concerned \\llh industrial poliq. planning. project 
de\-dopmenl and implcmcnlation, and lo he a ready source of information for governments, 
investors, industrialists, entrcprcncurs, policy makers, international organi7.alions, aid agencies, 
academics and n:search institutes. 

The Rc\iews haw lwo separate hut interrclalcd ohjcclin:s: they arc designed lo facililale and 
promote acti\ities of UNIDO. as well as to scn.·c a:-. an informative and anal}lical document for 
the intcrna1i,in;il industrial community. Thc analyses conl;iined in the Rr\iews arc inlended to 
support the technical as.sistancc programming for industry hy prmiding specific analysis which may 
serve as an inpul to programming ac1iv11ics and as a hasis for informed discus.-;ions. The Rc1.icws 
arc also designed to accommodale the needs of a wide readership in the international community 
associalcd v.ith induslry, finance, lra<lc, husincss, research arJ governmcnt, la~ing the groundwork 
for undertaking in-depth analyses of specific aspects of industrial development trends, policies and 
strategics. 

This Review comprises three Chapters. Chaplcr I presents and oven.icw of the economy of Kenya 
and analyses 1hc economic policy cm·ironmcnt. The slructure and performance of the 
manufacluring sector arc analyses in Chapter II v.ith parlicular reference ti' ~rov.1h and structural 
change, employment productivity, ownc.:rship. location, cmironmcntal impact and trade. Chaptc:-
111 examines the pcrform;;nce and prospects of key industrial hranches. Data on macroeconomic 
and industrial trends arc jiresentcd in Annex A, and a list of major organizatiom and associations 
supporting industrial dc\"clopmcnt in Kenya arc provided in Annex B. 

This Review is hased on information avaibhlc as of Novemhcr 1995. 
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EXPLANATORY NOTES 

Rcfcre:'lcc~ to dollars ($) arc to United States dollars. unk~s otherwise stated. 

Dates di\ided hy a slash (1991/92) indicate a fiscal year or a crop year. Datcs separated by a 
hyphen (1991-1>2) indicate the full period, including the beginning and end years. 

In Tables: 
Totals may not add pn.:ciscly because of rounding. 
Two dots( .. ) indicate that data arc not available or not separately rc;mrtcd. 
A dash (-) indicates that the value is nil or negligible. 

The follo.,..ing ahhre\·iati.ms arc used io this publication: 

AEF 
APDF 
ASAL-; 
AVA 
BAT 
BP 
BPCC 
CAN 
CBK 
CBU 
CKD 
CMA 
CO MESA 
DAP 
DDF 
DEG 
DFCK 
DFS 
DGIPE 
EACC 
EADB 
EAPCC 
EDESA 
EPC 
EPZs 
EPZA 
ESTU 
Ell 
FIPA 
FKE 
FMO 
Ci DP 
CiM 
Ci NP 
HCDA 
1('0(' 

ICSID 
IDB 
IF<' 
ll\IF 
IPC' 
11'0 
ll'S 
ISO 

Africa Enterprise Fund 
Afri.:an Project Dc·.dopment Facility 
arid and semi-ariJ lands 
Associatcd \'chide Asscmhlcrs 
British Amcric:m Tohacrn Company Kenya 
British Petrokum 
Bamhuri Portland Cement Company Limited 
calcium amm\lnium nitrate 
Central Bank of Kenya 
completely huilt up 
completely knocked down 
Capital Markets Authority 
Common Market for Eastern and Southern Africa 
diammonium phosphate 
District Devclopment Fund 
(;erman Devdopmcnt Bank 
Dcvd1lpment Financl'. Company of Kenya 
District Fllcus Strategy 
Dcpartm:.:nt of (;overnment lmestmcnts and Puhlic Enterprises 
Ea:-t African C11oper;1tional Council 
E;1..,t Alrican Den:lopment Bank 
Ea ... t African Portland Cement Company 
Economic Devclopmcnt for Equatorial and Soulhcrn Africa 
Export Promotion Counril 
Exporl Proccssinµ: Zonl.' ... 
El'Z Authority 
Exerutive Secrctari;1t and Tcchnic;il Unit 
European Union 
Foreign Investment Protcction Acl 
Federation of Kenya Employcrs 
Nelhcrbnd ... Ovcrsca~ Finance Company 
gm ...... donK·stic product 
( ieneral Motors Lid 
µ:ro ... .., n;1tional product 

llort icul: ural Crop ... Dc\clopmcnl Authoriry 
I ndu"I ri;il and Commercial Dcvclopmcnt C'urporat j, in 

lntnnafi('nal ('cnfrc for thc Sl.'lllcmcnt of lmnlmcnt Di ... pulc ... 
lndu ... trial Dc\clopmrnt Rink 
lntnnatinnal Finanrr ( 'orp11rati11n 
lnlcrnalional l\lnnl'!ary h111d 
I nw ... 1 llh'llt l'ronwl ion ( 'rnr rt· 
puhlir nlfrring 
lndu,lri;il l'ro111oti1H1 Snvin:" I.Id. 
inft'rnation;il and ... uh ... rrihn dialling 
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JCI 
KAM 
KCB 
KCC 
KEAS 
KEDS 
KIE 
KIRDI 
KMC 
KNCCI 
KPC 
KPR 
KPTC 
KRAA 
Ksh 
KSTS 
KTDA 
KVM 
KWIT 
LPG 
MIGA 
MUB 
MVA 
NBFI 
NG Os 
NIC 
NPK 
NSE 
ODA 
PABX 
PAPM 
PRPC 
PTA 
REF 
RMPCA 
RTPC 
SADC 
SEFCO 
SM Es 
TA 
TC 
TSP 
lJNEP 
VAT 
WTO 

E'rplu11ut01y Sotn 

Japan Consuhing ln ... tilute 
K\.·nva Association ,,f Manufacturers 
Kcnva Commercial Bank 
Kenya Coopaati\·e Creameries 
Kenya E'<portas Assistance Scheme 
Kenya E'<porter Development Support 
Kenya Industrial fatales 
Kenya Industrial Research and Development Institute 
Kenya Micro Computer 
Kenya National Chamhcr or Commerce and Industry 
Kenya Pipeline Company 
Kenya Petroleum Refm..:rics 
Kenyan Post and Telecommunications Corporation 
Kenya Revenue Auth .::y Act 
Kenyan shilling 
Kenya Small Traders Society 
Kenya Tea Devclopm:.:~: Authority 
Kenya Vehicle Manufactures Ltd 
Kenya Women's Finance Trust 
liquefied petroleum gas 
Multilateral Im·estmcnt Guarantee Agency 
Manufacturing Under Bond 
manufacturing value-added 
non-hank financial institutions 
non-g1wernment organi1ations 
newly in<lustridize<l countries 
nit11.gcnous phosphate and potassic fertili1crs 
Nairohi Stock Exchange 
official development assistance 
private ;automatic hranch ex..:hanges 
Pan African Paper Mills 
Parastatal Reform Programme Commillec 
Preferential Tr;llling Arca 
Rural Enterprise Fund 
Restrictive Trade Practices, Monopolies and Price Control Act 
Rural Trade and Production Centres 
Southern African Development Community 
Small Enterpri~·· Finance Comp;sny 
~mall and medium enterprises 
technical assistance 
technical coo pc rat i1111 
triplc ... upcr pho.,phalc 
llnitcd Nations Environm~·ntal Programme 
valuc-addcd-!ax 
World Tradc Or!!ani1a1 ion 



BASIC INDICATORS 

BASIC INDICATORS I: THE ECONOMY 

Popula:ion (1994) 

Annual growth rate of 
popu\ation (1980-1990) 

Labour forceb/(1990) 

GOP (1994) 

GOP per capita (1994) 

Growth of GOP (percentage) 

Structure of GOP (percentage) 

Exports (1993) 

Principal exports 

lq:>arts (1993) 

Principal iq:>arts 

Current account surplus (1994) 

International reserves (1994) 

External debt (1994) 

Debt service ratio C1994) 
(Percentage) 

Cons1.111er price change 
(Percentage) 

Ellchange rate 
(Ksh equivalent~ to UStl) 

a/ J»n,"·1~11m.1I. 

25.4 mill iona/ 

3.5 per cent 

8.18 mill ion 

Ksh 9,493 million 

S204 

1988 
5.2 

1789 
s.o 

Agriculture 
!'4anufacturing 
Trade, tourism 

1990 
4.3 

1991 
2.1 

Business services 
Building and construction 
Other 

Ksh 3,678.~ million 

1992 1993 1994 
0.5 0.2 3.0 

1980 1994 
30.3 25.0 
13.0 13.6 
10.8 11.3 
6.3 9.6 
4.7 2.5 

34.9 38.0 

Tea (Ksh 993.7 million),Coffee (Ksh 551.5 million), 
cement (Ksh 65.0 million) 

Ksh 5,056.4 million 

Mineral fuels (Ksh 1,275.8 million), 
chemicals CKsh ~?4.1 million), 
manufacturing goods CKsh 736.0 million), 
machinery and transport equipment (Ksh 1, 167 .4 mill ion) 

$104 

Sl.057 billion 

$6.9 billion 

34. lc/ 

1990 
15.8 

1990 
25.1 

1991 
19.6 

1991 
27.3 

1992 
27.3 

1992 
32.3 

1993 
46.0 

1993 
58.0 

1994 
28.8 

1994 
56.1 

h/ f'.,11m.1inl numhcr 11f per.on' cmpl11H··i 111 lhr lll'>dcrn and 111f11rn1.1I 'error" only .1 m1ll111n. 
r/ C'cn1r.i1 ll;111k 11f l'cm;1 c,1im;110. 



x Basic Indicators 

BASIC INDICATORS II: THE MANUFACTURING SECTOR 

MVA (19<i4) Ksh 1,696.5 million 

MVA pH Capita (1994) ICsh 66.79 

Manufacturing ~loyment (1993) 193,400 

RPal growth of MVA (percentage) 

Structur~ of HVA Cpercc~tage) 

Share of manufacturing e~ports in 
total exports (1994) (percentage): 

1990 
TI 

1991 
3.9 

Food processing 
Bever as es 

1992 
TI 

Machinery and transport 
Chemicals 
Textiles and clo~hing 
Metal products 

48.4 

1993 
TI 

1980 
23.90 
10.36 
17.08 
8.24 
9.21 
5 92 

Structure of industrjal exports 
(1994) Cpercentage)a Cons\lll('r goods C28.1), proce~sed food and 

beverages (25.6), processed industrial 

1991 
30.16 
11. 51 
9.86 
9.32 
7.08 
6.22 

supplies C~2.2), transport (2.3), machinery and 
equ·; pnent C 1. 9) 

Share of manufacturing imports in 
total imports C 1994) (percentage): 

Structure of indust~}al imports 
(1994) (percentage) 

74.5 

Processed industrial supplies (43.9), 
capital equipment (20.6), transport equipment (16.5), 
processed food and beverages (10.1), 
consllller goods (9.0) 

a/ ,,dds ro m"'" than 100 due to roundin~. 



Basic brdicators xi 

BASIC INDICATORS Ill: INTER-COUNTRY COMPARISON OF 
SELECrED INDICATORSa/ 

Indicator 

Population (1993) 

Area 

GNP per capita (1993) 

Averag~ annual rate of 
inflatior. (1980-1993> 

Unit 

Mill ion 

ThOU>.and 
square km 

s 

Percentage 

Private cons~tion Percentage 
(1993) of GOP 

Gross domestic investment Percentage 
(1993) of GOP 

Gross domestic savings Percentage 
(1993) of GOP 

Exports of goods and 
services (1993) 

Energy conSUflltion 
per capita (1993) 

Food industry (1992) 

Textiles and clothing 
(1992) 

Machinery and transport 
equipnent (1~2> 

Chemicals (1992) 

Other industries (1992> 

Percentage 
of GOP 

Kg of oil 
equiv11lent 

Percentage 
of MVA 

Percentage 
of MVA 

Percentage 
of HVA 

Percent a!!'? 
of MVA 

Percentage 
of MVA 

Kenya 

25.3 

580 

270 

9.9 

66 

16 

21 

42 

99 

39 

9 

10 

9 

33 

Manufactured exports to 
CECO countries (1993> 

S million 1J3 

Current account balance 
(1992) 

Gross international 
reserves (1993) 

External debt (1993> 

S million 153 

S million 437 

S million 6,994 

Debt serv.ce ratio (1993) Percentage 28.0 

Ethiopia 

51.9 

1,097 

100 

86 

12 

3 

23 

62 

21 

2 

14 

2 

-183 

500 

4, 729 

9.0 

Nigeria 

105.3 

924 

300 

20.6 

63 

15 

19 

36 

141 

199 

2,268 

1,640 

32,531 

Sn11rcr: World flan~. World l>ci'<·lr1p111m1 f(qmrt 1995 (Washing1on D.C .. l'l'J5). 

Uni: ?Ci 
Rep.Elie of 

Uganda Tanzania 

18.8 28.0 

236 945 

180 

8? 

15 

5 

21 

3 

-107 

146 

3,056 

143.6 

90 

24.3 

82 

51 

10 

31 

35 

51 

-408 

203 

7,522 

20.6 

a/ 1Ja1.1 for Kenya may nrol corresp<>nd !o !hose nled elsewhere in 1his rep<lrl 11ecausc of d1ffcren1 M1urccs. 



SUI\1!\1ARY 

Since gaining. in1.kp.:nd.:nce in 1'111.~. K.:ny;1·, 1.:nmomic p..:rr1•rmance has ll\.'.1.:n mixed. From l'k1.\ 
through the mid l'IStb. the counlry hillimcd a policy of market econonay wi1h slmng government 
in1cr..-enlit•n and puhlic-scclor !cd l!rowth ;ind dc\-dt1pme11t. Policy in the early years al'\o ftx:u'\ed 
on imporl suh ... 1i1uti1m. From 111:\t•. h,1\\.e\·cr. policy switched to one of decreased direct 
glwcrnment presence in the economy. with g•wernmenfs main role hcing that of creating an 
"enabling emironmi.:nt" in which the pri\ak seclor can flourish. In recent years this has indm.!cd 
a mm·e to n.:fnrm tht: cntire ccon11mic sysrcm. These rcforms. it is hop..:d. \\ill re-eslahlish 
economic stability. and thcn accclcralc and suslain de..-dopmcn!. In the immediatc term. it hop..:d 
thal they \\ill result in n.:ncwed husim.:ss confidrnce. !lt1th hy domestic in\'estors and potential 
international im·.:stors. 

Since l'ISt1, and e'pecially in the l;1st kw ye;1rs. a great de;1l of progress has hc.:n madl· in this 
direction. Th.: 1rad1: regime has hc.:n lihcralizcd. foreign exchange regulations ha..-e hcen 
aholished and th.: shilling lfo;1lcd. rd1•; m of th.: financial scetur has hcgun. the hudget deficit as 
a p..:r ecol of Ci DP has hecn slashed. and the ration;1li:1ati11n of the ci\il senice and pri\·atization 
and/or rcstructuring of the !"i;my state-own1.:d enlerprises has hcen started. Mo..-es ha..-c also hccn 
made to case lhc n:gulalinns ;md limils 1•n foreign in..-eslmenl. and in fact lo encoura!!e such 
inwstment. 

llhimalcly Kenya \\11uld like lo adopl the ·Asian Tig..:r" m1~dcl of such wuntrics as South Kure a. 
Hong K1\ng and Singap11rc. It was with 1his model in min<l 1hat Scuio111;f Pup1•r :\'o. I of l'J'J-1 
m1 Rcn11·c1y 1111.J Smt11i11ahfc Dn·dopmcm to tht• }(·ur lfl/O, staled 1hc g1wcrnment"s inlcnl 

lo folt.1w a slricl man11cc11n11mic m;in;1gcmcnl wi1h 1igh1 n•ntrol of hu<lgct <lclicils. the m,mcy 
supply ;ll'd inlbti1in: est;ihlish ;in Pl1lw;ir<l 11rienlali11n which docs nol 1wen·aluc lhe shilling hut 
allows re;.dy arcc, ... 111 f11rcign cxch:ing.:: e ... 1·1hli ... h lra<lc p11li::ie ... which foslo.:r an export hias and 
stimulate pri\'alc foreign in..-cstmcnt: de\eh1p !he country's hum;in resources through e<lucation an<l 
!raining: lih.:r;1li/c thi.: fah11ur market 111 increase lahour n111hility: an<l esp..:ci;1lly lo rely on lhe 
"pri\'ale \l'Ch•r 111 di.:terminc induslrial i.:xpansion". 

As wdl a" policii.:s directed spccilic1lly al economic foclors. a brge 11f parl of Keny;1's recent 
eff11rls fncus nn 1hc need lo re ... 1ore p11li1ical st;1hili1y and cnnlidcr.ce al home. an<l inlcrn;1lional 
credihility. Aflcr _,O years of polilical slahilily. in !he pasl four years lhe counlry has heen plagued 
wilh c!hnic strifc. ofti.:n of a \'c1y \'iolent n.11urc. In Session;1l Paper No. I of l'n~. lhc g11..-ernmcnl 
al~'nowledgi.:d 1hi.: need i.1 address thi.: p11litic:1I problem ... facing Keny;1 and pledged lo crcale a 
•1olcr;int soci.:t~ in \\hich all Kenyan,,, rq!ardle ...... of their ethnic hackgrnund. col11ur an<l cree<l 
arc fri.:e 111 pr;u:tire ;ind pr11fcss 1hi.:ir Clhl11nh. rnhure ... an<l rdi!!ious beliefs•. T11 achi1:\·c 1his, the 

Cio\'ernmcnt pledged h• put an appropri;itc in,1i1111ional framework into place. 

While gnmth in later h;,(f or lhc !')Sil ... wa ... a \';1st imj•W\'cmenl O\'Cr I hat of the lirsl half of the 
<l1.:cadi.:. m;in11f;u:turing did not lake oil "" w;1s the goal. Art::r l'l~N. re;1I gro\~1h slowc<l for a 
wmhination of f:ictm' induding: a p.:r:11<l pf ~1..'\1..'n.: drnughl which dccri.:asnl agricultural 
production a ... \\ell ;1 ... led lo power r;1ti11nin!!: ethnic 'trik which di ... ruptc<l agricultural pro<luc1i.m; 
unrertainly sumnmding thl· l'>'I~ m11hi·p;1rty ckction ... which ri.:dured inw ... tmcnt and the numht:r 
of l11uri,1s lo I he wuntry: and a large inll1 I\\ or rd11gi.:cs \\ hid1 put a slrain 110 th..: w11ntry\ limited 
rcsourcl·.... Rrcc.,...i11n in man\' 11f l(l·n~.1\ l'Xport markeh al'o ex;icerhated the 'it11;1tion hy 
<kne;i,inl.! l'\p11rt c;1rninl.!' ;ind thth lhe country's ;1hility 111 imp11rl c.1i;ital g1111d ... ;ind 11thv inpui.... 
The pri1·.: of r11ll1.·1·. Ken~ ;1·, '>l..'l'Pnd brg1.·,t l·xp11rt and f11reif!n orhangc l'arn1.·r. wa' also down 
during t!w pni11d :ind thi.: <:1111111ry·, import r;1pacity w;i' 'l'\l'rdy limited hy the freoing of quick· 
di ... h11f\ing .1id (h;1bnr1.· 111 p;1~nwnh suppn~t tin :"11\c111h1.·r 111'11 (rewr...cd two yc;ir, later). The 

ckcti1111 ~e;ir 1•1112. '"'" '""' •1.·ri111i... b[hl'' in fi,c1l and 1111111l·t;iry rc,lrainl am! inllation '11ared 
rearhinl! a hil.!h 111 ;111 ;inn11;1li/l·d r;11l' 111 l!MI per ccnl in fotll' I'>'>.'. 

By 1•1·1~. it w.1., rk.ir that 1he poliril·., and initi;1tin:., in lht l'l:-\<1 Sc,,ion;1I Paper nenkd 10 hl· 
rdramed and L1hn a ...il·fl furthn. By thr uid of th;1I y1.:;1r. 1he l\tini,ll'r of Finann· Mr. Wydiffe 
Mthalia l\fmbv.1di h;1d pti...hnl 1hr111wh ;1 \\ide ran!!l' of rl·form' inrludin)! 1111.: rl·.,tr•:rlurin)! of lhe 
linanrial "Y'll'm. dc-rq.:11l.1ti11n of thr Pil 'l'rlor whirh aholi,hed thr !;i,t prirc rontrnl, that wn1.: 
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s1ill in place in lhc.: country. and rc.:nc.:wc.:J dbrts l\l spced the reduction of the g1wernmenl"s direcl 
inllm:nce in lhe c.:nm1•my. c.:spccially in the f,1rm of dTur:s lo increase lhe p;ile <1f pri\·a1i:1a1ion. 

The new and renewni iniliali\·es app.:;ir h• Ix: ha\·ing lhe de,..ired effect. The a\·.:rage annual rale 
<1f inllalion w:is d11wn lo S.7 per cent hy \by 1•><>5 and the three month annuali:ted rate down tu 
·'-2 per cent . Bet\\een June and Oc1<1t>cr l'l'l-t. the schilling appreciated in \-alue form KSh..''\fl:SI 
to KSh.t2:SI. and rem:iined strnng for eight months until it dropped to a more realistic \·aluc of 
KSh5I:SI in !\fay 1'>'>5. Foreign exchange rcserv•.:s rose to equal five months import co\·cr hy May 
1')')5 and Kenya got hack on schedule repaying its foreign Jeht. including the clearing of a portion 
of accumulah:d deht scnicc arrears. 

GDP rose .lO per n:nl in 11>'>-t. and the production of agricultural g11ti<ls n:houmkd \\ith the end 
of lhc drought. Manufactured and horlicuitural exports rose for a second year. while the price of 
coffee recowred. The current accounl sh,1wed a marginal impnwcmcnt in l'>'l.t. gross fixed capital 
formati11n was up. the numher of employed per!>Ons outside of the rural small scale and pastoral 
s..:ctor gr..:w hy clo,..e h' I 2 per cen •. re;u:hing ~->l• milli,1n_ All of this employmenl gro\\1h hitik 
place in lhe private sech>r as puhlic sn:lm c.:mph•yment wa,.. stagnant. 

In n:spon:,c.: to th..: \·ari..:d indu~trial polici..:s and approaches of the g1wcrnment of Kenya. the 
counlry·s m:mufacturing :o\cclm has abo had a mixed performance over the period since 
ind..:pendencc.:. In lhe early years f,illowing independence. the manufacturing sector grew rapidly. 
Ciovernmenl p•1licy encouraged prnduc1i.m for import substitution and incentives favoured 
production f11r the.: dom..:slic market. Pn1duction in these years was skewed toward con~umer 
g11ti<ls such as fnnd processing. hev..:r;1g:.:s. ckc1rical appli: .. 1ces and machinery. p;1per pni<lucts. 
printing. sugar and cPilfectionary. and petroleum products 

Manufacturing stagnated wit the r..:sl of th..: econom~. in the ..:.irly llJSils and with the Session Paper 
N11. I of l'l~1. ;1s not..:d. policy w;1s switchc.:d to one which en-:lluraged manufacturing for export 
as a means to kssc.:n the country·s dc.:pendence on commodity exports and case the foreign 
exchange constr;1ints. Thos..: suhsectors wi1h brg..: foreign exchange rcquiremenls such as metal 
product- ha\·c been hooskd by lh..: liher;1li1;1tior. of tradL. Those focusing brgcly on the domestic 
m;1rket an: finding themsel\·es facing extremely tough compel it ion from :mp.iris. m;my of \\hich 
arc cheaper and of a heller quali1y. Despilc 1his change in r•1licy. howev..:r. there has hccn 
rclalivcly lillle ch;1111:!c.: in thl· slruclurc of manufac•uring in Kenya. In terms of their contrihution 
lo on:rall manufaclUring outpul. fopd processing and hcverages slill dominate. and non-indus1ri;1I 
chemic;1ls. nnn-m;1chinery r.tclallic produ.:ts ;ind non-mct;11lic minerals arc the only suhscclors wi1h 
a signilicant conlrihution. The has h..:cn signilicanl growth in 1he export of horlirnlture goods. 
pron:ssed and nt1t. as a r..:suh of the r,·r,·n1 policies rh:111gcs. howe\er. 

The n..:w p11li'Y initiati\c, h:1ve al."' nul yc.:t had a signili,ant dfc,t on either the si/c or ownership 
slructure of Kenyan m;111ubcturing '"yd. The v;1sl majority of m;111ufac1uring eslahlishmcnls arc 
sm:1II. while the rclali\cly few large e'tahli,hmcnh d11minate output. Pri\ati;rati.m has made li11lc 
headway a' yet. Empl11~menl in manubc1uring in Kenya h;1s increased in ren:nt years. from jusl 
mn I million pl·r,on' in l1>SI. lt1 an l'stim:tll'd 3 .. 1 million in l'l'l-t. induding employment in the 
informal serl11r. 

Over the p;1,I 20 yl·;1r.,. 111:111ufar1uring \;iluc-;uhk-il as a pc.:r cc.:nl of gros\ output has fallen slcadily, 
dc.:arly indiraling seriou., qrurlural prt1hk111, in lhe serlor. Bui while lhc rml structure of Kenyan 
induslry ha, inrrc1scd. "'lo ha, bhour pr11tlurti\ily. While still nol high. it is cnwuraging lhal 
even in lh·· diflirnh y..:ars of l1Nl 111 l'l'I.'. 1he produrli\ity of labour conlinucd lo rise. As a 
percentage of grms tllllput, wage n1,I h;1' dcdined in rccenl years. 

The profi1ahili1y t1f Kenyan manuf:ir1uring ronrnn., is nt1I c~.,~ t11 dclcrminc. Mosl firms ;ire 
privately hdd and arc 11111 rcquircd lo puhli,h detailed fin:inri;1l dala sufficient lo indicalc their 
individual profil ability. Bui measured in lerm., of W"" profil as a pcrrcnlagc of Iola I 
manuforluring \aluc-.1ddnl. prnfilability h:1., heen on lhc rise over lhe pasl 20 years. Indi\idual 
suh.,crlors h,1vr prrforrnul diffcrcnlly. For example. lhc profitability of the d1ina and pollcry 
suh.,ccl11r h,I\ dropped hy half '>inrc l'ISll, while lhal of lc;11hrr foolwcar has ri,cn sharply. 
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As would he expected. ;, brge porti1in 11f th..: inn:stment in the country . .t5 per cc.:nl. wa_' 
traditionally umkrtaL:en h~ the public !'>ector. Liuk of this. huwe\·er. wa_' en:r targeted al 
manufacturing. ( inis-. fix~·d capi1;1l forn1;t1i11n in the manufacturing sector h;1s \'ariel: \\iddy from 
year lo year. ranging fr11m n per cent in )')S5. to -1.t (ll.:r n:nt in l')')J. In f')'l..J. it was lh per cent 
of total im·eslmi.:nt. F11n.:ign direct imc!->lmcnl. including n.:in\"eslment of pnifits is estimated al 
U hilli1m. Liu le nf this. h11wewr. is new inn:~.tment. 

Industry in Keny;1 is prim;1rily located in the Nairohi ;md \fomha_-;a areas. The promotion of 
industry in uth1·r rarts or the rnuntry i-. ;1 top priority of the current go\·ernment and sc..-eral 
regional initiati\i.;!'> h;1\"e h:rn put in pbci.:. 

As noted. trade lihcr.:ii;•ation in the senind half of the 1'1S0s had mixed clkcts on Kenyan 
manufacturing. Fwm 1'1St1 111 !'NO. thi.: import of manufactured goods jumped sharply, as did the 
import of all goods. Pnl\.-e!'>sed in<lu-.trial goods imports nearly douhkd. as did consum::r goods 
imports. The rnuntry·s tndc gap \\idened significantly as a result. Manufac:ured goods ha\·e lll..:en 
accounted for ;1pproxima1cly 7h per cent ,,fall imports for some time. Processed industrial goods 
traditionally h$e been the largest portion of this • .to per cent or more. 

On the export !->ide. efforts lo pninwle the CXJll.lrl 11f manufactured g1ltids hcgan lo take effect in 
!INO when th..:y ro!'>c in both r..:al \·alu..: ;mJ ;1s a p..:rc..:ntag..: or total <.:X(ll.lrls. R;mg!ng from '.!'.!to 
2.t per cent of total cxporls O\"cr the l'JSlb. in !'NII manufacturcd ex(ll.irls hcg;m lo rise, first lo 
:!<iA per ccnl in 11.l'Jll and then lo l.'\A per cent hy l'N.t. Processed industrial supplies. followcd 
hy consumcr g.11\ids and thcn proc..:sscd f1l\id and lll:\"erages an: the most important Kenyan 
manufactured export-.. 

GiR:n Kcnya·s dominalc agricultural ha-.c. food procc.:ssing and olhc.:r ;igro-rdatcd industries ha\"c 
pl;1ycd and continu..: 11• pby ;m import;mt role !n thc country's cninomy and its cconomic and 

indu-.tria! dc\·dopmcnl. Tog..:th..:r they a•·niunl for more '"" per ccnt of total manufacturing 
output. O\"c.:r t.O p..:r cent of the wuntry·s m;mufocturing estahlishments arc agrn-hased 
enterprises. The most important of the agro-h;l\..:d suhsc.:ctors arc food processing. hc\·cragcs and 
tohaccn. 

Food pnice-.-.ing acli\ilii.:s in Kenya inrludc: m;1i1i.: milling: whi.:at-bascd baked goods: hcans and 
pul-.i.:-.: :-.1 in1i.: ro1 •I cr111b: fruits and vq!~·1;1hks: oil--.i.:i.:Js; sugar ;111J hi,:\i.:ragc crops (tea and cofrcc ). 
l\kal proces-.inl! and dairy arc als11 .111 irnporlanl acli\ilii.:s h;t!'.i.:d on lhe herding of c;11tlc. shc•;p. 
goals anJ pil!s. All of thi.:-.c iKli\·i1ic:-. h;1\·i,: undcrgon..: a period of disruption Jue to the 
lib..:r;1li1a1ion of tradi.:. For i.:xampk. thc.: rcdurtion of import Julies on farm inpt;h and the: freeing 
of pricc.:s of mai1i.: led 111 an ;nitial incrcasi.: in mai1e llnur production. oil-sced proccssing. however. 
has dropped in 1hi.: fori.: of sliff compclilion from chcap imporls. 

Cnfkc and tea. arc and w:ll ri.:main lhi.: counlry\ primary export products and foreign exchange.: 
carnc.:r:; for somi.: lime Thcy \•.ill holh al...11 ri.:main suhjcrt lo wide price lluc1uati11ns and 1hcre 
is liuk Kenya c111 due ll' prt•lc.:ct itsdf "1!;1irhl this olhcr than keep th<: co-.r:-. 11f produclion a:-. low 
as pw.sihlc ;ind c.:xp.111d n.ark..:ts lo a\oid o\<.:r rdianci.: 11n lt•o kw market:-.. 

Wi1h ahund;111I frl·sh and salt w;1l..:r ri.:,ourl-l''· fi-.h prtKcssing i' one of Kenya\ hril!hli.:st un-lapped 
re:-.nurces. II has hc•:n i.:slirnalct.l lhal rnrrenl fi,h landing' ;tt"l'. only one-third of poli.:ntial. While.: 
high I ran,porl rn'h and a lark of wld sl 11rage brili1 ii.:s ;ind ol her rnn:,1 raints do face I he: 
s11hsccl11r. gi\\:n till· n111n1ry\ nl·i.:d 111 pr11\idi.: f11nd ~crurit~ ;md generate.: foreign l'Xrhangc.:. the 
pro:-.perls for r~nmth arl" vny high. 

Kenya\ lnlik ind1hlry i' h;..,l·d 11n holh ltir;illy sourrcd .111d imported raw mal..:rials. Domestic 
fibre:-. indude w1111I. w1111r and ,i,al. r--;~l11n. p11lyc-.tc.:r. arr~lir. j111e. linen ;ind rn1111n ;ire imporlc.:d. 
Ti.:x1iks arl· lhc ''r11nd 111•"1 irnporl.1111 rn;11rnfoir111ring s11hsc.:rl11r ;ifln f11od prorl·ssing and 
hi.:wr.tgl''· l'r11d11rli1H1 n-nlrr.' ;ir1111nd Lihrir l11r dt11hing. blankets and kni11nl g11t1d,. Bolh yarn 
f.1hrirs and r,·;1d~-m,11k c:irllll"flh ;ir,· 1"\JHHkd. 



Thi: lext:k industry h:1s h.:rn frau!!hl \\ith pniMems btcly. including old and ,1!>s,1lcte equipment. 
a fall in th;.: pnxlu.:1i1in ,if hical e,111,in. l·nr.t[l\.·1i1i,in fr,1m imports. !!Cm:ral mismanagement and 
the imposi1i,111 of n~ ·\·quota on impnrti:d :-hins hy the l' nit..:d States. C ;n\ernml·nr policies for the 
future den·l11pm..:nt of the scctnr indud.: -.upp11rt to exis1in!! enterprises in the form of making 
a\ailahle technic;1I training. du:y .:nf\•rccm.:nl. prnmotinn of small and medium garment making. 
foclorii:s. i:nenur;i!!i:m..:nl nf EPZs and Ml' B ;md c1mtinucd pri\atizati m of st;1h:-owni:d lcxtilc 
enterprises. 

Di:spile !he Ltd: of dnmeslic oil rcsnurccs. pclrolcum relining ha..-; hcen an important industrial 
acti\ily in Keny;1. The rnunlry·s on.: crud.: refining facili1y was built in 1%3. Since then Kenya 
ha.~ hcen a suppli.:r of rdined prnducts to the Ea..,lern African region. Most of the oil processed 
in the country is of thi: Eghl low-sulphur \ariety (SO per ci:nt). In facl. !he pnic.:s-;ing of hea\·y 
crude is nol ri:ally .:cnnomical in Keny;1. This one of the sector·s greai..:sl constrainls since light 
crude is very expcnsi\t Decreased dcm;1ml for Ki:nyan oil and oil pwducts has had an ;;idverse 
effecl on lhc suhsecl\1r in rec,·n1 years. as had !he aging of i:quipmenl. 

In rcccnl ycar' lhc oil induslry alsn h;1s und.:rgnm.: a liberalization and de-regubtion. This has 
frccd prices and clfrcti\·cly rcn111\·d Krny;1 Pdrnkum Rdincrii:s· (KPR) pri\ilc<lged posi1ion in 
relining and supplying dorneslic;11ly. The future of Ibis sector. however. \\ill he dependent on new 
in\eslmenl 1<1 upgrade exi~ting facilities as wdl t•xpand relining capacily. 

The prnducti1in of n1in·in•lus1ri;1I cht:micals in Kenya inclmks chemical fcrtili;rcrs and pcstic;de5. 
salt. ruhhcr. pharm;1ccuti{·als. soaps. del.:rgrnrs. disinfectants. pt:rfumcs and cosmclics. Chemical 
fertilizers and peslicid.:s an· imporlanl inpuh 10 Krnyan ;1!-!ricuhure and dcm;md for them rising 
sharply in lhc h,1mc marL:el and in sumiunding counlrit:-.. Curri:nlly th.:r..: arc l.,.o major 
producers of kr1ili;.:rs in Iii.: cnunlry. on.: m;mubt:IUrt:s singk sup<:r phosphalt: and one imporls 
;md hkml-.. :'\PK kr1ilizc•s. Tht: hiKl!c'l wn~rrainl f;:cing 1h.: incri:ascd produclion d fcriili;rt:rs 
in K1:nya is tht: bck 11f l.1.:;11l~ avaibhk rc:-11urt:es ;md the c;1pi1;1l inr.:nsit~ of lht: :-.uh:-.cctor. and 
thus sizi: of im·.:,tm.:nl r.:1!uirt:d. P.:,!icid.: pmducfrin in th.: country is primarily limited lo 1hc 
formulating and rq1;1d•al!ing of importcd m;11criab. Dt:manJ i .. high. however. and the suhscclor 
is liL:dy hi cxp;md. h1111sh:d hy rlie nl·.:d 111 incrc;1sr agricuhur;1l yidds. import li1"1Crali1a1ion and 
th.: cxpl11i1;11i,m of locall~ av;1ibhk pyrcrhrin. 

Both ruhha anJ ph;1rmaccutical prnduc1i11n ;irt: hast:d on imporls and !he fulur.: dc\clopmcnl of 
both is likely 1i1 bas.:d 11n thc incrt:ascd cxploi!alion of l11c;1lly availahk rc:-.ourn:s. In lhc case of 
ruhher. !his h:1s ;ilrl·;1dy lakcn th1: form pf propos;iL ln intn1ducc lh..: cuhivation of ruhher pbnls. 
In tht: pharmacnllic1l suf.scctm. imormrn! polcn1i;1I has h.:e:i idcntificd in dc\·clopment of 
quinine cxtrac1i11n f;Lililil· .. using Cinch11n;1 I recs and tht:ir incri:ascd cuhivalion. and the cxlraclion 
of hcwgcnin frnm .. i-.;1( w;1,lc an.I !ht: -.yn!h.:sis of hchmclh,a .. oni: from lhe ht:rn!~cnin. Bolh !he 
IPc.11 and rq!i11n;1l 1km;m,l f11r ph;1rm;ll·culic1ls is 'lrnng ;ind ri:-.ing. 

1\111sl of I h.: r;m matcria:., n1:t:dnl f, 1r I ht: prodlKt ion of s11;1ps arc available loc11ly. 01 :ler raw 
malcrials for 1hc pr11duni1-.n of pcrfumc' and cosmctirs. a.-. well as disinfcrlanls arc imporlcd. 
Dc .. pilc lhis rdi;11ll:c Pn imporlcd good .... the .. uh .. t:cfor h;1s din-rsifo:d in TC{'cnl years and has 
heroml· one 11f lht: brgcsl f11r.:ign cxd1angc.:r carnt:rs for !ht: country. Thc.:rc arc ·H firms { n111 
including infnrmal scrlnr produ(linn) cnga!-!':d in !hi: pr111h1rli11n of !\oap ... drlngcnh. disinkclanh. 
p.:rfumcs and r1hllll'lir-.. '!"hi-. i-. al-.11 ;1n i111p11rl;ml ... uh-.crlnr in lcrm~ of rh.: nirrcnl parliripalion 
nf ~mall and mirrn cnl np1 ;,..:, ;ind I hl· hi! urt· p11ll'nf ial f11r I he dndnpnll·nf nf .. ud1 prndurl inn. 
T t:.:hnol11gy. t· ... pcri;ilh f11r ·'";'I"· 1kkr).!l'llh ;111d di .. inkflanl .... j, -.irnpk ;111d allnrd;1hk and thc raw 
m.1fl·ri;i(, an: rc1di!~ ;i\'ail.1hlc. if 11111 l.1cilh ;1\;1ibhk. 

C't:mt·nl i-. r11rrt·111I~ lhl· 1111i-I i111p11rL111l h11ildin~ 111akri;1l pr11ducl'd in Kl·ny;1. :\f11st 11f lhc r;iw 
mall'rial, ;ITl' ;1\.1il.1hk l11r.ill-. ;111d 1k111.1nd j, ri ... in!-! r;1pidl~. Tht' rurrl'nl Ind or rn·hnology and 
,1;11t: 11f pl.1111 ;ind t'q11ipmt·n1 111;1h·-. pr11d11r1i1111 rdafi\'dy cxprn ... ivl', h11>1.nrr. l.imi1a1ion .. on lhr 
rounl ry· ... I r;11hp11r1 infra:.! rurl 11rl' ;il-,11 :1dd 111 r lw ro'l of bringing Kenyan rcmt·nr lo marh:l. 
< ii\t'll lhl· Ind 11f 1k111.tlld .ind ·:nr1111r.11:,·1111·n1 from lhl· g11\1·rnmcnl for c-.1ahli,hi11g nt:w farililil''-, 
lhi' 'llh'!·rfor j, .,,., l11r 1·\p;111·,i11n. 



Summan· n11 

The ra\\ m;.tt-.:rial for c.:ramic .. arc abo re;ufily a\·ailahlc locally :iml arc chc.ip. PrnJuctinn 
n:rrcntly centres on tiles :inJ cnlck.:ry. ;1-. well as s~111itary w;m.:. Output has hcen crralic recentiy 
and the suhscclnr i.; currently producing \\ell und.:r c:ipacily ahhlmgh lnc:il pnlduction dnes nnl 
med demand. lr.;1Jequah: techm\(,\g.y J.;1-. kepi quality lllW and prices high and the ,,uh-.cclor i-. 
now facing stiff Clm1pc1itinn fn\m che;1pcr. higher quality imports. 

Motor vehicle :isscmhly and au1omn1ivc rnmpon:.:nls haw traditionally hccn important indu.,lrics 
in Kenya. The asscmhly enterprises arc dllminalcd hy three !arg.c cntcrprL'it:S. Two arc franchL'\CS. 
(jcncral Motors as-.cmhlcs its own vchicks. There arc over 80 small and medium enterprise:. 
manufacturing ;tnd rl·cnnditioning. m, •!11r \·chide spare parts. The recent lihcrali~tinn nf •radc h:is 
t.ad an ad\·crse dfect on th.: spare pan,., and components producers since the whicle asscmhly 
franchise holders arc now pcrmi::<·,f !n imptlrt ltlO per Cl.'.nl completely lmockl.'.d dnwn. 



I. THE MACROECONOl\1IC AND INDUSTRIAL POLICY 
ENVIRONMENT 

A. RECENT ECONOMIC TRENDS 

Economic trends pre-1990 

Since gaining indepcmknce in 1%_\, Kenya·s economic performance has lx:en mixed. From 1%3 
through 1'>85 th..: wunlr~ follm•;ed a policy of market economy with strong gon:rnment 
inter...-ention and puhlic-secwr led grnwth and devclopmenl. Policy in 1he early y:.:ars also focused 
on import suhsti1u1iun. Frnm I9S6. howe\·er, policy switched lo one of decreased direct 
government pn:sence in the economy. with government's main role lx:ing that of crealing an 
"1.:nahling em·inmment" in which the priv;ile sechlr can flourish. 

The first decade ;ifter indepemlc.:ncc ( 11)(13-1973) was characterized hy r;ipid grnwth. the 
de\\;lopm..:nt of industries aimed al import suhstitution. favour; .1lc weather and rising agricultural 
income. In the period fr,1m 1'>7_, lo l'JSll. growth lx:gan le ·low as the result of two oil crisis, 
dcteri11ration in the terms of trade and generally adverse w..:at .er conditions. By the close of the 
l 1>70s it wa ... also lx:coming app;1renl 1h;1t !he country facer.. structural prohlcms in hoth its 
agricullun.: and indus1ri;1I 'ectors. Neverthdess. for the J963-19SO period as a whole, GDP grew 
.ii an ;innual a\·i.:rage of 11.S per c..:nl in r..:;111.:rms and grnwth of the industrial sector averaged IJ.7 
per cenl per ye.1r in th.: !'17th. 

In the l'ISlls. thc ... 1ructur;J prohlcm-. began lo lake their toll. The country's halance of payments 
deficit swdlcd a!> the 11.:rm.s of tr;1dc w,1rsi.:ned further. ;md there was a sharp d.:clinc in 
internation;1I re,..:m:s. Tht: g.wernmenl hudgi.:t ddicil reached 'J.5 per cent of GDP in the 
l'IXO/ l'IX I fi!>c;1I yt:ar. 

The 1.:xlt:rnal rnrr..:nt ;tec111.nt dcli1·i1 r.:a:.-h.:d clo ... e to I) per ccnl of <iDP hy l'IXll and inflation 
hit :!II per cent in l'l:-\ I. Hc1\ y hom 1wi11!! on I he in1t:rn;1I ional markcl ldl ;i dchl service ral io of 
mort: lhan :!? per i:..:111 by l'lS~ an,f .l'i.7 p..:r c..:nt in l1>Xt1. By l'lii2. tht: ~ilualion had dclcrioraled 
111 lhc poinl 1ha1 in 1h;1t \car :1 ,1;1hili1:11ion pr11gr;1mmc Wa!> initi;1lnl under tht: in'i'tenct: and wilh 
rhe supporl of rh,, l\IF: Ji,r;tl p11liry v.;" 1i1.!11tcnt:d. lht: ,hilling w;1!> dt:v;1fued, interest r;1tes were 
r;1i,.ed 10 po, ii r\.: r,·;11 I.-\ ck r..: ;11 wa!!''' v...:rc ;1llowed lo fall and import re~J ricl ions werc 
lemr 1rarily in1rn,ili1:d. 

The ini1i:1I rt:,pon,,· 1111h,·,..: mca!>llrl., w." ;1 modc!>I improwmenl in t:conomic performance, ;1lso 
supporlnl h\ rh.: inflo1w ol .tid fnim \;iri1111' muhiblnal ;111d hib1er;1I donor,. But, hy I'),%, ii had 
t11 he arkm1 .... lnlg,·d thal Kcny;1·, n111111mic pnihlcm' werc ddinitcly !>lrurlllral in nature and 
:Ktinn h:1d lo he t;1k.:n 111 addrt:'' th,·m dir..:i:tly. ,\ full revcr~al of policy w:" dcwloped and 
iniriatnl v.ith tlK· .'i1"11i11111 / Pt1pl'f .\'11. I of l'J.'if1 1111 Fc111111111ic .\1111:11gr111c11t for R1·11nffd (irm~·t/1. 
l:xporl~ .. r:1rrin1hrly \,1hll :11l1kd np11rt,., \\l'fl' (ll h.: promolnl in l'nkr (o rcmo\c tht: ron ... lrainl 
lo dcvclopm1.·nt of :i d1ro11i,· l.Kk of f11rcign ,·xch:111gc. and rontrof, 1111 th,· priv;1h: 'eclor wuc to 
he liftnl in 11rdn 111 .11111\\ •he .,.·ctor 111 1>,·r11111.: i:11mp1·1iti\r. c~pn·ially in intn;1;rti11nal markcl~. 
and kad the r1111111n ·,er• \\ih :111d 1kH·l1111111l'nl. Kt:y lo lhc 'llfl'l'\' of thi~ nn~ appro.Kh was lo 



h~: ri-.r;1l anJ nh1n.:1:iry u11i-.train1 11n th.: p;1rt 11f th.: g11\t:rnm1:nt m 11nkr :11 n1:att· a stahk 

c.:m·ironn: ·nt in \\hirh tht pri\;11c.: -.c.:ch1r m1ulJ I": ahk 111 di.:\·d11p. 

Bc.:.:ausc.: of th.: critiral n.:c.:d to crt·a11: j11bs. i:six:cially in tht: towns. ;md tht: <li:-.irt: lo dt:cri:;1st: lht: 
counlry"s dt:p.:mkm:y 110 c.t .. h cmp t·xp11rb and incn::1st: lht: rda1iw \·alut: 11f t:xp11rts lhrnugh 
divi:rsificati11n. di:n:I11pm1.·nt of th~· m;1nufoc1uring si:t:ior \\a-. a kt:y t:kmt:nt of !ht· m:w ~lralt:gy. 

Snsi011tJ/ Papa Xo. I id.:ntifi.:d li\·t: str;1t1.·gic goals fnr industry: 

To hdp npand ;mJ di\·i:r:-.ify tht: m;111uf;u:1urt:d i:xporl hast:: 
To cr.:;1h" johs ;11 a r;1tt: gri:;1t.:r than ..J pt:r crnl p.:r ;mnum: 
f1l dt•\dnp lht: ha:-.i-. or high and ri-.ing prn<lul.'li\·iry whit:h would supp1•rt highcr il\'rragt• 
t:;irning-. for ;i brg:: and gn1wing numlx:r of worhrs: 

T" rnc,111r;:g.: indi!!rm1us Krnyan rnlrrprrnrurs :md managcrs: ;md 
To support ;111d pnin111lt: lht: ur\"dopmrnt of agrirnhurt: and rural arr;1s hy prnmoling thr 
dlici.:nt pn11.·.:s-.ing 11f agrit:ultur;1( g1111ds. 

l\l;mufacluring \\;1s lo hr tt • ..- main i:ngin.: 11f 1.·nrn11mic grnwlh ;mJ largd outpul fur lhr srclnr 
<luring thr l'>S..J- l'ISS prri11d was -.d al h5 prr ct:nl prr yi:ar rising lo 7 . ..J prr c.:nt p.:r annum from 
l 1 IS.'\-~l~lO. ;\f;111ufac1urnl .:xp11rh wi:rr rxpt:clcd to fr,,. ;1 rt:;1l h prr ct:nt prr yi:ar l'\l.'r !ht: prrio<l. 
whik [ol;1l t:xp11rts \\t:rt: II• ri-.i: 5 p..:r ct:nl pt:r }<.:ar. Tht: n.:1m11my as;• \\h11k was targt:lt:<l In grnw 

;11 a r;11t: of ..J.S pt:r ct:nl p.:r !rar. 

\\'i1h 1hi: ni:w r11k of g11\.:rnmcnl to h.: to nt:alt: lht: i:m·ironmt:nl in which this rapid gm\\1h in 

manufacturc.:d g110J-. and t:spc.:cially manufocturt:d c.:xports n111IJ occur. tht: Jomt:stic anJ 
inll.'rnational tradt: rq!imo \\rn: lihi:rali/rd :-.ignilicantly .• ht: shilling was de\alut:d furlher. import 
quotas \\er.: dnippnl in f;:vnur llf tariff:-. dutit:s and tariff:- \Wre rati11n;1li1ed. and several schemes 
were pul in place to enc11t1r;1ge exports induding nt:w r:1.t:mp1inns from dutit:s on imported goods. 
Exporl Prnct:-.-.ing Z1>n.:-. (Ef'Zs) and :\l;11111fact11ring l 1nder Bond (!\llfB) -.cht:mes. A full 
description of th.:-..: m.:avir.: i-. gi,·en in Section C .if this ch;1pl.:r. 

Tht: eo1nt1my r.:-.p11ndul \\·:II Ill !he .. .: m1.·;a--ur.:-. \\ilh gnmlh in 1'1Sti/S7 -.h11wing impnw1:mt:n1. 

By l'ISS/S'I. h1m1:\1:r. Ilk·.: ·111111111y \\;1-. Lilkrin!!. 1111( l;1kin!! 11ll. anll S1·nio1111/ l't1p1-r Xo. I of /1),'il> 

t;ir!!1:h \\i:r1: n111 111.:1 ( ".,. L1bk I. I). 

Tahlt> I.I. (;rm1th nf (;l)p H·rsus lari:t·t mil's, I «JM I /M.?· 191'9 /90 
( l'nc1:n1.1;.:t·) 

------

1981/82 1982/83 1983/84 1984/85 1985/86 1986/87 1987 /88 1988/89 1989/90 

Annual GOP 
growth 
( 1982 pr i cc<;) 2.4 .LT 0.9 5. 1 5.6 4.9 5.2 5.0 4.3 

T;irget GDP 
growth riltc 4.8 4.8 4.8 4.8 5.9 5.9 

Annual per capita 
growth rate · 1.6 0.8 ·2.8 1.4 1.9 1.2 1.6 1.4 0.8 

Per car.ita 
growth target 1.0 1.0 1.0 1.0 2. 1 2.1 

Sn1ucn lkl111lc '"'""""" '··i! ... \f.rn l;!l'll1(!11 c·,,11 ... ull.lllh. l\1_'f1\,Hl .. \ ....... ~1.1111111111 \t.111ul.Hhorcr-.. "\futh. !111· i'rt'\(11( 

,,,,,,, flff01' / 1n,1111 Iii,,'_\",·,·,/,,,, 1/r,· /n,/ 11\(U.ll ,,.j (,q 111 1-.:,·11\11. ,,11f11h1, \1.1\ I'>'>~. ('1•1Hr.1l lt111J.. elf l\.c.:. \,I, .rn.1 
('r·ntr.d Bur1·.1u ,,f "-r.111-.ri.- ... 

l\.l.1n11L11·111ri1a: t'.fi>\\lh .1l111.tll\ lmn,·d d11\\ll in I'>:->.-.;. ;1 \l·,11 \\hl·n ii \\,,, J11r,·r.1,1 111 inrrca,1.· 

'i.:nilir.11111\, .111d in 1hr l.11\,·,11,1111h,· 1kr.uk. m.1111:l.Kl1111n1: l·mpl11\nH·1111krli11l·d. 1\nd. '>'hik 



thi: \·alui:-addnl 11f nPn-p.:trnkum ha~..:d and c,1al pwduch m;mufacturi:d i:xpPrls n1si: in thi: J'>Sh­
l'IS..'{ p.:ri1•d. in r..::tl ti:rm-.. th..:ir \<ilu..: tlul"111;1t..:d widdy and th..:y rndi:d thi: p.:ri1>d barli:y ahow 
thi:ir kwl in 1·1~;i1_ 

lmpt>rt libcr;1li1;1ti1>n in thi: -.l·.:1111d half 11f thi: di:.:;1Ji: ri:-.ult.:d in a sharp inl·1 .:as.: in imports. 
csp.:ciall~ 11f manub.:tur.:l' g1>1>ds. Fn>m l1ISh Ill 1'1'111. th.: import of machin.:ry and .:apital 
equipment nwrc than d11u1>kd. pr1Ki:s-.cd industri;1l gn11Js and consumer g1l\1ds imptirts ni:arly 
d,1uhkd. ;ind pr1Kc-.-.i:J fo11d and transport i:quipmcnl imptirts wi:rc up significantly. As a result. 
thi: trade habnci: in manufacturi:d goods ''idcni:d significantly in hoth curri:nt ;md real tc:rms. 

Economic ln'.nds post-JCj90 

Whili: gr•l\\th in btc:r h;1lf of the l'IStls was a \"ast impnl\"cmi:nt mw that of th.: first half. an 
a\·c:ragc .: of :'.'I pi:r c•~nt per annum. manufacturing did Olli taki: off as h11p.:d and hi:gin 111 
dri\"c gr .... th ;tnd 1k,·d11pmcnt. Aftn l'IS'I. real gnmth sl11wcd. It dwppi:J to -t.3 pi:r cent in 
111'10. 2.1 per cent in l'NI. 05 pn c.:nt in 1'1'12 ;mJ ll.2 p.:r c.:nl in l'i'l3 (sec Tahk 1.2). A 
cnmhinati1>n 11f fal"111r-. ari: hbmi:J f.ir thi: d.:dini:. h1>lh int..:rn;1l ;md c:.;ti:rnal. 

Fir-.1. the pcri1>d w;1-. 1>ni: 11f -.i:,l·ri: drought ''hi.:h dccrc;bi:d ;1grii:uhur;1l pwducti11n as wd: ;:~; icd 
hi pnwi:r rationing ( Ki:nya rdii:s hi:a,·ily 11n hydr11-i:kctricity f11r p11\\t:r). The bti:r affccti:d both 
agricultural prPdu,·tiPn ;u~d m;1nufacturing 11utput. Scwnd. agriculture was alsll Jisrupti:d hy 
i:thnic -.trik. c-.p.:cially in ['1'12. A third facti>r afkcting 11utput was thi: unn:rtainty surrounding 
th.: 1'1'12 multi-party .:kl"lions. 11.:ighti:ni:d ti:n-.i1ins ri:duci:d in\".:-.tm1:nt and thi: numh.:r nf 
touri-.t-. \\h11 wi:rc abu put 111T hy thi: l'lhnic nintlich. Thi: f1>urth int..:rnal factor citi:d is the inllow 
11f rdug.:cs which put a -.tr 1in 11n thi: n1unlry·-. limi1i:J r.:-.nurc.:s. 1 

Exti:rnal bclPrs .:x;1,·i:rb.11ing th.: -.itu;11i11n ,-.i:r.: ;1 rl·ci:-.-.i1111 111 m;111y 11f Ki:nya·s i:xp11r! mark.:1-. 
whid11knl·a-.l·d i:xp11rl i:;1rnings ;md lhth ii.. ;1bili1y 111 impPrl c1pil;tl !,!11111b and 111hi:1 inputs. and 
a bl! in th.: pricl· pf .:11f!.i:i:. Ki:n~.1 ·-. -.i:.:i 111d brgi:-.1 i:xp11rl and fm.:ign cxchan);!e earnn. 
lnVc·s1m.:nt \\;1, PIT 1-l ('l'r .:.:nl in l'N2 ;md im,·nh1ry accumub1i11n was d11wn 74 per cenl. The 
wunlry·-. imp11r1 c;1p;1ri1~ \\;1s al-.11 -..:,erdy limilcd hy !he freoin!;! of quick-di-.hur-.ir:g ;1id (habncc 
of paym.:nh supp11rl) in ~;<1,.:mh.:r ['l')I (rev.:r-..:d 1wo y.:ar-. bl.:r). Th.: elcc1i11n year 1'1'.>2. also 
-.aw -..:riou' bp-.L·-. in lislal ;rnd m11n.:t;iry rolrainl and inlb•i1·.n ~oared reaching a high of an 
annuali1.:d r;1I.: of llHI p.:r cenl in .Jun.: 1'1'1.t lnlcrc:.1 ral.:' ;1(-.11 s11;m.:d, p.:aking al Stl per c.:nt 
1h;1I -.ame nwnlh. 

By 1'1'1-l. 1he g11\.:rnmcn1 .;1w !he cri1ic1I n.:rd lo rl·affirm m;1ny of 1he ini1i;11in:' and 1he );!Clleral 
policy e-.(;1hli,hl·d in lh.: !').'\(I Sn.1io1111l r.11>c'r. Th.: imp.:llh for ihL· 111.:w n1rnmi1mcnl was !he 
appoinlm.:nl of \Ir. \\"yd!lk \fu,;di;1 \lud;11;1di ;1, \lini-.ln of Fin;111ce. By lhl· i.:ml of 1'1'14. Mr. 
l\luda\;nli had pu'hL·d 1hr11ugh ;1 \\ide r;1JH!l' 11f rd11rms induding lhc rc,lrurturing of !he lin;1m·ial 
-.y,tcm ;111d dnl"i.!Ul.11i1111 111 lhl· oil \l"dor \\hid1 ;1h11li,lwd 1hr (;.,( prir.: c11nlr11!.. 1h;1t wi:rc -.1ill in 
pbrl·. 

Th.: r.:durlinn of i.!tl\l·rnm;nl dir-·d inllurnri: in 1h.: 1.:c111111111y \\a-. '(1.:.:dnl. forl·ign exchange 
n11llr11i' lil1i:d. and 1.1riff, ;1 11d lhl· int.:rnali1111;il lr;nk rL·gim.: funhn r;11ionali1.:.I. In rcspon-.e lo 
'c1mb(, in lhl· h;111kinl.! .:r111r ;ind lhl· in-.111\,·nry ·1f m.111y ha11b. 1lw C \·n1ral Bank of Kcn\'a 
(CBK) undn ''l"lll ;1 .'h.1k.: up ;111,I m;1ny "p11li1ir;d •,;111k<" \\l·rc rl1"cd. :\1111 in an df11r1 111 
innl·a,e lhe ;1mllt1nl 11f •apilal a\;1ibhk f11r lin;mrinl.! lkn·lopm,·n1. lllll' of lhl· !!:.:;11.:'I n1nslr;1inh 
lo !hr r11u111ry·, 1k,cl11pnll·n1. 1h,· ,·n1ir,· fi11.1nri;d 'Y'll'm i' undn g11ing a n·,1rur1urinl.! and 
lihcrali1;1li11n ('l"l' ll;inkii.!! .ind fin;1111,· h,·l111\ ). J'i,r;tl and n111nl·Liry p11liril·, \\l"rt· ;,l,11 ,c,erl'I\' 
tighknnl. 

Tht· tll"\\ and rL"llt"l\,·d ini1i.1li\l·, h.ih· h;1d lhl· 1k,irl·1: dk.-1. Th,· ;11,·r;1l!,. ;1r.11u;il rail" 11f inlb1i11n 
W;l\ d1m11 111 :·:..7 pn ,·,·111 in \Liy 1 1 1 1 1~ and lhl· lhrL"l" m11111h a111111;tli1nl r;1IL" 1\;1' dllWll IP -l.2 per 
<\·111. lnlnL''I r.11.._·, 1111 T1L-.i-t1r1 hill, h;1d Ltlkn (11 rl"'r (11 l-l5S pn rrnl 11\l·r 1lw ';une pniod. 

lklw,,·n .Jurw ;ind ( lrl, ,(i, r 1•1•1.1. l hl· ,1J:ilinc ;1pprt·ri;1lrd in \ ;dur fr11111 KSh511. l :SI 111 K,h42 .. \,'i;~ I 
and rL·ni;1innl 11L-.1r 1h.11 Ind u111il :\la1 1•1115 wht·n ii dropprd in 1;ilur 111 l\Sh51:'!;1 (the rnrrrnry 
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haJ hcen maJl· '"nvertihk in Octohcr l'l'I_\ at a rate of KSht.7:$1 ). Fon.:ign exchange reserves 
nlse to equal foc nwnth-; import wvcr by May 19'>5. At the sarac timc. Kcnya was hack on 
schcdulc rcpaying i1s fon.:ign dcht. including thc ckaring of a portion of accumub1cJ dcht senicc 
arn:ars. In 1'1'1.l. Kcnya·s dcht arrcars haJ hl.'.cn rcschcduk·d in agrecment \l.lth thc Paris Cluh of 
crcditnrs. 

<iDP rosc :to pcr ccnl in 1994. and thl· production of agricultural goods (mai/c in particular) 
rchoundcd \\ith thc cnd of thc drought. Thc real \·aluc addcd in manufacturing. however, rose 
only 1.9 pcr ccnt comrari:d to 199Ts risc nf 1.8 pcr cent. Thc sluggish performance.: in this sector 
is anrihutcd 10 thc stiff -:ompctitinn Kcnyan manufacturers arc facing from imported linish ... d 
goods. 

The fastcsl growing scclor of thc economy was financial and business senices and real cstalc. 
( inm1h in this scclm's output rcgistcrcJ 11\·cr ti pcr ccnt for thc 1'194 ycar. and its conrrihution 
to GDP incrcascd lo 1U1 pcr ccnl. up from 7.•> per cent in i'NO. Both Barclays Bank Kenya and 
thc Kcnya Cnmmcrcial B;mk rcported a second kmner ycar with pre-lax earnings of KSh3.3 
hilli1lll and KSh2.8 billion respccti\"cly. 

Manufacturcd and horlicultur;1l exports rosc for a sewnd ycar. while the price of wffee recmered 
( 1'1'13 was a poor year for cnffee proJucti1lll) and remained high. But ovcrall !')')-l's export gnmth 
was wcll short of l'N3's 1 I I.I per cent rise. increasing hy 1<1.4 per cent. Dnmestic exports 
increascd 15 per cent whilc re-exporls mon: than doubled. Total imports rosc n.-t per cent. also 
wcll hclow !he 71 per ccnl rise seen in 1'1'1.l The stronger shilling is par!ially responsible lor the 
lower export rate. Comn:ercial impnrts rnse hy 15 per ccnl rdlccting an increasc in the import 
of raw matcri;1ls and capital roods. O\"crall. th..: balance of lradc postcd a 7 per ccnt incrcasc in 
thc ddicil for thc 1'1'1-t v,·a··. 

Tho.: curro.:nl <ll'nllml sl111,-,lu a marginal impnwcmcnl in 111'1-t. wi1h 1hc surplus incrcasing from 
$•)•)million Ill Slll-J millinn. On tho.: ntho.:r hand. lhc capital account wo.:akcncd from a surplus of 
$.\44 million in 111'1.\ to a ddicil of $10 m:llion in rcsponsc to thc lifting of exchangc controls as 
was cxpcctc<l. 

Ciross lix..:d capital form;11i11n was up 14.2 pc:r co.:nl in J•N-t. Fifty-thrcc pcr co.:nt of tho.: invcstment 
was from the pri\"al·_· so.:ctnr. Of this. 1>-t pn ccnt was lin;mccd lhimcstically. up from 7') per ccnt 
in l'N2. 

During tho.: l'N-t/•>5 lin;incial yo.:;ar. thc numhcr Ill" cmploycd pcrsons ouisidc 11f 1hc rural small­
scalc and paslur; I so.:cl11r grcw hy closc lo 12 po.:r ccnl. ro.:aching .l.'<1 million. Within this sector 
thc brgest ratc 1 f growth. 22 per co.:nl. h111k pbce in thc numhn of pcrsons cmployc<l in the 
informal scctor wl,ich nm\ lntals 1.7'1 million. Empl11ymc:nl gro...,1h in thc modcrn scctor was a 
modo.:st 2 po.:r n.:nl ovo.:r th.: po.:rind and now 1111als 15 million persons. All of 1hi.; c:mploymo.:nl 
growth 1t111k pbco.: in tho.: priv;1lo.: so.:c1t1r as public so.:clor o.:mpl11ymcnt w.1s slagnanl. 

Thc pcri11d ,inc..: t•>•n al-.,1 had iis nq!alivo.: cVt·nls. Tho.: pric·~ of tca. Kc:nya's major c:xport good. 
fcll sharply in l'l'>-t damp1 ning fnro.:ign o.:xchangc: carnings. In Jll'/.\. scvcral hanks and olho.:r 
financial insti1u1i1111.' \\L'rl· liquid;atcd due 111 in"1hcncy (so.:..: Banking and linanco.: hdow). Jn 1'1'14, 
cusl11ms 11frici:al' \l"itcd I '.\,lllHI 1t111m·s of Br;1/ili;111sugar1h:1I w;as hL·ing ilkg;ally imp11r10.:d into tho.: 
wuntry. Such frauduknl i111p11r1s no.:alo.:d a glut in lhl· markcl ;md wo.:rc dq1re-.sing !ho.: pricc lo 
!ho.: point of 1hro.:alo.:ning ;1 c11IL1pso.: 111" lho.: ind11-.1ry. ThL· gmo.:rnmo.:nl\ r1:artion wa~, lhc raising of 
imporl duliL''· Thno.: al"' h;1\l" hn·n .dkga1i1111s nf dumping hy so.:wr:al 111hn c11un1ric:s following 
!he lif:ing 111 impor! rl·-,irir1i1•1h. K..:ny;a Br1.:\\ni..:s I.:d. in parlirnbr, is rnmplaining that South 
Afric1 is dumping ih (";1,:k hn:r 1111 1lw markct. 

In his .lune 11>1>5 hudg..:I spo.:crh. J\1r. J\1udav;adi stro.:.\\ed thal Kcnya\ n:rcnl gr11wth is neither 
gu;1ranferd. nor cnm1gh lo 111L'O.:I all the rhalkngc:s thal the rnun1ry faces. The rate of domestic 
sa\ing' mthl he ra;•L'd 'ignificantly in order lo ~upporl an imre;1sc: in the ralo.: of inwslmcnl 
nccdcd f11r de\·d11pmc:nl and j11h rrc;11i11n, railing f11r rnurh nrnre dforl 11n !he parl of government 
111 nL·a1c: !he: lll"l'l'\\ary cn;1hli11g L'm·ir11n111cnl. In !he mc;anlimc:. lhc: gmnnmcnl h11po.:s lo (knt·asc: 
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Kenya's rdiancc on foreign aid funds and loans in faniur of dirccl foreign inwslmcnt and foreign 
portfolio invcslmcnt. Many reforms ar.d incenti\·cs aimed al slimulating the 11ow of foreign 
invcslmcnl funds have already Ileen put in place (sec Section D). 

Tablt: 1.2. Selected economic indicators, 1990-1995 

1990 1991 1~2 1993 1994 1995 
(Estimate) (Projected) 

National income and prices 
(million US dollars) 

GDP at current pri~es 7,257 6,994 6,809 4,690 5,744 5,989 
GOP at constant prices 3,657 3, 159 2,691 1,498 1,595 1, 795 
Per capit~ income 327 305 287 191 204 224 
Real GOP growth (percentage) 4.3 2.1 0.5 0.2 3.0 4.8 

Consl.lller prices (percentage) 
Annual average inflation 15.8 19.6 27.3 46.0 28.8 7.2 
Month-c.n·month (end of P'?riod) 18.2 10.5 33.7 54.7 6.6 2.1 

Gross national savings 
(percentage of GOP) 15.4 1:>.7 13.8 17.2 19.4 19.7 

Gross domestic investment 
(percentage of GOP) 24.3 21.3 17.4 18.4 20.6 20.8 

Governnent budget 
(n•i l lion Kenyan shillings) 
Revenue and grants 47,232 53,639 63 217 73,603 107,275 131,011 
Total expenditure 55, 142 65,846 70,764 93,400 135,828 145,0~2 

Budget deficit 
Total ·7,910 · 12 ,207 . 7 ,547 ·19,797 ·28,553 ·14,021 
As percentage of GDP 4.3 5.6 3.1 7.0 7.1 2.9 

Money and credit 
Total money supply (M2) 61,494 74,326 99,292 124,829 162,726 187,501 
Reserve money 15,n6 18,005 25, 733 42, 132 55,316 53,423 
Total domestic credit 72,365 86,603 99,858 100,228 146,323 161,719 
Of which: goverrvnent 29,422 32,547 32,311 30,625 55,256 46,483 

others 42,943 54,056 67,547 69,603 91,067 115,236 

Extern<il sector 
(million US dollars) 
Current account ·516 ·212 ·98 99 104 331 
Of which: exports 1,078 1, 138 1,082 1, 136 1,527 1,796 

imports 2,205 1,940 1,835 1,493 2,051 2,452 
strvi ces 611 590 655 406 420 987 

Capital account 369 107 · 171 344 ·10 55 
Balance of payments · 147 · 105 ·2f:9 443 94 386 
Foreign reserves 343 262 .536 857 1,057 1,276 
Of which:off icial 275 192 177 508 632 794 

Months of ; , ?rt cover 1.5 1.2 1.2 4.1 3.7 3.9 
C011111ercial banks and public 68 70 159 349 425 482 

F~reign debt/GDP ratio 34.9 40.2 47.8 84 .5 77.2 64.8 

Debt service ratio 
(percentage of exports) :S3.8 30.5 32.9 28.6 34.1 20.7 

Exchange rate CKshs:S) 23. 1 27.3 32.2 58.0 56.1 

So111c,·: C<ntr.il 1!.111~ .. r Kcn1,, 
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Om: continued Clln:-tr;aint l\l gro\\lh has h..:en the slow p;Ke of privatizati110 and restructuring of 
those enterprises r.::-..:rwd for continued g1w.:rnmcnt cllntrol (s,·..: Section D). \\'hilc the process 
of reform of th.: par;1:-.l;1tals began in t•J<>I with the closing of several of most serious loss-making 
enterprises. only a few enterprises haw yct to he sold and it is unlikely that the gnvcrnmcnt \\ill 
hc ahlc to meet its target of end l'><J7 for Cllmplction of the process. Th'· will slow the generation 
of re\·cnuc to stale coffers. as well as continue to drain slate resources. 

B. ECONO:\llC STRUCTURE 

The physical em ironment 

Straddling the cqu;1tor in eastern Africa. Kenya cuvcrs 5SlUti7 square kilometres (22-t,081 square 

miles) of area. including 11,2.'«l squ;1re kilometres of water. The country extends from 

approximately -t degrees nnrth. to ..; dcgn:es south of the cqu;1tor. To the north Kenya shares 
hordcrs with Sudan. Ethiopia and Somalia. To the west it hordcrs with Uganda. and the Unih.d 
Republic of Tanzania lies lo the south. 

Kenya is made up of crosuinal pbins that rise gently from sea lc\·cl to 15ll0 metres. and highlands 
that reach altitudes of 2.500 to 1Jl00 metres. There arc two major mountain~: !\1ount Kenya in 
the mid-portion llf the Clluntr~ which cxtcmls to 5. l'N mctrl's; and Mount Elgon in the west which 

n:achcs -t.-121 ml'tn:s. Kenya also h.irdcrs Lake Victoria tn the west. and includes Like Turkana 
in the nmthwcst. Thc Circat Rift Vallcy bisects thc country from north to s1,uth. running through 
the highlands and is d111tcd wirh small lakcs and inacti\'c mlcanocs. 

Because of thc varia1i1rn in ahirudc. the range of climatic conditions is dramatic. Thc highlands 
aho\'c l..'iOO mctrcs ha\·c ;, temperate climati_ hut tcmpcraturcs dmp s1J low as to limit cuhivation 

aho\'c 2.750 mctrl's. Av1:ragc tcmpcraturcs ;11 sea lc\'cl arc 211 dl'gn:cs C\:lsius. and decline an 
a\'Cragc of 1.7 dcgrccs for cach ~Kl mctrc risc ahovc st:a lc\'cl.2/ 

Tht: most critical climatic Ltctllr effecting the country is rainfall. or the lack thcrrnf. Only some 
15 per ccnt of Kcnya rct·ci-.cs adcqu;1lc rainf;ill for cultivation. t:slim;itcd ;1t 751l millimt:trcs in four 
of fivc years. Rainfall is grcalcst on thc c11ast. in !he wcslcrn porlion 11f thc n1untry nc;1r Lake.: 
\'ictuia and in rh.: highL111d'. Th,· \;1,1 plains hclow l.21Hl nH.:lrcs arc arid or 'cmi-;irid lands. 

The rain.., comc Ill rhc w.:·,lcrn p11r!ion of rhc ro11111ry in onc inng rainy 'Cason. \\hilc in !ht: cast 
!here ar•· lwo pcrillds of r;iin. rhc long rains in :'1.farch-l\.by and thc < .. 111 rains in Scplcmhcr­

Cktohcr. 

Bccaus.: of thc widc vari:.!ion in climatic conditions, land ust: paltcrn.., in Kenya arc di..,tinct. 

Forests arc rcstrirrcd to rhc uppcr lcvd' of !ht: highland.., which n.:ccivc the n10..,1 rainfall and 

plantations ,Jf rnnift:rs and w;111lc arc limircd 111 that arc;1. C'rnp cuhivalion i .... carricd out in tht: 
highlands and livc,tork r;1i,ing is prim;1rily located in thc dry plain,. 

l>t-mogrnphic ha~l' 

As of l'>'>fl. Kenya\ p11p11bti•.•n w;i... 22.7 111illi11n. The \a.,I majority of thc,c pcopk- ar,· African, 
wirh only ... m;ili 111inori1i.:' o!· 1\rah, and ,\,ian'. 0\d !he 1kr;1dc of lhc 1'17lls. lar~t: numhcrs of 

Asian' cmiwall·d from rhc n1untry. h·w Fur111ll"1n' ,rill rcmain in Kcnya. Ki.,wahili is rhc 11rtirial 
langu;1gc. ;air hough Fngli,h i, grncrallv undn,11111d. Kikuyu and l.uo, thc languages of the two 

main tribal group' ;irl· al'" widc!v 'Jlokcn. 

Most Krnyan' wnrinue 111 lollow lr;ufirional Alriran rdigiou' hdicf.., hul there i' a brgc Chri..,lian 
rommunity rc111r,·d ;ari111nd !he Anglic1n and Roman C'arholic L1i1li.... blam is al'" pracliscd hy 

a ..,i;ahlc minori1y. rno ... 11~ of Arah anrt:..,lry. and '""' a dominant inrlucnn: in the roa..,lal area.., 
whnc nw ... 1 l\.hhlim' Ii\\:. 
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While :i1c population <kn~ity is 3'1.7 per square kilometre. close lo 75 per cent \lf the population 
li\·cs Pn lmly ill per cent of the lanJ. In 1'1'111. 15 per cent of the popular ion lin J in urhan areas 
(primarily the large"! .:ities nf Nairohi. l\tnmhasa anJ Kisumu). The non-African populatilm is 
.onccnlrat::J in the urban n:nlres. 

Kenya's popubtitm ccnlrLS arc ctmccnlratcd in the southern portion of the country :onJ alm:6 the 
coast. According hi the l'>S'> Census. the major cities arc: 

Nairohi J.W1.000 l\1cru 78.100 
Momhasa .Ui5Jlll0 Thika 57.100 
Kisumu 185.I:lO Kita le 53.000 
Nakuru lh2.Nl0 Kisii +t.llllO 
Eldorct 10-1.POO Kc.:richo .ttl.000 
Nycri x.-..wo \talindi 35,200 

\\'hile thi.: rate of incrc;'"'' of Kenya·" p11pub1iun is dropping Jue to a <lecn:;1se in fcrtility rales:': 
Kenya continues lo h;.i\e one thi: highi.:st rates of population gnm1h in thi: world. al an an:ragt: 
of 3.5 per cent per yi.:;1r <luring the 1•1so,,_ Pr11jcclitms for this Jcca<lc arc for gro\\lh to fall to an 
an:wal avi:ragc pf 2.7 per ci:n: ;md hi an annual a\cragt: of 2.2 per ci:nl in the first dc.:ca<lt: t ·f the 
next ccnlur~. B~ ~Ohl. Ki:nya·" popubti11n will he mort: than twici: thi: level in llJSO (st:c Tahle 
U). 

Table Lt Projection of popul;1tion lo fhe year :?OIO 
( Tl11 m"and) 

Total population 
Growth rate (percent~ge), 
Female 
Male 
Rural 
Percentage share, end of 
Urban 
Percentage share, end of 

1980 

16,670 
end of period 3.5 

8,390 
8,280 

14, 170 
pt:r i od 85 

2,500 
period 15 

1990 

22, 753 
2.7 

11,399 
11,354 
18,727 

82.3 
4,'J26 

17.7 

2000 2010 

29,706 36,898 
2.2 

14,855 18,461 
14,851 18,437 
22,755 25,581 

76.6 69.6 
6,951 11,2217 
23.4 30.4 

,\"a fl"\1111 of the r;1pid 1;11i: of 1-!rowlh. di".: lo t~l pn ci:nl of Ki:nya'" pop11la1ion is 20 under 
:-i:ar" of a)!t:. Thi\ po"l'." a \p.:rial prohkrn f;ir lhe cnunlry in rnmhatin)! uncrnploymt:nl. Youlh 
traditionally ha\t: a hi)!ht:r unt:mploymi:nt rail.'. than nlhi:r porlion" llf lht: labour forct:, and wi!h 
'urh a largt: pi:rn:nlagi: ol \olln)! and in..:xp..:rii:nr..:d pt:opk: i:nkrin!:! lht: jllh markt:t, it is t:xpt:rlt:<l 
that mo'I will ha\i: lo cri:ak thi:ir own i:rnpl<'~ni.:nl in lhi: informal and agrin1l1ural "c.:clor". 

N1111111ly doc' lhi: rail" of l.!'owlh nt:alt: a )!ri:al challcnµ.: f11r the t:conomy in lhl'. ni:ation of joh,, 
lht: "i1u:11i11n i\ t:X.ll'l'rharl·•: by lht: rapid urhani1ati11n of thi: p11pula1ior Tahk IA prt:,i:nh lhe 
di"1rihu1ion of url1;1n p111 ul;ition in l'IS'l. During the l'ISfh lhc urhar. population )!rc.:w hy an 
annual ralt: of .'i pn n·nt. \1.·r\ll\ thi: rounlry ;l\n;1)!i: of .l) per rt:nl. (inm1h in !ht: urban art:a" 
i.\ npcrlnl lo rL·main \\di ;1ho\l' till: 11;1tional ,1\nagi: and ii j, i:,tirnale<' ihar hy the ~l'M 21110, 
ovi:r .111 pi:r ri:nl of thc populalion will k in urhan ..ri:a\. In thi: l'lSlh, 2) pt:r cent of the !:!rm1-1h 
in lhi: pop11L1ti .. 11 \\,1\ 11rl•;111 dwdkf\, and hy ~lllfl that ralc j, cxpn·tnl lo ha\t: ri:arht:d .'iO pt:r 
rrnL1/ 
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Within the urllan areas the fastest growing segment was the Tmm Councils (a\·erage si7.e 12.!XXJ)_ 
But the large cities (a\"era:;e popubtion ..J.'iJlOO) an: also growing rapidly. The need for upgrading 
and extending infnstructare and serYices in the urhan areas is pressing. al the same time the 
country faces the need tn proYide such ser\"ices to the n:mole areas. 

Table 1.4. Distribution of urban population in 1989 

Percent 3ge 1979·1989 Total Percentage 
Region Total share Average Growth rate increase share of 

(Thousand) of total size (Percentage) CThousandi increase 

Municipalities: 
Nairobi 1,346 36.0 1,346 5.0 518 36.4 
Moobasa 465 12.4 465 3. 1 124 8.7 
Other 1,240 33.2 48 4.3 424 29.8 
Subtotal 3,051 81.7 109 4.4 1,066 74.9 

Other urban areas: 
Town Councils 263 7.0 12 9.1 153 10.7 
Others 422 11.3 6 6.8 204 14.3 
Subtotal 685 18.3 7 7.6 357 25.1 

Total urban 3,736 100.0 31 4.9 1,423 100.0 

Source: Republic of Kenya .. \1· sio11c1: 1'1lf'•T .\·,,_ l of f<J<)-1. 

Agriculture, fottslry and fishing 

Agriculture 

Wh:lc Kenya ha-.. an imlmtrial and tour .\m hase much more dewlopeJ than that of many suh­
Saharan countries. agricultun: continue-.. In dominalc the economy accounting for 25 pt:r n:nt of 
(iDP in l'N..J. A!!ricultural go11d1,, coffee. tea and horticulture. an.: also the country's primary 
foreign exchange earner-... togeth.:r accounting for about W per cent of exports. Agriculture also 
employs approximately 70 per cent of the labour force and agricultu;al land is home to 
approximately 85 per n:nt of the population. As a result, the promotion and gro\\lh of the sector 
arc critical to the fut urc l'f Kenya and its dc\'clopmcnl. 

Of a total land area of 5<.,1>1..J,!KXI hectares, O\"Cr 52 million hectares arc classified as agricultural 
land. O\'cr ..J2 million l.cctarc~ of this, however, is classified as having low agricultural 
potential:~/ Thi-.. area is pimarily arid and semi-arid lamb (ASALs). Close lo 7,!KIO hectares 
arc c!a.....,ificd as high poll ntial for agricultural production and just over ~.om arc in the medium 
classification. Only 52,IKIO hectares arc currrntly irriga!e<l. although the potential for irrigation is 
hcli1.:vcd to he rnmc 5-JO.'MIO ha. 

Because of the l11w lcn:I 111' irri!!at ion. m urh of Kenya·.~ awicult ure is nt rcmely ~u~ccpt ihlc to 
drought. For example. in recenl ~car-.. oulput wa1, dcprcs-..cd hy had WL:ather and drought in 1 1>8~. 

llJS..J, 1'>87, 1'>811, l'J')ll, and e~pccially in the l'J'>l- l'Nl period when thnc was a sc\'crc droughl. 
The value of Kenya\ a,!rirultural 11utput is also clkct~·d hy external h11oms and hu-..ts. Coffee and 
tea in particular, arc the victims and h..:ndiciaric-.. of world production and price movements. 

As well a-.. coffee and tl'a, Kenya·-.. main cash crop-.. include s 't:ar l'ane, mai1e, wheat, sisal, 
pyrethHun and c111ton. rhe wuntry is the third largest producer of tea and -..ccond largest 
producer of si,al. after Bra1il. The production of this crop ha-.. fallen 1,tcadily -..incc its pc.1k 
produrtion of 81! .. 'i~li tonrH.:., in l'l7..J. In I')')~. si ... al produrtio11 wa1, only .H,l..J8 tonrn.:-... Si-..al i-.. 
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pwdun:d m;1inly t•n brgl· cstah:s. thc numhcr of which has falkn dramatically fwm hO in N.5-J. 
lo just 19 pn:scnlly. 

Anothcr crop that has sufkrcd rcccntly is cotton. While the production of Ctlllon incn:ascd 
steadily during 1hc P>70s. it hcgan lo fnumkr in the l'ISOs. Collon require~ large amounts of 
waler and is thus p;1rlicularly susccptihlc lo drought. anJ lends lo bi: produced on larger plots. 
Pr,-.duction has also lx:rn hampered hy a poor n1arketing and pa~ments system. and low prices. 

In 1971. the Kenya Sugar Authority was estahlished lt) promote sugar production and processing. 
By l'>SO. the cnuntry was runn;ng a surplus in sugar of 150.000 lonnes (domestic demand was 
275.000 lonncs). By thc 1<1..: 19SOs. howc\·cr. lhe domcstic dcmand for sugar had risen sharply and 
the country was impt•rling significant quantities. In the 19StJ-1991 period, cane han·csts rcachcJ 
record b·cls. pcaking ;11 5:.12.1100 tonnes. hut hy 1992 production was down to 372.253 tonnes. 

Sugar production in Ken~a has hcen fraught with prohkms. First. despite thc rccnrd han·cst. in 
lhc ea~ly i'Niis. Kcny;in sug~1r w;1s hcing smuggled inh> ligand;1 al such a r;11c that shortagcs werc 
arising in the hornc markcl. Th.:n hy 111'>5. ilkgal imports of sugar into Kenya cre;1te<l a glut in 
lhc markct that w;is so se\"UI.' ii thrcalcnL·d lo prccipilale a collapse and the loss of 13.000 johs.1., 

Kcny:i currcntiy supplics t.5-70 pcr c.:nl of the world markct in pyr.:thrum and has some 30.000 
hectares under cultivation. Pyrethrum is produced mainly hy wopcrativcs. Future production is 
threatened. h1lWC\"er. hy dedining world dt:mand. 

Horticulture has ht:rnmt: the new growth area for Kenyan agriculture ;md is also a signific.anl and 
growing snurce of foreign cxchangc. Fresh flowers. fruits and \"C!!Clal"llcs arc air-freighted to 
Europe and the :\liddlc E;1st. Except for pineapples. \"l''.c!Clal--lcs and fruits arc grown hy small­
farmns. Cul tlnwt:rs arc produced hy twn brg..: firms. ThL· sect11r has high potential hut has heen 
hampered hy a shortagc of airfrc.:ight spact: ;ind pt>l>r h;rndling and storage facilities al tht.: airports. 

l\lai1e is the country's primar~ food nop. Once ;1gain. production is ~usceptiblc lo weather 
condirions. e'pcci;1lly drnl1ght. In ye;1rs of ,e,·ert.: Jrnught. the country has to imporl to meet ih 
food requiremenh. r\s the critical crop in the country\ food security programme. maite is now 
stockpiled fnr emergencie~. In l'>IW and again in l'N2. Keny;i faced serious shortages of food. 
During periods of drought thc rnnsumptinn of maitt.: increase~ as the a\"ailahility of other fooJ 
stuffs decrea,es. Kenya ha., nc\er been self-sufficient in wheat and continues to import somt.: 30 
per cenl of its consumprinn 

Livestock and tbiry producti<Hl arc important borh fnr local u111~.ump1ion and for expnrl. 
Li\"eslrn.:k :11.:tivitic, arc 111.1inly concentrated on the ;iri<l and semi-arid bnd ... and n:ntres arm;nd 
the herdin!! of c1ttlc. shl·.-p. !!"ah ;ind pi!!'· C1ttk and dairy pniduch ;ire the n10,t impt1rlant 
componenh of livc,tod prnducti1111 in terms of monetary v;tlue. 

From )')l'\11 to 1'1'10 the numhcr of ,J;iu),!ht..:red c;ittle and c1ht.:s rose from .'Htl.tMIO head !11 H2K1Mi0 
hea<l. The numhcr of .,Jau!!hll·rl·d -,hcep and !!oats rose from IOX.000 head to 1.2 million hca<l and 
the numher of pi!!' climbed from 5.1.IHlfl head to X.t.ooo head. From l'IX2 until i'NO. mil~ 
pr;1duction increast:d from 2(10.IHIO litres to ."N2 .. 100 litres. 

As part of its overall rdllrm policy, the i,:ll\Crnment has liht.:rali1cd thi.: a!!riniltural sector in recent 
yt:ars endin!! the ;nonopolies prt.:\"io11sly hl'ld hy mo ... t of the t:ommodity hoarJ-,. Dollar sales at 
thc Mnmhasa rnllce and tea auction-, h;1;c also been cstahlished. The National Ccrcab and 
Produce Board 1110111 •poly on m:1i1e import-, has hci.:n aholi,hcd. a' ha\L' rc't rict ion' on I he 
mo\"cment of rnai1c acrn" iJi,trict hound:1riL''>. llowl'H'r. when it appearnl th;1t thi.: \ariahlc duty 
'Y'tem on :lf!rirnllural g1•1HI., w;.., hl·in!! cirrnm\l·nfl'd in c;1rly 1'1'15, authorities placed a nine· 
monlh ban on the in.portalion of m;1i1c. wheat, milk an<l su!!:ir. 
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Fon.-stry 

Kenya h;1s n.:bti\d~ fcw for~·.,t rc.,11urccs with 1inly 1.h'l\l th,iusanJ hcclan.:s ,,f n.1tural forests 
( 11>'>0). including 2tl-iJllMl hcctarcs of gr;1,,,,bnJs. •>-U.11110 hcctan.:s ,,f closeJ fore:-.i .. ~YIJltltl hectares 
of \\O•.iJbnd. 15llJMlO hectares ,,f haml""' ;ind -t7Jlllll hect;ires of m;ingnwe:-.. \lost ''' these 
n;1tur;il ft•re.,h ;irc lnc;1tcd in the m1•unt;1in arc;is anJ arc dassilicd as protcctcd ;1re;1s. 

(iem:rally. forest-. h;i\c hecn th.: sourc.: ,,f fud. huilding m;itcrials. tools. m.:dicine and forage for 
domestic ;ininul:-.. Only in reffnt years ha\·e they hcen used :1..; the hase for wood-hased industries. 
In 1992. the h>tal area under forestry plantation was 151>.11110 h..:ctares and was compt>sed mainly 
of exot:c sortw,,.,J., (SO p.:r cent)_ Ext Hie h;1nlwot>J., c••ver about l-t.000 h..:ctar..:s. while indigenous 
hardwoods anJ industrial softwo,,Js 1:11\..:r ;1m1thcr S · ;) hn-tares_ 

fishing 

In 11>'>2. it is c,..1ima1cJ that th.: h>tal fi.,h pwduction of l'ISJlllll tonn..:s was only one-third of its 
pot..:ntiaL With .. ignilic;inl fre.,h and salt w:11er resources. the p1>tcntial exis!s to develop fishing 
;1s hoth a sourn: of ch.:ap prntcin f1>r loc;1I .liets and as an exl"•rt commodity_ Lake Victoria alon.: 
;1ccount.:d for o\·er •1-t per cenl of th.: fi.,h catch in 11><>-t. inJic;iling th.: \·ast und.:rutilization of 
marinc r.:sourccs in p;1rticubr. Thi: rnuntry·s fi.,h farming l"•tenlial is abo estimated hi !-...: great 
al 50.(lllll tonne .. r~-r y.:ar 

Mining and~ 

Mining 

K.:n~a has liul.: in thc \l.;1y ,,f .:xpl11itahk mincr;1l rc .. ourc.:s ah hough cxplor;ilion continucs lo takc 
placc. Soda a:-.h is cum.:ntly thc c11un1ry\ prim;1ry mineral product (scc Tahk 1.5) and is thc 
leading min.:r:1l exp11rt. The ;1sh i., min..:J :1t Lakc \bgaJi in the Rift \';1lky. 

Table.- 1.5. 

1990 1991 1992 1993 

Mineral (tonnes> 
Soda ash 231,900 219.~0ll 181,330 216,890 224,200 
Ftuorspar 80,529 77,402 80,360 78.725 89. 155 
Salt 70,318 72,4'12 72,494 74,669 75,757 

L imcstonc productsb/ 35. 733 32,017 30,656 30,349 30,469 
Other 39,388 39,963 40, 150 :,c., 553 40,934 
Tot;il 45i,868 1,41,331 404,990 441, 106 460,515 

Value - I( ~7und~ 
34,900 42,453 48,425 t-9,514 88,2-X-~oda ash 

Fluorsp;irc/ 8,0!8 7,~9 8, 117 14,000 13,422 
S;i l t 3,938 4,057 4,426 5,400 5,644 
Limestone products 1, 556 1,391. 1,449 1,536 1,483 
Other 1, 951 1,97'1 2 ,C29 2,091) 2, 129 
Tot ill 50,363 5 7,732 64,41.t, ?;>. 51,0 110,977 

------------- -----·-----------· ----

.\1111111· Rrruhfll· <'! l\rn\,1. C cn!r.d BHrc.111 111 '1.111 ... 111 ... 

• 1, 1'rn\1\1c1n.il 

fl, I ,dudrn,.: 111ru1 111 r1 mt'nr rr1~lu11'''" 

f : ,, Jud111:,.: r'~l4•rt .... 1!11r 

·----·--------------- -
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Otha mining acti\·ity cenlrcs around the cxlraclion \lf small amounts of gold. salt and limc~tonc. 
One fluorspar dcptbit in 1hc Rifi Valley has bccn exploited since 1975 and pw<luccJ 1'9.155 l•.lnnes 
in 199.i. Smalkr-scak ~·xtraction acu\·ities include the mining of vermiculit..: ;1ml gem stones 
(ruhics)_ 

Deposits of garni:t crystals havc bcen di.,c.wcrc<l al Tsarn and han: n:ccived high valuations. The 
region promises lo bcar several other mineral" as wdl. Already identified arc dcposils of apalile. 
graphite. kaolin. ky;milc. ruhics. h•pazes. grecn lourmalin..: and tsa\·olitc. Exploration for copper. 
nickel and chromilc in thc Kcrio Va!1ey is also bcing undcrlaken. 

0:1 cxploratinn bcgan in K..:nya in the.: 1'>50s and has conlinued to tak..: place intcrmillently holh 
on land an<l offsbm.:_ Th..:n: has lxen liulc success to <latc. however. In 19S-I. Kenya pa.'-'ied the 
Oil Exploration Acl. under which forcign companics c;m participate in Kenyan oil and g.as 
de\dopmcnt on a pwd11cti.m-sharing h;isi,_ Conccs.'\inns ha\'e been taken by such international 
giants asAmow (United Slates), Campaigne Francaisdcs Pi:trnlcs/CFP-Total (France). Marathon 
Oil Co_ (Unih:d S1;1tcs). \l,lhil Oil (l'nilcd Stales). Fina (Belgium). Tcxaco (United Slales). Shell 
Explm;1tion (:"lkth.:rlanJs) and Pclrn-C:ma<l:.i (Car:ida). In n:ccnl ~cars only one wcll (out of 
mon.: th;m 211) has s:tn\\n lr;1ccs ,,f 11il anJ gas. II is the rcm1lie norlhwcst region of Turkana. 

Energy 

W11h no curren1ly cxploi!ahlc depnsils of nil. gas or coal. pclrolcum is imptntcd and relined hy 
the Momhas;1-l.ascd Kenya Pe1roleum Rclinerics (KPR) which npcratcs 1hc country"s only 
refinery. While ;1n estimated 711-SO per c..:nl of dnmcstic cnc.:rgy r..:quircmcnls arc met hy wood 
fud snur::::.:: •. th..: ni1ical inJ·1_,1ri;1l ;mJ lr;in_,port sectors rely on oil. In fa:::1. oil-ha!>cd fuels accounl 
for 1\1 1 p..:r ecol of cnmm..:n:i:1I ..:ncrgy u ... ..:. Rdine<l oil pw<luch accnunring for _\t, per :.:cnl 11f 
crud~· oil imp1•rh.- h,>\\1.'\..:r. arc a 1ra<l11i1mal export of Kenya ltl neighhouring landlocked 
omnlri..:s. repr..:,..:nling th·~ coun1ry· ... fourlh brgi:-;I f1•rcign exchange earner. (Sci: External lradc 
anJ p;1ymcnls hcltiw.) 

Bctw..:cn 1'172 anJ 1'1'>2. Ki:ny;1\ annual cnn-;ump1ion of pclrnkum fuels rose from I. l'H lhnusaml 
timnes to 1.s.••1 lhousand tonne.•. while lhc c1msump1ion of liquefied pclrokum gas rose from 
JOJMMI tonn..:s lo :.':7.(MMl 1<10•1.; ... _ The proc..: .. s of urhanin1ion and ;1 drnp in the use of charcoal has 
;1lso led 10 :-.ignilic;int inncasc in the amounl of kemscnc c1~n ... umcd. In 1'>7:!. 52 thou ... and 1onncs 
were u .. ed while hy 1'1'12. th;1I ligun: had ri .. en lo i75 :hnu-~ind ronn,·.; 

The demand for 11il-h;,...,·,I fud ... i ... 1.·xp..:cri:,I lo ri ... c I. I p..:r n:nt per ;innum mer the 1'1'15-1'1')(, 
p..:riod ;md n1n1inuc 111 ri,..: ;i, 1111: n·Pnc>my r..:1urn .. lo a p;11h of growth anti Jc\"clnpmenl. T1• 
nwel rh,· .-1in1im11:d ri,,· i>1 J..:m;111d. th:.: ~"\..:rnm1.·n1 in1..:nd-. lo cnrouragc fur1h..:r exploration of 
lh tntl.''>l ir .... 111r,·1.·, h~ inti.' n.;1t j, 111;11 n 1mp;1n; •. ., ;ind n 1n ... 11rl ium .... ;1.,. wdl as prnm11lc l hc Jl.'\clopmcnl 
,,f alti:rn;1li\C "'lllr(1.''> f11r CPlllnlCf(i;tl 11 ... e '>lid! ;1, "1br. hio-_c; .... ;inJ wind. 

Since 1')')0. 1wo r.i;1jc>r rh;mge., in oil pric..: ... ha\C laken pbce. The first was the rcsuh of lhc 
in1roduc1inn of lh..: R.iad r.taint•:nanrc Lc\y ( ... cc Tr;1n.,p11rt and communicarinn helm\') unJn 
which ii speci;rl l;t\ w;1 .. ;dc.kd ,,, 1he retail prices or \'ari11u ... pclrokum produch in ;in effort lo 
r;1i~e fund., fnr lhc rd1;1hilitalion and 1.:x11.·n.,ion of lhc rountry·,. ro;1d network. Thi.' .,c.-onil chanf!c 
in price ... w;1-. 1lw ri: .. ulr 11r the lihcrali1;1ti11n of prirl.'" in <k1ohcr l'i'J.i lhal 1111.k pbrc a ... p;1rt of 
the dcrq.!ubtinn of rh..: oil ... ..:rtnr un1kr the gmcrnm,·111\ br.•;1d poliry of rcmm·inf'. ir-clf from 
direct p;1rtirip;1linn in thc indmtri;1I "i.:cll>r-.. ,\., ;i rl·-.ult of thi" nlll\1.'. the rd ail prir..:" pf premium 
and rcf!ubr 11111tor ~;1, il'nl·;1,,·d -.lid1tly (~.:'i pd rL·n1 and l:.h per rcnr rc ... pl·ctih·lyj. while lhl.' 
rd ail prirl' of c;1' nil. tkdi 11.'d 7.'I p1.·r r1.·nt. 

Alnnc \\ilh tlw lih1.·rali1;11:,,n 11f pri'"'· rc·,1ri,rion" nn lhl· "lll'(lly or importi.:d pl'lrolcum fud wrre 
lif1nl whl·n 1hc l''11.:r~:· -.c·rror w;1., dc-nintrolkcl. Sinn: Or1obl·r l'i'l-l, nil firms ha\c hccn ahlc lo 
imporl ;111d .'cl prirc' frc·d> ;ind 1hi: pri\ik,c1.·d po ... iti11n 111' Kl.'nyan l\:lrnkum Ri.:linl·rii.:' and 1hi.: 
:--:a1i1m;,J Oil ('pm pan\' ,,r K1.·ny;1 t11 inip11rr .~l pn r..:nt Pr lhc w1mrry· ... audc rl.'quircrlll·nr ... ..:mkd. 
,\f !he .. arm· lime 1hc Kl.'11y:1 l'ipdinl· C11111p;111y ''"' ih rnnnopnly rif!hh In thl· lrampnrt pf all oil 



12 77u· .Haa11.·c1111omic and /r1dmcri11/ Poiin· E111-ir1m111,·11t 

pmducls fr1lm \hm1h;i:;a hl Nairohi anJ on lo Kisumu (lo which ils pip<..·linc was rcccnlly 
cxlcnJcd). 

l'ol all gPvcrnmcnl inllucncc has lxen n.:~hn.:J. however. Because !here wen.; ntl facililics for 
lhc handh11g of imporh:d LPCi. local ri.:fincri;.;s ha\·c lxcn re4uircd lo process a minimum amounl 
of oil inlll LP< i. This requin:mcnl L\ ltl ll\: lilkd when Shlr;1ge and handling facili1ic" arc in place. 

T'1c primary .,1 •Url·e 1•f ekciricily is lhc h~Jrocleclric pbnb ( fiw major slalinns) in ch~ Tana Riwr 
ha.'>in and the gen1hcrm;1I stalion al Olbria. lfganda supplies lhc counlry wi1h .'<I MW per ~·car 
from ils Owen f;ills planl under a 50-ycar agrccmcnl signed in 195S. As is lhc case v.ilh 
pelrolcum and gas hascd fuels. lhc c1•nsumplion of clcclricily has als..l risen sharply in !asl 1wenty 
years. ycl only 10 per ccral of Kenyan households were ci.:clrici1y c1msumers in Jl)')J_ Cl\-er 1hc 
J<J72- )1)1)2 peri1ld. !he general ion of hydm-clcclricily increased fivefold. Gcolhcrmal general ion 
declined. hnwewr. Jue lo lhc high wsl of mainlaining and running such plants. 

l\lanuracturing 

While growing r;1piJly in 1hc c;1rly yc;irs airer indepenJcm:e. m;inufacluring h;1s stagnalcd sincc 
lhc J9SOs and ib cunlrihulinn lo ( iDP h;1:-. ;1elu;1lly dropped slighlly from wughly 12 pcr ccnl i'I 
the t:ady 19SO:-. I., 111.5 pc; ccnl in )'1'1.~ ;ind 1'1'1-J I in rt:;1I lerms 1he sh;irc of manuf;1.:luring rosc 
o\·cr lhe pt:rinJ from U In I.\.h pt:r ccnl ). ,.\:-. nn1cJ ;1hovc. chis is dcspilc lhe facl lhal 
m;inufacluring w;is supp1 ·~.c.J loll\: I he princip;1I driving force of cc1lnomic grm~th ;ind dc\·clopmcnl 
in 1hc l'ISOs anJ )'>'>lb. 

\\.i1hin lhc m;inufacluring scclnr the mosl important suhseclors in \·;1lue lerms arc fo1>d proccs.o;ing. 
r-·trolcum ;inJ chemic;1l product'\. metals ;ind m;ichinery. In lcrms of cmplnymenl. the foo<l 
processing industry ;1lso li:a<ls. followc<l hy mclals. machinery an<l lr;insport equipment. ;ind textiles 
(primarily co1t11n-h;1:-.ed). Keny;1 h;is fairly well-dt:vcloped ;min p;1ri.. induslry and h;1s lhrt:t: auln· 
;1ssemhly pl.ints 1h;1l ;1sscrnhlt: hillh rommcrcial and p;1sscnger \·t:hicks. \bjnr foreign inwstmcnt 
ha:- ll\:cn m;1dc in sc\·cra m;inufocturing :-.c.:tnrs including: mt>h•r \chide ;1sscmhly. chemic;1ls. 
tohacco. shoes. pharm;1lc11tic;1b. llt:\'Cr;1gc' anJ fn,1d priKcs:-.ing. 

The m;1jority 11f Ken~a\ m;inubclming ci>nccrns tend lo he ,m;1ll in silt: wilh lcs\ lh;m 50 
employee\. In )'1'111. of lhl· ~JMl2 m;muf;1cluring cstahlishmcnts (l•lCations \·er'"' :11mp;init:s) ;n 
!he country. only h 12 \\\rt: of ;1 sitt: grl·;1lcr th;in :'ill employee". Three hundrt:J ;mJ .. ixty 
c"tahlishmcnls h;1d ht:!wct:n 11nc ;md f11ur employees. ~.\I has llt:lwecn fac ;mJ nine employees . 
."H 2 had lt:n to I'> cmplo: .:e,. and :>~h employed llt:twccn 211 ;md .J•> persons. Thi: majority of 
cmplnymcnt. on !he olhcr h;md. dol'' 1;1lt: pbcc in !he l;1rgcr l'\l;1hlishmcnh. In )'r,~I. of !ht: total 
IS7.211.\ p..:rson' l·mpl11ynl m !ht: m;mufacturing Sl :!or. l!•h.~7h \\11rlnl for t:,i;1hlishments 
employing m11rc rh;in '\11 cmplo~l·c,. 

1>i,;1ppoin1cd ,,jrh rhc p;1•: pt:rf1•rm;1n,,· 11f lhl· 'ccli•r. th,· Dc\cl11pmcnl l'bn f11r l'l'>.J/'lh re­
aflirm..:d rhc nc,·d lo lihn;ili1e rhe 'l·l'l1•r ;111d pkdgcd lo conrinuc nn lhl· p;11h of t:n•n11mir rcf11rm 
;ind re-.lrucluring ,,fij,·h \\;1, hl·gun. ,,jrh \,1r~ing ;1m1nmh 11f c11m111i1m,·n1. in lhl· mid- l'ISlls. l'ril't:s 
hah' fli:cn dcronl r1 •llnf furl ha. rc'I rtl·t i\ i.: f, 1reign cxch;111g.: regul;it i11ns h;1vc ll\:cn aholisht:tl. 
impnrl lin:n,inl! h;1, hn·n c.:;1,l·d ;ind rd11rm of rhc lin;inci;if '-l'Cl11r h;1' begun \\ith rht: hopes 1h;11 
hy l·;1,inl! rh,· nt:dir c11n,1r.1:n1. iml·,11111.:nr in 111an11f;ir111ring will innca,c. St:\l·r;1I inrl·nli\e-. :iimnl 
spcriric1ll~ .11 fH11n1t•ting imolmenl in 111;11rnfarturing h;1\c ht:cn pul in pLin· ;i, \\ell. such ;1, 
111;1n11LKlurin).! undc·r h11nd .,.-fi,·ml·., ;111d the l'Xl·mption fro111 imporl dutic' f11r ~·api1;1l cquipml·n1 
;111d inh·,(111c·n[ \!•ll•1f-. f't1ll 1kl.1il, of (he· dn..-lnpnll'll( of lhl· m;11rnf.Ktllrinl! Sl.((tlr ;1nd lftr 
gt1\l"rJll11CJll pr1Hllt1li11n \(hc·m,·s ;ire L'.i\i.'Jl in Ch;1pkr II .md in Sn·1i1111 I> pf rhi, Ch;1pl~r. 
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Trasport and c:ommunioatioa 

Tr.ms port 

Kenya-s lransporl sector i:. centred on rnaJ. rail and air sysit·ms_ In 1992. the n;itional rnad system 
consisted or S.t.21 kilomctres of p;iwJ waJ_-;. 2h.ll'J2 kil11metres or gra\"d wads and 2..'!Atlh 
kilomclrc-; ,,[ Ji rt rnaJ_.;_ The rail system rnnsists of 2. 7119 lil,1melrcs of rail lines_ Th.: country 
ha.-; two intcrn;1tinn;il airprnts. Nairnhi"s J1inw Kenyana and \fomhasa·s Moi lnh:rn;1tional Airport. 
as well as sc\·cral smaller facilities in \"arious parts of the country (plans lo build a third 
inlcrnational airporl ;1ppcar to ha\·e hcen ;1l leas! temporarily scrapped). Kenya alsn has a pipeline 
running from the coast west lo llganda ;md lo Kisumu on Lake Victoria_ 

Anyone who h;1s dri\·cn 1hrouglt Kenya can only agree \\ith go;·ernmenl's asses.'>mcnt that the road 
system ha..; nnl hcen m·1int;.ined and 1h;1l il is gross!y inadequate h1 support the le\"d of 
de\-clopment and increas1·d acti\ity they ;m: hoping for in thc future. A stratq .. •y for upgrading. 
repairing and exlcnding lhe road system is now in place_ hs primary financing rnmpom:nt is the 
Road !\laintcn;mcc Le\"y 1111 molor fuels which replaces lhe old syslcm of lolls. 

~cw enfnrccmcnl mca,..u:c~. h;1\"C abn 1-...:o.:n inilialo.::.I h1 cnnlrol the axd-load 1•n lhc wad syslem. 
The rcccnl c1•mpkli1111 of ;1 so.:cli11n ,,f 1ho.: oil pipclino.: in !hc Eldorel rcgion has pro\ided some 
rdid already hy o.:;1sing rn;ad lanker lr;:rtic and ir i" hopcd thal increased dlicicncy and capacily 
of lhi.: Ko.:nya Railw;1ys ( c\pecli.:J as lhc rcsuh of its restrucruring thal is currcnlly umlcr way) \\ill 
furlher c;1sc lhc hurdcn on 1hc country·s road sysh:m_ 

Kenya Airw;1~s am! i1s frc:ighl h;mdling suhsidi;1ry. Kenya Airfrc:ighl Handing Ltd. arc lhc: rnunlry·s 
major airlines_ B1•lh arc c11rrc:n1ly sr;1lc:-nwnc:d hut on lh..: sbl..: hi hc pri\"ali:1c:d. Thc role or air 
transporl !Ja.<; grnwn n>n,i fcr;1flfy with lhc: numf>cr or p;1s,..c:ngcrs gning lhrough lhc (WO main 
airporls re;teh;n..: 2.h mi!li,111 in l1N2_ P;1s,..cng~·r tr;1rlic wi1hin lhe country is also imporlanl a.; 
more :ind mor1: l•1uri,r.. p;1r1icip;1lc: in -n~ing :-.;1foris" and muhipk Jc:s1in;1li11n hniid;1ys. 

The c:.\p;m:-.ion nf th1: ;1ir .,~,lc:m h;1, ;1l"1 induJ1:d the ship1111:nl of high-\;1luc pcrish;1hlc ilems. 
p;1n:;;ubriy h11r1icuhur;1l !'."oJ.,. Dc:m;md fnr lhc:sc sen·icc:' i.:t1nlinuc:s lo t1ulsrrip supply. however. 
and !here ;ir1: many prohkm' ;1,..\l•ci;11cd \\ilh inad1:qu;1lc: refrigeration facilities a[ the airports ;ind 
lhc: P'"'r h:.ndlin!! of go1.<ls in !!CDer;1L ll i, hoped rh;1l priv;1ti1alion will improve. a~ well ;1., 
exp;md lhc ... c sen·ice-.. 

The Kenyan r;1il syslc:m. c1.1nsisl!\ of one main line running wesl frnm lhe coasl lhrnugh Nairobi 
with rnnncctin!! linc-. lo p11inh in l'!!anda and the l'.nil:.:d Rcpuhlic orT;rn:1;inia. As or l'N2 lhc:rc: 
were 5St1 locomt1ti\·cs. K·:nyan R;1ilw;1y' h;.., hec:n pb!!u..:d \\ilh prnhlcms and h;" !!C:n..:rally n1•I 
hc:c:n Compdi(i\"C \\ith olh..:r mode' or lr;tn,pnrlalion. opeci;1lly CtllllnlCrl"ial ro;1d tr;tn,porl. :\ 

rc,lruclurin!! of th•: c11mp;1ay i, rnrr..:n1ly h..:in).! undcrt;1kc:n \\ith th..: hn1•c' t1f innca-.in!! dlicic:n•y 
and."' n1111:d. dr:t\\ill!! hcr.y fn.:i!!ht lr;1ffir from lhc o\1:r-hunlcn1:d ro;11l 'Y'lc:m. 

( "omnmnicalion~ 

\\"hilc kw K..:m.11i.. \\ii hi 1. and ;1!1111"! n .. n,· lllihido.: of 1h1: majnr urh.m ;ir,·; .... h,1\e ;Kr1:'' lo 
t.:kcomm11nira1i .. 1i... imern;~lional link' ;ir1: _c1.·111:r;1lly !-!"""- Since 1'>77. lrkcomm11nico11inn., ;md 
p11 ... 1;1l ,,·n ic1:' h;1\.; hc:..:n prn\"id..:d hy 1h1: K1:11y;m "'"' and T drcnmmunic11ion' Corpora1i.in 
(Kl'TC'). Tho"· tw" 'rnicc' ar1.· now In J.c ,,·p;ir.111.·d and all h·.11 lhr n1r1.· 'rnice' which rd;11\: 
r.- na1i .. n.1l '..:rurit\ .ir1.· 111 he pri\,1fiAd. 

B.:l\\1.·~·n l'l.'\7 .ind l'rll. pr11\\lh in kl,·"111111111ni,·.1ti11n' pr11\i,11111 \\,1, ,lr11nc \\ilh lh1.· 1111mh..:r nf 
,.,, h.tnf!t'' i1HH .. 1,in1: .111 ,1\1.·r.11'.1.· 111 '> p.·r ,-.·nr p1.·r ~,·,1r. Th1.· inn1.·.1,..: in inll."rn;11i11n.il ;111d 
,ufi,rrih.:r di.1llinc ( ISi>) \\,I'• 11 pn n·111 po y..:ar. 1'1nj1.·r1i1111, in th1: l'l'l~- l'l'lh fk\dnpmenl 
l'bn ;ir,· fnr .1 rd!lrn 111 ,frnnc cr1mlh ('..:c T;1hk 1.t.) and im1.·,1rn1.·n1 will l-.•nlinur lo inrrc;N: 
11111il llw rr,1rur1111inf! ;md pri\ali1;1tinn of Kf'T(" i' rompktnl. 
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Tabl~ 1.6. Prujl"C."lc.-d dom~slic ld«ommunkalions Rt>tworl. 1990-1996 

1990 1991 1992 1993 1994 1995 1996 

Telephone exchanges 
Automatic and manual 415 459 468 478 532 6t7 15 
ISO 104 119 165 171 138 160 185 
Digital 57 90 167 116 104 121 140 

Telephone capacity 
Autanatic and manc.;al 221.ero 286,740 .334,360 387,858 332,0<!0 385,000 447,000 
ISO 175,0CO 231,500 281,560 335,058 268,540 311,506 361,347 
Digital 48,000 127,200 150,300 203,798 147,000 71,00C 198,000 

Connections 
Automatic and manual 183,340 200,220 207,442 349,on 232,000 269,000 312,000 
ISO 182,040 t99,C20 235,529 301,552 230,863 267,801 301,649 
Digital 26,283 56,308 71,415 183,418 65,000 75,000 87,000 

Telephone stations 
Automatic and manual 383,116 407,697 4?C,567 423,332 473,00C 49,000 637,000 
Public call offices 5, 135 5,521 5,907 5,916 6,450 ,400 8,600 

St:1r1n·c·: Rcpuhh.- of Kcm·a. /)n-.·fof'mt71t /'l.m /W.J J1i<>n. 

Ranking and linanct' 

Th..: 1.kwlopm..:nl of 1h..: fi,1.rncial '.'>l'clor in K..:ny;1 h;1, gon..: 1hwugh 1wo Ji,1incl phas..:s. In 1hc 
po,1-in<l..:p..:n<l..:m:c y..:;1r' ol lh..: l'Hilb. 1h..:r..: w;1, a rapid mondi;ralion of lh..: ..:conomy. measured 
1-iy lh..: r;11io of 1h..: money 'upply lo { iDP. Al !he 'ame lime !here was abo a rise in linancial 
in1..:rme<li;1tion. me;1surnl Ii~. ;1 denea-.c in the prnpor:ion 11f !he money supply accoun1cd for hy 
curn:ncy emi"'i .. n-.. In !he 1'>711-. ;mJ l'l~b. a -.ig.1ificanl <li\ersilicalion of !he linancial syslem 
occurred. :--;111 only did the numhcr of c11mmercial hanks gn.w. thl'. number of aon-hank lin;mcial 
in-.1i1utions I ;\BFI) wse ;,nd hoth hanb and NBFb d..:\dop..:d extensi\e hranch networks. The 
ratio of hroad mon..:y to c;or stood ;11 _,7.S p.:r c..:nl in l'>~N. compan:d wi1h 50.7 per cenl and hO.h 
p..:r cenl in Zimhahwe and :\.fauririus rc,p.:cti\cly. 

Tahlt> 1.7. 

Kel"'ya 
Ghana 
Cote d' ivoi re 
Zimbabwe 
Mauritius 
Gcrm;iny CF~G) 
Unitt"d State~ 

Rl'1;1tin· linand;1l <kplh, 19>19 
( R;11io of hr11;1d mnney lo {;DP) 

37.8 
13.9 
3G.5 
50.7 
60.6 
64.3 
66.2 

Sotffi"t' lkl1~1rrc 11.1'.~Hl' .~ 'w·ll .. \1,1n.1,:.:.1·11h·111 ( 1•n'.ulr.1nr' J 1,1. //h· /..,_,.\,.,,~ .urd /11111,,- l111,11rt"1ng .\·,·,·dfo of r/r,· 

/11du.fT1,1t \,·, '''' 111 f.:nn,1. \f.1\. 1 1 1'>~ 

"'of mid- l1l'l\ Krn~.1\ linanri.al ... cl"!nr wr1'i-.1cd of !he C'e111r;1I Bank of Kcny;i, rc,p1msihlc for 
lhe \Uper\i ... i11n nf lhl' wmml·rrial h;lnkinc and financial 'eflor. ,., well,., 1hi.: nrnnlry\ monetary 
polil'y .. n wmmcrri;il h;111~ ... ( indulling 'n n;1l p;irlly or v. holly foreicn-ownnl ). live huildin.1.! 
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.,,i;:idic-._ lhc l\"I S:l\ings h:mk_ -t~ non-h:mk financial in-.liiuti1ms (including 1hrc.: rc-msurancc 
wmranic-.) :md :m acli\C -.111;.;k exchange. 

Kenya ha-. ru.xn1ly cnlcrc J a new pha-.:: of financial sccti•r dc\cl11pm.:nt prccipitat.:d by the natural 
!!fll\\th pn1':c-.-.. "" \\ell a.- a series of p:1 ... 1 abuses_ Financi:il intermediation thwug.h har.ks and 
nlln-hank fin:mci:1I in ... till!ti.ins is the w:1y an co•nomy· efficiently channel-. ils sa\ln!!s hl in\"cstmcnt. 
A majtir -.tudy 01nduct..:d hy th.: manag..:m..:nt Cllnsulting lirm Ddoinc Haskins & Sells and African 
Oc\-dnpmcnl and Ec11nllmic Cun-.uhanh Ltd. for the Kenya As..'\tl\:iation of '.\lanufacturcrs in 
1'1'12.s conclmkd th:1l the greatest 01n,..1r:1int f:tcin!! the fu1ure expansion and Je\"dopmcnt of 
Kcny:m indu .. try w:1-.. :1 bck of capital. Sc\l:ral -;uggc-.:ions fo1 rcf-irm of thc scctnr w::rc put forth 
a-. a w:iy I<• c:1 ... c .,,•mc of thal constraint. 

At thc -.amc lime th:11 I his 'tudy wa .. hcing. wnductcd and prcscntcd. thc stahility of the financial 
-.y-.km and !he :1bili1y of thc Ccntral B:mk to regulalc it ":i" called into qucstion. In 19SI>. the 
Banking Act w:i... pa-..~d wh:ch rnn .. olid:1tcd all existing hanking and finam:ial lcgislation and 
1igh1ened thc l"BK-... rcgubt<1ry :rn1h .. ri1y ,1\cr lhe -.cclor. In !'I'll. howc\·cr. a rc\·isi110 was madc 
lo the :tel 1h:1I :11ln\\c,l 1h..: mini,tcr ,,f lin:mcc to cxempl 1xrl:1;n h:mks from those c11n1rnls. By 
1'1'12. thi ... rc\ i ... i .. n \\ :" :1lrc:1dy re ... ult ing. in ... cri, •u-. pr .. blem-.. T \\11 111'::.il h:mk:. ( lhc T ra<le Bank 
and 1hc P.m .-\fric:tn B:mk I \\cre f, •recd in111 in,.1thcncy :ind ultim:.111.:ly to d,1sc duc to non­
pt:rf11rming l1•:11i.... Ex:11nir.11i11n 11( lhe b:mk..· portf,1lill-. rc\"e:1lcd an exlr..:mcly high lc\"cl of 
"poli1ic:11" knding.. The cri:.i'.\ Jeqx:ncd in l'l'l.\. whcn 1wo furlhcr h:mks (the Exch:mgc Bank and 
lhe P1•-.1h:mk l"r..:di1) c11ll:1p,..:d al"' du.: 111 irr..:!!ul:tr and highly political knding practices. 

r\ full :iud!t 11f the h:mkiug. -.eclor \\;1-. ordered (at the insi-.1ence of lhe IMF) and hcfore ii was 
••h:r 12 fin:mci:1l in-.1i1u1i,in ... w..:r..: li<1uid:i1ed and pl:tccd under lh.: rnn1n1I of the Deposit 
Prolcctilln Fund. The rcg.ub1ory pr:1cticc" 11f thc Cen:r:il Bank w::re :>lrenglhcncd. the Bank"s 
g.o\crn11r l.\;i, rcpl:Kcd :md the !'I'll rc\·i-.i.in II• lhc B:mking. Act w:i-. rept::1kd. 

Abo :1 ... p:1rl 11f lhc r,·f1•rm m..:;1-..ure ... :iimcd :11 limi1in!! ahu-.c~. 1he commercial h:mk c:.1-.h r;11i11 w:i ... 
r;1i-.cd from IS pcr ccnl It> 211 per ccnl ;ind ;1 rc-.cn·c ralio i, hcin!! pbced ( prn!!re-.-.iwly) on non­
h;mk fin;mri;1l in,I ii 111 j, '"'- '.\B FI... ;1(,11 arc hcing. -.1 r11ng.ly encour:1!!e<l 111 cil hcr comer! inlo h:mk-. 
11r merge \\ilh 11nc. In l:i.-i. l..:n :1pplicd l11r licen'e' lo 1.·11mcrt hul only four h:i<l d11ne "":ii miJ-
1'1'15. Twn 111h..:r in-.1i1u1i 0 1n-. h:1\c .:h1•,en 111 comer! 111 mnrlg.age lin:ince c1•mp:mie~. 

Rd11rm df11rh :1irn.:d ~11 in:r..:;i-.in!! !he efficiency 11f lhe financial 'Y'lcm :ind incre;1,c lhe c:1pital 
:1\:1ibhle 1111 ;1 l11nl.!cr lerm h;"i,'1 :11 ... 11 h:m.: i•een undcrlakcn in recenl yc:1r,. lnlcrc~-1 r:1:cs ha\"e 
hec·n c11mplc1cl~ lihc·r;1li1·:d. f11rcig.n cxch;mg.e re!!ub1i11n-. h;i\e hcen :1h11li .hcd. foreigner' h:i\"e 
been pcrmi11..:d lo horr11\\ l"c1lly :md !ht: ;1m11un! 11f im·e-.1mcn1 pcrmillcd hy f11reig.n ins1i1u1i11n, 
of lhc· '.\:iir11hi S111.:k i:,,h.in!!•." h;1, hn:n inrr1.·;"nl. A' of hnu;1ry l'N5. f11rcil.!n rc,idenh were 
pcrmillcd 111 purd1;1,,· up 111 ~II p~·r c1.·n1 11f 1hc -.h;1rc' pf ;1 llC\\ or ni .. ting. j,,uc. \\ilh :iny ,jn!!k 
imc,IPr ;1l11mc·J 111 purd1.1 ... , 2 .. ~ p1.·r n:nt. In June 1h1.·,c limih wnc r:1i ... ed fur1h~r lo -JO pi:r cenl 
:tnd 5 r·1·r (\."Ill re,p1.·1.·1i\c·h. 

Thc :";1iruhi S!1H_·k E\dunl.!c" ('.\SF);";" e ... 1ahli ... hcd in 1'15..i ;..., ;1 limi!1.·d liability company liceno;ed 
by lh..: C:1pi1;tl '.\Lir~,·h A111h11ri1y (C\I.-\ ). \\hich i' ch;1rl.!nl \\ilh ih mcr'ii.!hl. II j, one of lhe 
11ldc,1 1.·\d1.mg1.·, in Alri.-:1. Thc :"SE h;1, ;1 c1pi1:1lin1i11n 11\n ~ 15 hi Ilion :ind 1r;11fc., 1he ,h;1rcs 
of P\Cr 70 C•'fJ>.•r.1lit1n' ;i, \\.;II ;1, .1!11\..:rnn;..:111 .. ecuritio. In l1l'>..i. 'e\en 111.·w 'hare' wcrc 
r1.·~'.i,ll"rnl 1111 1h1.· l'\l·h;inl.!,. :tnd 1111,· in,ur;mrc romp;my 1k-rrci,11.·rnl. 

The("\(,\ j, n1rr,·n1ly f,.o~inl.! in111 1lw rr1.·:11i11n ol a ,,·rond lier mark..-! wi1h c;1 ... icr rcl.!i'lr;11i11n 
rc11uir1.·nll"nh. 11 i' h11p,·1• 1h;11 thi ... ni;irk..·1 \\1111ld "·n1.· ;1, ;1 .... ·url'l" nf \L·n1ur1.· r;1pi1al lo 'l:irl up 
h11-..inr-...c-.. 11!:11 d .. 11111 h.1\l· ;111 t»l.1hli,h,·d lr;11·k rn-.>rd. Tlw C"\IA. ln1'.l°lhn \\ith till" C'1.·111r.il 
B.mk of K1.·m,1. j, ·""' \\ .. rl.im'. 1111 1h,· pr11111Plit>11 11f .1 ,,·r11nd.1r\ n1;1!kt·1 in dd•t ..,.-,·11ritic' whid1 
\\• .,1ld ;•1111\\ l11r rhv dli\'i1.-r.1 \\11r~in1:·- 11f 11p1.·n m;irh·t 11prr;11i11n ... b~ !Ill" r 'BK :ind _l!r1.·;11ly np.rnd 
ih innuv11n· 1111 d, 11111·,1 j, liq11idi1:-. 

,\lrh .. tll!h frr.1,ur\ nnk' .111d hill, h,1\<" l>n:n i"u,·d lnr 'l"\~·ral ~l·;ir' 111,\\. 1h1.· Lirk of a working 
'I r"ml.1n 111.1rk,·1in1'.11\, 111111«111 ,1·ruri 1i1·-.. h." li111i1rd 1h1.· dkl"li\1.·11~" of 11p1.·n 111.1rkcl opnali1111,. 
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As a result. the l'BK still relics hea\·ily on ch;tngcs in the statulory ca,h ralio anJ the manipulation 
,lf 1hc rc-JisctlUnt ralt.: anJ creJil a\aibhk through owrnighl knJing facililics to pursue its 

mondary 1wlicy. 

Despite the trtluhks cxp..:ricm:ed by sc\cral banks and olhcr financial inslilulitms in !he 19'>2-1993 
period. !he linanci;1I scclor has seen sir.mg gnm1h and hc;1hhy profils. In l'l'l.J. Barclays Bar.k 
Kenya posleJ prc-l;1x c;1rnir.gs KSh.'3 hillitin. up 51 per ccnl 1wer 11N3. The Kenya Commercial 
Bank. the cnunlry\. brgcsl hank. increased iis prnlils .JS pa cent 1wcr 1993's k\·eI. reaching a pre­

lax figure of KSh2.X bi Iii. 1r1. 

TrJde and tourism 

Ken~·an 1t1urism. ccnlred arounJ i1s \·as! wildlife and hcau1iful coas1al resources. is also ils larges! 
producer of foreign excha.1gc \\ilh gwss rcn:ipls al S.J21 milli11n in 1')93. accounh for about 1-J per 
cenl of GDP and is a brge employer. In rcccnl years. howen:r. 1he number of tourisls 1t1 Kenya 
appears lo ha\·c peaked i'1 lhc 500.!lOO-WOJlllO range. In 1%.J. 1hc number 11f 1ouri:.ts Ill Kenya 

was h5.-toO. 

T11 encllur;1ge incre;1,;.:d J•:\eh•pmenl and gwwth of the sectnr. new initiati\·e., arc being made lo 
dcn:l1lp 1he high k\d eco-t11uri ... 1 m;irket and muhi-dc-.tination p;ick;1ge-.. One part tlfthis includes 
di ... cus ... i11n wi1h nci!,!hhouring -gam.:-\·iewing.· countries Ill case the rcg.ubtions regarding hordcr 
crns ... ing. ;1s well ;1s undcrl;1ke rcgi11n;1l efforts in wildlife m;mag.emcnt and p::olcclion. 

At the same tim.:. thl' lux.iry louri ... t market is being de\cloped ;md methods Ill accommodate and 
promote m;1ss 111urism arc to he explored. Kenya is ;,lso h11ping to develop ils domestic tourism 

through :-.uch df11rh a-. prti.n11tiPn of hudgct hotel facilities. 

In recent years. the t1111ri ... 111 ... .:ct"r has f:iccd lhc prohlcm of rcces ... ion in the dc\elnpcd m; rkcts 
from where it dr;1w., ii... 111uris1 .... ;1., well 1he Jiscnuragement 11f tra\cl to Kcny;1 Jue 111 dhnic strife 
in 11nc of lhc prime g.ame viewing reg.ion.... In the future. Kenya will also mccl stiff compc1i1ion 
for wildlife and hcach holiday touri ... 1 fnim S1111th Africa. which ctn abo 11ffcr a dcvclol'.:d 
infra ... tructure lo inkrnati1111al visitor-.. The problem nl wmpcting dcm;inds f1lr lim tcd land 
between 1he counlr)\ incn.:;"ed p1>pub1ion and f1w1d rcquiremcnls ;tnd its fllreign •xchangc 

gener;1ling w!ldlifc will aho he an is ... ue th;1t needs to be faced. 

111e dem;rnd structure of (;1)1> 

,.\ d11'C look al the ,1rurtu•e of Ken~;,·, rl';1l (j[)p in l'l)-12 prin:s shows relatively li11lc char.ge over 
1hc p;i...t 15 ~car-. in ii... wmponenh. Sim:c l'l:-ill. 1hc -.h;ire nf agriruhurc in (jl)p ha-. f;1llen 
m11<lcstly from .>ll3 per c.:nt IP ;111 cstim;1tnl 25 per cent in l'l'l..J. Building ;ind c11n,1ruc1ion has 
;ii"' dropped from .J.7 pL:r ("L'lll in 11> • .;o Ill 2 .. 'i pcr cent in l'l'l.t. Over the ,;1mc perirnl of lime 
m;inufarturing r11'e llllly ·' l:i.,;1pp .. i111ing 11.h pL'rrenl;igc pPinh fr11111 L' ri:r renl in l'lSO In U.h per 
n:nl in l'l'l..J ;ind 111uri-.111-reb1,·d ,,·nirL·'· mmmg al.'li\it\. ek.-1riril~ g,·ncrati1in ;ind fi-.hing 

art i\i; il', h;1\e ;111 rem;iinnl n 111'1 ;1111. 

Th,· gro\\lh "'d11r' {;ilh,·i1 111111k,1 grP\\lh) h;1\e hccn in linanri;1l and hu,inc" and olhcr scrvirc .. 
Fin;inrial '..:nire' (inrludtnl! re;1I e,1;1le. i1i-11r.11Kc and olher h11,in1:'' sen ires) has jumped from 
ju'I h .. 1 per n'nl of (j()J' in l'lSO lo 1l.l1 per cenl in 111'>.J. 01h..:r services rose fr11m 2.1 pn cent 
in !'ISO to .1.-J llL'r rcnl in l'l'l.t. The owner,hip nf dwelling ... also rPsc modestly ll\cr the pcri1>d 

frt .m ..J.h per r•nl in l1>Sll lo 5.-J r•cr rent in l'>'l.J. 

On thl· expL·nditurL· ,ilk. rmh11mpti11n h.1' rem;iinnl )ol~.x:' per rent ,irKe the L·;1rl~ 1•1xo,. Th1: 
priv;1fl' ,n·t11r l'lllllJltlllClll 11r (llll'lll11pli111l grL'\\ '1~·;1dily in thL· l'ISIJ-. ri,jn).'. rrtllll j11't 0\L'r (~) pL·r 
rcnl of 1t11;il rnn,11mpli11n in l'IS.\. In ;1 I''"'" rw;ir "·'-' per roil in 1•1:-:•>. 1'1i\,1tc ron·.umption 
droppL·d "' t111.al l'Pl1'111111'''"n kll. In j1i-I P\l'r h~ pL·r l'L'lll in l'l'I.'. l'ri\;1t,· 'L'd11r grn''.' r;1pi1al 

f11rni;1li1111 r11": ,IJ;1rph th.11 \\'.Ir. 
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Cirnss im·cstmcnt h;i-. also rcm;iincd a fairly sti.:ady IS-21 p..:r ccnt of CiDP owr thc ll/Slls. hut 
dropp..:d dram;1tically in thc l'l'>lls h• ;1 k\d l>f just ll\"..:r U pcr ccnt in 1'>'>3 (in rnrrcnt tams this 
shar.: drnpp..:d fwm dnsl.. to 12 p..:r c..:nl in thc cul~ l'lSlls 1t1 just 105 p..:r ccnl in !•N-t)_ Thc 
pri\·atc scctor sharc in gr.iss fixcd capit;1l f1•rmation ch;mgd link <luring thc l'>:-:tls. hut drnppt:d 
to 511.S p..:r n:nt in l'l<lil. fwm iis J'J:.;;: kv.:l nf 57.15 p..:r c..:nt. Since then. however. ii has climhcd 
hack !o a k\d ,,f t.03..'\ pcr ccnt in l'l'l.'. 

Domestic sa\·ings colbpsed in the latc l'l:-\tls. dropping frllm o\"er 18 per cent in 1983. Ill just under 
15 per cent in 1'>87 and 135 per cent in l'IS'l. In the l')'J')s. the rate recovered somewhat, hut has 
hcen \"Olatik. lmcstment has continucd "'outstrip uomestic Sa\ings and Kenya h;1s rciied hca\ily 
on outside aid ;111d io;m funds for financing. 

External tr.ade ;md pa~ments 

As noted earlicr. Kcnya·s primary cx(l\1rts arc agricu:tural goods and agw-in<lustry hased goods. 
In l'l'H. food and lin: anim;1l cxpmts ;1ccou11tcd fnr 85 per ccnt of total cxports. while hcveragcs 
(including collcc and tca) madc up -1.1.2 pcr ccnt (scc Tahk LS). Collce alone acwunted for 1-1.9 
per cent of exports. and 1t·;1 madc up 25.-1 pcr ccnt of the total. Horticultural goods accoumed for 
a furthcr 10.h pcr n:nt. 

Table l.Jt \"alue or me1-chandise exports. 19XJ-199."\, selected yea1 ; 
( '.\lillion KSh) 

Domestic exports 

Food and live animals 
Maize, unmillcd 
Pineapples, canned 

Beverages and tobacco 
~offee, unroasted 
Tea 

Crude materials, inedibl~ (excluding fuels) 
Sisal fibre and tow 

Mineral fuels 

Animal and vegetable oil~ and fats 

Chemicals 

Manufactured good~a/ 
Cement 

Machinery a~rl transport equipment 

Total domr.stic export~ 
Non-oil cxpo;t~ 

Hort icul turc 

Re-exports 
Food (excluding m.1nuf.1r(.;redl 
Machi ncry and tr an-..ror t cqu 1 pmcnt 

1983 

85.2 
12.2 
20.9 

286.5 
160.1 
123.4 

48.2 
12. 1 

134.5 

D.9 

27.5 

47.7 
21.8 

2.5 

D.2 

633.1 
498.6 

17. 5 

19.1 
... 8 
p,_3 

652.2 

1989 

136.0 
15.6 
37. 1 

482.9 
203.8 
271.9 

90.7 
16.3 

118.6 

2.3 

58.3 

101.8 
11.0 

9.3 

0. 1 

999.9 
881.2 
112. 1 

19.9 
0.6 

12 .7 

1,019.8 

1993 

315.7 
C.3 

96.8 

1,588.9 
551.5 
993.7 

329.3 
35.9 

369.0 

17.9 

162.5 

533.6 
65.D 

27.0 

281.4 

3,625.2 
3,256.2 

390.2 

53.0 
1.3 

29.6 

3,678.3 
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Mineral fud!> accounted for Ill per cent of exports and manufactured goods (excluding fuel. food 
proc~·ssing. and machinery and transport equipment) were: 1> per cent of total eX(Xlrts. 

Imports arc dominated hy mineral fuels ;1t 25 per c.:nt in 199.\. and machinery and transrxm 
t•quipmcnt at 2."\ per crnt (sec Table l.1>). Chemicals accounted for 19.7 per cent of imJXlrts. and 
manufactur.:d goods (excluding processed food :md chemical!>) wa,; 1-'.h per cent. A full 23 per 
cent of all imp1lrls in !')IH wen: capital g11ods. 

Table 1.9. \"alue or men:handise imports, 191l'-199J, selected yea.-s 
(Mill ion KSh) 

Food and live animals 
Beverages and tobacco 
Crude materials, inedible <excluding fuel~) 
Mineral fuels 
Animal and vegetable oils ~nd fats 
Chemicals 
Manufactured goodsa/ 
Machinery and transport equipment 
Miscellaneous manufactured articles 
Other miscellaneous imports 

Total ill'4>0rts, cit 
Non·oi l imports 

1983 

38.2 
2.1 

26.3 
333.5 
45.9 

126.6 
103.8 
204.4 
24.7 

905.6 
572.1 

1989 

74.0 
5.4 

59.3 
355.4 
71.2 

353.5 
351.6 
879.9 

83.5 
5.3 

2,239.0 
1,883.6 

1993 

286.6 
28.1 

147.8 
1,275.8 

190.8 
994.1 
736.0 

1, 167.4 
215.4 

14.5 

5,056.4 
3,780.6 

Rcgion;1( trad..: i~ cxtrcmdv impnrlant !\! Kcnya. with Afric1 accounting for ~.:'iX per cent of ;111 
its expmls in 1°1'1"\ (~t:t: T-1hl1: I.IO). l!g;1mb is its !>ingk biggest export market. laking 12.7 per 
ct:nt of lnl;1I l'J33 oports. Thc Unitnl Repuhlic of Tan1ania follows as the second largest of the 
African-hasnl 111;1rkch ahsorhing 111.<i pt:r cent of exports. 

The Europt:an l r r.ion (Eli) is lhe st:rnnd brl!eSI markcl for Kenyan exports ;11 ~ l.X." per cent of 
lol;il cxports in l'N.t \\ i.hin 1he El I. the l 1nited Kingdom is the mmt important singlc n1arlo.et 
alN1rhing 1151> per n:nl of total c.xpnrls in l'NJ and i'. in foci. Kenya's second largest export 
market in the world. Thl· l r ni1ed Kinf!dorn i' follnw..:d hy < iermany which accounlcd for 7.77 per 
rent ol l'N.\ expo~h. 

The Far E;1,1 and r\lh!ral;a IP)!clhcr make up 11..\1 pcr eeni of Kenya\ tolal cxport markel. The 
linired S1;1tes arr1111n1cd f11r only ."\A pcr rcnl of lotal 1'1''3 L·xporh. 

In lcrm\ of impnrh, the hiropc;in llni1111 i' lhe lar)!e\I marl..:t pro\iding .lll> pcr renl of all l'N.\ 
imporh. The l 'ni1,:d Ki111.:d11111 w;1·, tlK· ~in)!lc br!!e~t ~ourc..: for imporh ;1t U.17 per renl. while 
Cicrmany pr11vi1kd l>.2 pcr rnll. Tol;1l ,\fri.:;in·!>Ollrccd import\ were only U.7 pcr cenl in l'N.\. 
wi1h lhe l fnii1.:d Re 11hlir 11f Tan1;:nia a' 1hc prim;1ry Afriran market al fl.'> per cenl. 

lrnporls from lhl· \liddlc L1~t. Lirl!dy nude oil. arn11m1nl for l.'i per rrnl of !he tolal. while 
imporh fr11rn llK· Lir l-:.1 .1 ;111d 1\lhlr.tli.1 wnL· 2-IA pcr cent. Japan j, lht: br)!l"'I Far E;1,lern 
imporl '"llfl~·. pr••\idine .~.Ii pn l"l"ll! 11f !oLil 1'1'1."\ irnporh. 

Air h1111,:h I h1.· r.111.1'.1.· , ,r K1.·11, .111 np11rh j, r1.·l.11 i\ ,·ly \\i1k. ! Ill" hl-.1\ y dq1l·ndnirc on tL·a and roffet· 
rrr.1ll"' ;1 \·;1ri.1hk ;ir1d 11111.·n 1111n1111r11ll.1hk lradc h;1l.1nrr ·,i111ati1111. l>dirih. hnv.e\\·r, while 
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var~ing in ma!!nirudc. arL thl· norm. Since 1972. the price of Kenya's primary export products. 
coffee. lea. pctru!..:um products and h11rticuhur;1I goods. haw risen dramatically. Al the same time. 
howen:r. the prin: 1•f its imports ha\·c als11 gone up even more suhstantially. The terms of trade 
haw 1.kdine<l fnim a figure • .• f 15.\ in 1')72111 a low of 71.0 in 1990 ( 19S2= lllO) llm:1ua1ing v.i<lcly 
in hctween. In l'l<l.t. 1hc terms llf lrallc were in Kenya·s fa\"nur for the first time since l'>St• al IOI 
(sec Table I.! I). 

Table l.IO. Direction of tr.tde, 199.~ and 1994 
(Million KSh) 

l~rts 
Country 1993 1994 

European Union 1,746.5 1,936.4 
of which: 
United Kingdom 602.4 757.6 
Germany ~61.5 357.6 

Middle East 1, 152.0 885.8 
of which: 
United Arab Erni rates 7'59. 1 643.6 

Far East and Australia 9~9.0 1,393.5 
of which: 
Japan 31!3.0 496.8 
India 136.5 217.1 
Australia 12.£ 17.3 

Africa 12i.6 790.9 
Of which: 
United Rep. T'lnzania 24.4 54.5 
Uganda 16.0 9.3 
Zambia 17.6 7. 1 

United Statc:-s 293.4 381.6 

S1111rc:c Rcpuhlil· 1)f J\c1n;1. ( ·rntr.!f Burc.rn 111 SLtlr~11..:' 

Country 

European Union 
of which: 

United Kir:;dom 
Germany 
Netherlands 

Africa 
of which: 
United Rep. Tanzania 
Uganda 
Zant>ia 

Far East and Australia 
of which: 
Japan 
India 
Australia 
Middle East 

United States 

Tahle I.I I. Ken~·a krm~ of tr;ult'. llJi:?-1994, ~elt·l·h'd ~t'<•r~ 

1972 1932 1985 1986 1988 1989 1990 1991 

All 
i terns 153.0 100.0 91.6 103.4 88.4 78.8 71.0 81.5 

Non·oi l 
i terns 100.0 87.3 9:LO ?8.9 69.5 62.0 71.4 70.8 

-------· 
\111Jl1 ,., Hr ruhhr <>I l\n" , ( t.:nlr.il Hurr.ui 111 ~l.1f1,11r~ 

·---· 

Exports 
1993 1994 

1,320.2 1,365 .5 

590.2 496.6 
267.8 332.7 
145.7 182.0 

1,274.5 1,909.1 

270.'.; 454.8 
326.0 544.3 

8.5 8.9 
446.9 407.2 

33.4 33.3 
29.6 25.7 
12.8 16.2 

105.0 74.3 

137.2 146.8 

1992 1993 1994 

9.5 88.3 101.0 

79. 1 91.0 

On !he olhcr h;rnd.1hc r11un1ry ha, run a 'urp(u, 1111 'enin·, nny y,·;ir 'inn· 1•1s•1 dtll' lo ih br,ee 
l1111ri'm "·rlnr. ~t:I 1r;111'frr, al'.11 .,h11\\ ;1 regubr ~.urplu, due lo llK· l"Xll"n,inn nf ;1id hy dm111r 
rmmlril·'· 1\nd in 1°1'1.\ ;111d 1'>'1-l. lh» rnrrn11 arrnunl \\;" in mode'' .·.urphh (Wl' Srl"linn :\ 
ah11\r ). 

On ch,· rapiL1I ;1n·11\1111. ch,· inl11l\\ 111 dir1.d im,·,1111r111 h,1, h,·01 nlr1:mdy di,;1ppnin1inµ ;ind lhl' 
rnunlry ha, h;11I In r,·h h,· ,,j(~ nn ;1id fl,,,,, and loan' 111 n1\,·r ih 1radi1i11nal lr.11k i111h;il;inrl'' ;ind 
f11r,·icn nrh.llH.'.l' rrquiri·mrnh. ~l'W ini1i.11i,,·, 111 prnnwll' f11r,·i,en inH·,1mn11. hnlh 'lralc.cir ;ind 
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pnrtfnlio. ha\"l: bcrn pul in pbcc anJ ii is h11pi.:J that hy n.:xt year these lfows will Ix· on the rise 
(si.:.: S.:cti1m D hd11w). 

The ahovc silUation has resulti.:d ~n the expected lan!e amount of foreign Jehl. $t1.'l billion in 19'l_, 
according lo the \\'11rlJ Bank.10/ or 135 per cent ~of GNP. and a dt.·ht senice ratio of 2..~ per 
cent. The amuunl 11f external deht has stayed rdali\-c.:ly rnnslanl since 1990 as the portion of 
concessionary loans has increased. Ki.:nya has m;wr unJntaken a rescheduling of its dcht. 
ah hough it <lid ri.:ci.:i,·i.: a series of Jehl for!!i'em:ss between 1'>St1 and 1992 totalling of S<i23 million. 
interest forgiveness 11f $th million in l'>~N and t•r>O. and recently negotiated a r.:scheduling of its 
interest in arrears. 
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c. POLICY EN\'IRONl\1E~T 

Macroeconomic reform polides 

As was noted in Seclinn A. the main thrust of Kenyan econnmic policy in the past kw years has 
been the reform of the entire economic system and especially the reduction in the direct role of 
government in the ernnomy in farnur of the private sector. These reforms. it is hoped. \\ill re­
establish economic stahility, and then accelerate and sustain development. In the immediate term. 
it is hoped that thl'y will result in renewed husinc . .;s conlidencc, both by domestic invcstors and 
potential internati,,nal inve,;tors. 

Ultimately, Kcnya would like lo adopt the "Asian Tiger" model of thc Republic of Korea, Taiwan 
PrO\ince of China. Hong Kong and Singapore. It was with this model in mind that S.:ssional Poper 
No. I of 19<).I on Rccm'Cf)' and Sustai11ahlc Dc1·elopme111 to tht· Year 2010 slated the government's 
cndeavour 1 I/ lo follow a strict macroeconomic management \\ith tight control of budget deficits. 
the money supply and inllition; establish an outward orientation which docs not overvalue the 
shilling but allows rcady aece~s to foreign cxchange; establish trade policics which fostcr an export 
hias and stimula1c private foreign investment; develop the country's human resources through 
education and I raining; li'lcralize the lahour market to increase lahour mohility; and especially to 
rely on Che "private sector to d..:tcrmine industrial expansion". 

Bcginning as early as J1>Sl1. with the puhlication of Scssimwl Paper No. I of !hat year, it has been 
the goal of gon:rnment In create an "cnahling emirnnmcnl" in which devclopmcnl would flourish, 
with a signilicantly reduced role of governmcnt in the economy. Since l'JH6, and especially in the 
last few years, a gr..:al deal of prngrl·ss has hl.'en made in this din:ccion. The trade rcgimc has 
hccn liheralited. forcign cxchange regulatinr.s have been aholished and the shilling floated, reform 
of th..: linancial sector has hegun. the hudgel <lelicit as a per cent of GDP has hecn sla!.hcd, and 
thc rationalizati,m of the ci,·il service and privatization and/or restructuring of the many statc­
owne<l cnlerpriscs has he1.:n started. Mo\es hav..: also heen madc to case the regulations and limits 
on forl.'ign investment. anJ in fact to cncnurage such inveslml·nl. 

As wcll as policics dircclcd specilically at i.:conomic factors. a iarge par! of Kenya\ recent efforts 
focus on thc nced to rcslllll' political stability and wnfidencc at home, and international crcdihility. 
After :\tl yi.:ars of political stahiliry. in thc past fnur years the country has hem plagucd with clhnic 
strifc, often 11f a \.,:ry \iok nr nature. In Ses.'lio11af Paper So. I of 199.J 011 Ram-cry a11d Su.1tai11ahlc 
Dn·d11p111c11t 111 ;he Year 2 Jiii. th..: gmo.:rnm..:nt acknowblgcd thc ncc<l to address lhe political 
problems facing Kcnya arH~ pkdgcd lo crcah: a 'tolerant socil.'ty in which all Kenyans, regardless 
of !heir clhr.ic hackgrou.1d. coh1ur ;ind crl.'ed arc frce to practice and profess their customs, 
c:uhun.:s and rcligious hcli..:b". Tn achi1.:w !his. the governmcnt pledged to put the following 
institutional fr:1mework iaro place: 11

/ 

cnc11ur;1gi11g, throui;h comlirutional rcform. the dcvclnpmenl of a polirical ... ystem hased 
i.n demorr;1tic principles of openness, rolcrance, frl.'ednm of cxprcssion, associalion and 
choin:. and ihe enjoyment of frec<lorns i.:nshrined in the C11nsti1111ion; 

cnsuring lhl.' locnefits nf tkn:lopmL'n! :tr·; equitahlv di.,trihutcd among individual." and 
across rhe countr:·. Ci1i11:1i;, will hr 11lkri.:d cqual opportunities in the crnnomic sphere 
and in arn:;.s IP bask wdfore pr11\ j-,illn>; anti 

m;1intaining gpqd r:o.:il!hhourlinc>s, fricndly inh.: rnat ion al rclat ion:, anti region.ti rnoj"lcrat ion 
hy honouring ;ind n::-.po.:rtinf! intcrnarional treatie, and la\.\~. 

l-'i!o>l'ltl polky 

Thc ky )!.ll:tl nl K,·nyan fh(·;il Jllllicy r..:m;1im rhc n:ducti1111 of the hutly.1:1 ddirit. D..:-.pitc dforh 
to imprP\e fl'\l'flll\.'. l!•·nn:ilinn and (1111(r.il n1ll'nditurt·, in rer,·nr y,·;ir .... th1: dcfirir continued IP 
hL' high a' a JK'rcl.'n!agt· :1f (il>I' in fj,(;il 111•12/•n and 1•1•>.l/1>.t al 7 and 7.1 pn Cl'nl rc;.pectivdy. 
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Projcctions f1>r l'Jtl-t/•15_ h1>\\0.:\..:r. :in: f,,r 2.'l ri...·r cent nf <iDP. a., rd1•rm ..:fforis hcgan to takc 
dfect. 

The main thrust of policy has hcen 10 improve the g.:neration of stale revenue through increased 
1axa1ion and more cfficicnt collection and to decrease expendi!ures throui;h the: priori1ization of 
cxpenditun:s and through ci,il service reform. From the )')92/93 financial year lo 199..i/95, current 
revenue rose hy S2.S p..:r cent. Unfortunately. current cxpenditure was also up hy 703 per ccnt. 

The healthy gain in ren:nu::s may he anrihuted 10 :;e,·eral factors including: 13i 

impnwcd cnlleclion of income lax. and cusl11ms and cxcisc Julies: 
collection of lax arrears frnm par:1statals: 
higher ext..:rnal gra:tts: 
imposilion nf a 10 p..:r cent wi1hhlllding lax on Treasury hills: 
in1roducti1in of road maintcnance levy fund-;; 
introductinn of lJ ansi! 1011 lev1c.:s: 
1:xpansilln of ,·ah1e-added-1ax (\'AT) to nwer !he sen ice sector: 
incrcase of \'AT and dutic.:s of petroleum and petroleum produc!S; 
lempor;1ry imposition of a 25 pi.:r cent duty on ail imports (rqx:alc.:d in September l'r>-i): 
and 
high t;1x c11lkc1ion from financial in .. titulions as a result of strong prulic p..:rformance. 

lnflalion 1wcr che period l·1mlrihu1..:d 111 h111h incre;1.,ed re,c.:nu..:s and exp..:nditure ... Other factors 
increasing expc.:nditure .. \\!.'.re: 

incrc.:ased allocati1in of food rclid and waler supplies co drought-alfrcted areas; 
increased sccurity 1:xpcnditurcs in chc north and north-easlcrn parls of lhc country and 
an:as afkcted hy 'lhnic clashcs: 
inm:ascd cxpcndi1urc on <lcvdopmcnl projects: 
salary increases f:1r civil scr\·ants. tcachers. dnctors and memhcrs of P;1rliament; and 
rcpaymenl of dnmestic inlcrcsl charges on high-yiclding Treasury hills. 

Incrca.~ed tax compliance and colkc1i1m remain the aim of lhe go\'ernment. and Parliament 
reccntly passed lhc Kcny;1 Rcwnue Aulhorily Acl (KRAA) bringing the collcclion of 1hc major 
laxes under one.: administra1ion. Th..: r\cl al"o pnwidcd fm 1h1.: cmploymcnl of ;1 high-powered 
staff in ordcr In reduce la.x e\a-.ion. 

On 1hc cxpcmliturc -.idc. progrc.,s is continuing in rcducing cxpcmliture on recurring items and 
policy rcm;1ins 111 rnnccnt ralc 75 pcr ccnl of total Jewlopmcnl expenditure low;ird "corc" projects 
and ensun: thcir fundin)!. while ;1t lhc ~;1mc time holding expl·nditure constant as ;1 per ccnl of 
(iOP. A full liO pcr ccr.1 11f rcrnrrin)! rnsls in lhe Kenyan l'l'>.i/•J.'\ hudgd wcrc civil service 
salaries. A plan 111 rc.:Jucc 1hc si1c of the civil service and increase ils efriciency has hccn in place 
for one ycar now. In fad. in l'N.i thcrc w;" no incrcase in governmcnt cmploymcnl. 

This rationali1alilln of !ht' civil service is Ill he completed in lhrcc slagc.\ by 1hc cnd of lhe decade. 
The lirsl sl;1)!C (rurrcnlly ir ih sel'ond ~c;ir and cxpcctcd lo la .. 1 until mid- l 1J'>7) focuscs on cosl 
('onlainnh:nl through llll' r1 duel ion in the number of slaff. The rcduc1i1m of slaff by .i.l.(,IMKJ is lo 
take place lhrouµh a11ri1i11n an1l carly rclirt:lilenl incenliws. indmling rel raining. Thc second stagc 
of lhc rali11nali1a1i11n will place emph;i .. i, on pcrform;tncc impro\'cmcnl and 1hc development of 
grealcr policy ;in;ily1ic1I c1pahili1y. Thc 1hird s1;1gc will f11cu~ on lhe in1roduclion of widespread 
and df.:clivc financi;il ;in.l m;inaµcmcnl d..:kµa1ion. 

The rcform, in 1hc way of rc.,lnirlurinµ and privati1a1ion, of lhe parastalal .. is also being 
undcrlakrn lo 11111 only incrca'e lhc dliril·ncy of these cnlnpriscs and homt lhc privale scclor, 
hut lo dl:crca'c lhr drain lhi:y lwvc on 1hc reso::rccs of lhc gowrnmcnl. A full dcsniplion of 
lhcsc poliril·, j, givcn in Sl·crion D helm\. 

l\kdium- and ltlll)!·ll'flll I iv: al pnliry µo;d-, haw hrcn ,1;11nl "' foll•.J\\Y I I/ 
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lhe halanl·in_!! of lt.e huJ_!!el (induJing granh). wilh net repaymenb ,if puhlic Jomeslic 
Jehl: 
the :-.tahilil';11i1>n of currenl re\enue al 1he 2-J j>t:r cenl ,,f C iDP kvd. The h;1.;e of taxation 
is t•l bc hniaJi..:n.:J anJ the c11lkcti1m impr11\cJ 111 allow for a progrcss:vc reduction in 
rali.:s. whik maintaining: m·cral! re\·cnuc targets: 
g:ovcrnmenl i.:xpenJitun: is to bc restricted to bctwccn 2-J and ~ per cent of GDP: 
hudg:i.:t rationalil'alion mcasun.:s will aim at ma.~mizing the producti\ity of g:o;;crnmcnt 
i.:xpendit ures: 

ohjccti\·c technical and economic criteria will bc applied to project sdcl1ion. and priority 
will bc g:i\en hl projecls in th..: ari.:a.'> of hi.:alth. education. infrastructurc and thc 
emironmcnt: and 
the prc:-.cnt system of monitoring. thc budget anJ controlling cxpemlitures \\lit bc 
stn:nglh::ncd in orJcr to ensure lhc full compliance hy gmi:rnmcnt officials of fiscal 
,1hjccli\._S and targets. 

In the most recent yi.:ars (since J')')2). the goals of monetary policy in Kenya have bcen to restore 
monetary discipline.: to th:: system. just as those nf fiscal Jll•licy ha\·c bcen to restore fiscal disciple. 
As noted in Section A. pn•gr..:ss has bccn made on this front. After a serious lapse in restraint 
in the ekction y..:;ir ;1N2. th..: Centr:1I Bank has relUrncd II• a tight stance anJ the growth of the 
money supply has slnw..:J significantly. In 1he J')')..J/95 yc;ir. the av..:rage monthly rate of g:nmth 
in the money supply slowed lo ju-.1 over 211 per ccnt. Jown from l'>'n/•)..J\ rate of 1wer 30 per cent. 

lnllation. which peaked at ;m annuali1eJ r;1tc of 11111 per cent in June l'>'H. was down to an 
average annual r;11e of S.? per cent in \fay 1'>'>5. anJ a three-month annualized r;ile of just ..J.::'. 
per ci.:nt. Tre;1sury hill r;.tc:-. dn•ppeJ fnim a high of XO per ci.:nt in June 1'>'>.l to l..J.58 per cent 
in May J•)'>5. 

The rnl;1tility of the shilling mi.:r th..: p;1sl 1wo years (~cc foreign exchange policy hclow) has had 
a somewhat dt:slahili1ing dkcl on monetary policy. Despite inlervention hy the Cenlral Bank to 
correct wh;1t ii wnsiJereJ an overv;1luation of the unit in Octohcr l'>'J..J (lhe shilling had 
appreciati.:J suhs1;m1ially in the prior four mon:hs to a rate of K:'\h..J23:SI from a rate of 
Ksh5<1.2:$1 in June 11f !hat year). sp<:cul;1li1m conrinucJ with 1he markel hclieving: that the unit was 
... till o\'ervalueJ anJ further Cenlral Bank aclinn would bc forthcomin!!. The re.;ult w;1s suhstantial 
net redcmplion of Trea.,ury hills anJ brge jump in the money supply. Oe.,pite the set hack. policy 
rem;1im:J steady in -.uhsequ..:nt monrh' and money gmw1h was cl!rl;1ilcJ. In tht: futuri.:. the CBK 
aims lo conlain lhe grm\1h nf liquidiry In a rare consistenl with target rate., of (iDP growth. while 
mainraining po ... ili\'e r..:al irtere-.t rare .... 

In irs efforls to mainrain monetary discipline, the Central Bank is striving to increase the range 
of tools availahlc for lhc,.e efforrs anJ thus it., overall effecl ivcnl·ss. Budget deficits in Kenya were 
traJi:ionally financed direcriy rhrough merdrafts at the CBK. In recenl years. howi.:vcr, several 
new method ... ha\'..: hecn Je\'clopl·d. Tn:asury hills anJ nolt:s wirh \arying maluritics have heen 
inrroduccd and senmdary markers in thc ... c in ... 1rnmcnls cncouragcd. In addilion. inrere ... t ratcs 
have hecn fully lihcr.1lil'nl gi\'ing lhe CflK a far more ""('hi ... 1ica1eJ mean-. to conduct policy. 
Through its open markcr 11pera1i11ns. thc CflK may now finance the hudgc1 deficit wi1hou1 
neces ... arily rai,inl.! I he: nwncy -.upply. 

Such Ppcn rnarkl·t 11pera1i1111' in Kenya. ho\\c\er. ari; limired in thcir effel'li\'ene". To Jalc. rhe 
\el'ondary marker iii Tre;a-11ry in,lruml·nh j, 1101 large ;111d rhu' !rans;Kli11n' l'hanging the rares of 
intere ... 1 on Trea ... ury 'en.ritie ... do nor imml·di;11dy. or cflicil·nrly. lran,Ltri.: inlo changes in rhe 
sa\'inJ.!" and li.:nding r;1fl:,. of commerrial hanh. In order to expand rhe market and lhu ... make ir 
mon.: effrcrive, the ('BK b now running a l·ampaign aimed al indi\'idual ime ... 111r-. 111 encourage 
!heir parricipalion in Trc;·,ury scrnrilic .... i' lowcring thc dcnomin;11ion 11f the 'ernri1i1·., o,· offer 
and ha., appoinrcd !ht: c11:nmcrcial hank, a ... a!!rnrs for rhc q(c of Tn.:a ... ury ... crnrilil·'· There j., 

al'o a pu ... h on 111 expand rt.l· lrading 11f Tr• ·1,11ry in,lrumn1" on lhl· :'\;1irohi S!nrk l'.'il'hangc. 
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With upcn m;1rkl·1 llpcrati,,ns still limilo.:J. th.: CBK continu.:s hl rdy on changes in the slalutory 
cash rati,, anJ 11nnipula1i,in ,,f th.: re-Ji_-.c,iunt rate a\·aibhk thwugh lWernighl lending facilities 
lo carry nu! ib policies. 

Pri~ poliq 

O\"cr the pa.'! so.:,·eral y.:ars price liht:rali1:!liun ha..-; ht:cn und;;r way and "'ilh the 1krcgufa1ion of 
the oil indu..;try in th.: fol: in i'Jl>-t, the la..;! price control-. in Kenya 1o1;ere rem.wed. After decades 
,-•. dahorate price supptir!s :ind controls run h~· the \·arious ministries. the marker is now the 
dclermirer of Kenyan prices. Compctili.in. holh U1tanes1ic and in1crna1ional a.-; Oi result of imporl 
liht:rali1ation. was 10 ch.:a.:k price incre;1scs. In some cases. howc\cr. the do.:.:on1r,ll has resulted 
in sharp jumps in lhe prices of hasic commodilics an~"\\·ay. 

Concern ,wcr this situation h:is led to a m.we lo strenglhen th.: Reslrictive Trade Praclices. 
Monoptilies and Prico.: Conlrol Act ( R!\IPCA) which wa.-; p3..'>.\ed in 19&~ as a safo.:guard against 
ahuse ro.:suhing fr1im dewnlrol. The Acl cstalilished a l\for.optilies and Pric.: Commissioner 10 
im·estigalc alleged abuse.- and a dep;irlmenl al the Trea.,ury under the cont ml of the l\finislcr of 
Finance. 11 also prll\iJo.::. f1ir an inJqx:ndenl and appdble Restricti\"e Trade Practice Trihunal. 
The commis..;iono.:r im·estigales alleged abuse~ and 1h..:n rept•rls c.i !he mini,,lo..:r of financ..: who has 
the aulhurity lo i,.su..: an order n.:quiring 1h..: rcsptinsihk parti..:s lo dr.:sist and compcn.-;alc th.: 
injured pani.:s (wmpc1i111rs and cu-.himer~). The accused party has the righl of appeal. If the 
order is ignllred. the c11mmissi1mcr c;m a"k fnr prosecution. By the end of 111'>.t. onl~ .t.t cases had 
come h..·fore the lrinun;1l. and of 1h:t1 nnh ''no.: minislerial order was is..;ued and univ 1me case e\"er 
wrnl hcfor..: the High Coun} 5· - -

Trnd~ policy 

In ren:nl ye;1rs ii h;1-. h..:nim.: .;\·id.:nl In Kr.:ny:m economic authoriti.:s 1h:11 lh1.: most imptirlanl 
deh.:rminanl in lhe ;.:,iun!ry·s ;1hility to med iis gn11.\lh and de\·dnpmenl targets is the extent lo 
which ii can cxptirl 111 wi>rld markeis. 1'"" The promolinn of lra<le. and r.:xptirls in p;1rticular. h:b 
ht:cn cc.:nlral lo Keny;m lihcr;1li1ati1lfl and rdorm policy for many ~c.:ars. 

Beginnir.g as c:1rly as 1 1 >~1 •. with the puhli(·;11ion of Scs:;im111/ Pupa :\'o. I of /1)86. ii ht:came ptilicy 
to crl::1lc an r.:xporl hia.-. !n 1h..: economy. As nol.:d in Section A ahovc.:. this was a change from 
e;1rli..:r policy which ;1imc.:ll al lhe dc.:vel.•pmcnt of imporl suhslilution industries. In order lo 
d.:vdop nport induslrie~ .. ii w;1s import;inl lo e;1sc.: rc.:slricrions on lhc.: impt1r1a1ion of critical 
machinery and c;1pi1;1l .:q11ipm.:n1 as wdl ;1s olhcr inputs. Thus. t;1riff ra1ionali1;11ion was umkr 
laken and hy 1'1'}_"\. !:nporl lihc.:r;:li1ation was virtually complcle with th.: aholi1inn of ;1lmosl all 
imporl r.:slriclinns. 1 ': 

t\s ;1 first mon.:. quanlilal1\1· res1ric1ions (q111ila') were.: r..:pbcnl wirh a 1;1rill ... y-.1.:m. Second. 1h;11 
systi.:m wa ... r;1li11nali;ed ;1r<l th.: ralo reduced dram;1lically. For ..:x;1mpk. in l'IS7. 12.t import 
il.:ms \\..:re ... uhjn·t lo 1;11itl ... of llMl per cent 11r m11r..: ;in•J a fur1hc.:r 11~1 ii.:m ... carried d111ic.:s nf Xll­

'l'l pi.:r cenl. Excl·s ... i\c.:l\ hiµh rales h;1\c.: h1.·l·n r..:mnn:d. and 1hc.: ;i\·eraµc.: 1;1riff rale i ... now hdow 
30 p..:r cenl. \\'i1h lh.: font: l'l'l.t hudµel. lh..: numher 11f tariff r;1h.:s wa ... reduced from eight !o 
seven and l;iriff r;11l·-. wo.:r.: aµain rnluc.:d. The )II p1.·r c..:nl and .to per cenl h;md ... w.:rc comhinc.:d 
al -l) per cenl. and 1h..: 2) p.:r crnl h;1ml w;" climin;11.:d wi1h all ilcms follinµ under th.: 211 per crnl 
rale. ;ind a n.-w :'\ per c1..·r.1 hand w;1, l'.,t;1hli-.h.:d for n:rlain prim;1ry e1m1moditics. Al lhal 1imc 
!he lcmp11rary 25 pa l"l·nt '11rd1;irµc \\hich had h1.:cn d1.:,iµnl·d as .1 H:\cnuo.: )!l'lll'r;11inµ mc.:ar. .... w;1 ... 
revnkc.:tl. 

\\'hik lhc dk.-i of impnrl lihl·rali1;11i11n ha ... hl'.en µ1..·ncrally fornurahk. in Jll'l.t Kenya did 
cxpcricnr1..· '>llllll" nf rhc d1.mh;1rk ... in !Ill' form nf inrrca ... cd dumping. In hi' l'.1'15 Bml,l!C.:I Speech. 
!\fr. Mud;1vadi 1.birn' lh 11 Krny;1 h;" hrc.:n !ht· viclim ,,f unfair lradl' pr;iclin:s hy holh ii., 
Eurnpean and Afrir;111 1r;1din,I! parlnn' ... uch ;" 1h1..· lh.: 11f hidden ~uh ... idii:s lo produrc.:r~. In 
'1:\"c.:r;1I r;..,c.: .... K.:11~;1 (1;1, put rnunlcnailinl! d111i.: ... in placl·. Surh mo\.: ... indudi: d111ic.: ... on mai1c.: 
and ~U1!;1r. irPil ;md ... 1n·I. and p.1pn h;:t''· 



Anoth..:r pr.•hkm 1h..: ;.:,iuntry ha, Li..-... -J i,. th1..· frauduknt daim of Jut~ excmpti1in und1..·r thc 
country·., cxp.•rl pr11nwti1in schcmc. \\hcr.:by imp.•rtcr' an:- ..:xcmpt fn•m Juli::' 11n itcm . .; that arc 
h• he re·<.:\pt•rt~·J. or u,..:d in the pniJudi••!l of cxp.•rl pri>du..-t'\. Import!' f1•r u-.c in aid-!>uppo.>rt..:J 
pn>j..:cb an.: ;1!''' .._-,.._·mpl and fraud h;1" h:-:n :ilh.:mpt:.:J in thi,. an.:a ;•-. wdl. Th..: fr.1uJ is repo.•rt:.:u 
by the \tini,11.:r . ,f Finan .. ·..: h• Ill.'. cxt;.:n,i\c ;ind particubrl~ damaging to the tcxtik inJu,t~-. 

Kenya·,, h1•p..: f1•r th;; future li1:,, in ib al•ility h• exp.•rt and II• ~encrate foreign cxchange to pay for 
the ne..:ded kn11\\-huw and tcd~n1>lt1~.~- fur d-:\-d11pmt:nL But a_, wdl a..; prom1lf.<.: ..:xp.1rts in ~encral. 
:h..: g11al t1f K1:n~;1·_, p11li1..·y i.•. pwmotc \·;1ltt·:-add..:d g,,.,J,, and n:du.:c lhc niuncry·, rdiance on its 
high!~- v11la1ik tr;iJiti1•n;il c11mm1.Jity t:X("•rh. Thu.' wi1~1in the agricultural aren:1. h11rticultun: j, 
a high pri11rity. Thc pr11m.•ti1m uf m;mufa~turcJ cxp.•rh j, e"po..:cially impi.lrtanL 

Sc\er;il m..:;i,.urc" h;1\c t...:1.:n tai.:i.:n 11\cr r..:cc:tt yc;ir" -.uch a..; lhc aholition of cxpor: duti..:'\. 
improwcm..:nt nf c;1pi1al all,1w;inc1.:' ;mJ 1111\\<.:S h> in..:n.:;1'.: th•: a\·acbhilil~ ,,f i.:xjl\•rt !inane..:. 
Lihcrali1atitm .,f l~•rci!!n exch:m~..: anJ in,ur;inc..: r..:gublion' \\er..: abol initi;1lcd th;il ..:;i!>cd th..: 
hurJcn "" i.:x("•rlcr,. ;inJ lo•c:tl ,uppli .. ·r;, h• •••mp;inii.:-. nunuf;1.:turing und..:r h.•nJ ( ,...:..: !ll.'.l<•\\ I w..:re 
1..:r.1-r;it..:J f11r \"AT. With thi.: Jun1: I'"'~ huJg..:L furthi.:r ,1i.:ps wcr..: t;ik..:n h• ri.:Juci.: th..: fin;im,:i;il 
hurJcn on .._.,1"1rtcr .... T;1riff-.. \\..:r..: ai;;1in r.:Juc..:J on a \I.id..: r;ini;i.: 11f raw ma1..:ri;1b ;ind c;ipital 
!!'"'°'· ;mJ th..: Tr..:;1,ury \\;1!> diri.:..-ti.:J '" 1-...:i;in di,.._·u,,i,1n,. with privali.: in\·c,h•r ... 1w..:r th..: 
..: .. t:.hfahm..:nt ,,f ;m c'\(l<•ll .:rcJil gu;1r;intc..: -,.._·hcm..:. 

Kc:nya·,. m;1j11r c:xp••rl pr .. m111inn df,,rh. h11\\C\cr. o•m..: umkr thrc..: m;1j11r in..-i.:nli\..: ,ch.:mo: 
dul~/\.AT ncmpli1in: ['\po•rl Pr.t(c•.,ir.!! Z1>nc': ;md \fanubcturin!! l"nJcr Bo•m'- AnJ whik 
the.:-...: 'ch..:mc' ini1i;1lly "!!ct..:J only m;muf.1.:turin!! pwdu..-ti11n. thi.:y h;1\c lx-cn i.:xp;ind..:d lo 
indmk ,cn·ic1..·, ;ind prim;1•y pn•dudi,1n ;1, \\..:II. lkt;1il, 11f th.._·..,c ,chcm..:' arc Ji..,cu!>"t:J 11nJ...-r 

S.:dioin D hd,m. 

S..:\..:r;1I in,1it11ti1•n' ;1r..: ;,(,,, m pb•..: t11 'lll'('"rt ..:\p11rl inJu,trio ;mJ pr.•nwl.: ..:xp.•rb. fhc r.11"1 
imp.1r1;rnt ;1r...:: th..: Exp••rl Pr1•m1•ti1in (",1un•il ( EPC): Kcn~;1 Exp.1rt..:r' .. \,~i,t~m•c Sch1..·!Jll.'. 
(KE.-\S): K..:n~;1 E\p••rkr D..:\d11pm..:nl Supp<•rl (KEDS): ;ind thc llo•rticubural Cnip' 
l>..:\dnpm..:nt .-\ulh••ril~ (I !CD.·\). EPC. KEAS and KEDS pni;;jJ..: kchnic;1l am limitcJ linan~1;1l 
'uppnrl In prim;1rily ,m;ill ;inJ mcJium ,·ntcrpri'c" (S\tE,.). 

Th..: Exp11rt Prnmn1i11n Council j,., ;1 p11licy h1•;irJ c-.1;1hli,hi.:J in J•rl~ a' ;i prl·,iJ.:n1i;1( council lo 
pr"m••k ;in,I pr11\id..: ;1tf\i,.,ry ,l·ni-:l·' It> th..: ..:\p1•rl ,l·c111r. II c,1;1bJi,hc' l;1r!!..:h for K..:n~an 
.:xp1 '" '· id1..·n1 iii..:, n.;\\ .._.,!',•rt m:1ri.:..:". di";_·min;1tc' cxp .. rt -rcL:t..:J inform;1I j, in. r..:\ i;;\'' cxp• •rl 
pl·rf11rm;in.-.. ·. ;ind ;1thi,1..·•. lhi.: ~11-..·rnm.:nt 11n new p1>li.-y initi;1ti\..:-. f11r incr1..-;1 ... in!! o:p1•rt' ;ind 

;1tcr;irtin~ in\i.·,1111 .. ·nt in ..:\(l••rl ind11'tri1.·,_ 

Tr.ult- n·falion .. 

K..:y ;1n111nl'. K..:n~.111 ..:tf,1r·, 111 prnm1•t.- tr;1d..: j.., th..: ..:,1;1h(i,hn11:nt of !!""d rr.1dinl! rd;1tio•:i.- \\ilh 
ih ncil'.hh1111r' ;1n1I the ir.1<.'rn;1ti11n;1I l"•mmunily. K1..·n~a j, ;1 p;1rti(ip;mt in :hc L11m...' I\" 
Con\..:nri,111 and ml.'mha, 1f th1· \\.11rhl Tr;Hk Or!-!.111i1;1f i11n (\\TO). ;1.., \\di a' ,.;\..:r;il I r;1din!! hl11r' 
d •. ,a tn h1•ml· ,ud1;"1h1. Li...r :\fric1n ( '111•p..:r;1ti1•n;1l ( ·11uncil ( f:,\( '( ·i t••!!dhi.:r with th..: l ·nilnl 
Rl·puhlir of T.in1;111i.1 and l 01!;1nd;1 .. ind 11K C1>n1m11n \brkd f11r L"t..:rn and S11uthi.:rn ,\fric1 
({"()\IF\.-\) \\hi.-11 j, th1.· wn·<"...-,,.r 111 th.- Pr.-kr.-n!1;1l Tr;1dinl'. :\r1..·.1 1 l'T:\). 

_.\, .1 n11. mb.-r 11! 1h,· l.11111·· I\. ( ·,11l\,·n1i11n. 1'L·n~.111 ind1i-1ri.il "'I'"'" m.1\ l·ni.. r hm•p•·;m l "ninn 
m.1rk..i, fr,·.- ,,f d11n .and 0 p1.1n~ir.1ri'' r.-,rri,·1i.•ri- Jlf11\i,kd ··n1;1in ruk, ,,r ,· .. nfl"nl ;1r..: f11ll11\h'd. 
\t.,,1 .n:ri.-11h11r.il pr••d11,h ·""' r,-,,1\.- \!."r.f .1\1111r,·.l-'.\.1ri11n 1r,·;1lml·n1. .-\,a m..:mh.-r nl \\"TO. 
Kl·n~.1 i' ,1!•liL'.1.·d 111 1 .. 11 .. ,, .1 pr11l!r.1rnm1.·d r1.·d11dilln 11f pr••r .. ·.-1i11ni,1 h.1rri..-r-.. ll h;" im.,kcd ii.. 
ril_'.ht i.1 ;1 lih·-~1.·.1r ;.:r.1n: pni11d in 11r.kr r.i l'.i-....: ih C1i-r.•nh lkp;irtnwnt ;ind oth..:r affrcrc:d 
;11!1.·nri,·.., tinh· 111 prq"1rc kr lhl· di.inc,· in \,il11ali11n 111 impnrh lh;11 will h..: H"<!llir.-11. h111 ,t;1tl·.., 
ii np.-rf\ t11 hl· in full c11111pli,1n.-l· \\di hd1•rt· that pni11d ;, up. ll j, alrt:ad:- in r11mpli;1nn: in 
lt.:rm' of dir,·rf inll.trd irv, ,fmcnl r11n1r11J, .111d j, rl,",. on p11rtf11li1• im.._·,1m,·nr 



K...-nya. 1h..- l. nik·1.I R..-puhlic of T;111.";1m.1 ;mJ l. !!;mJ;1 f<•rmo.:J th..- '(l<:ci;1I rq!i,•nal lraJ..: 
J'-"ll'.i.11i,1n. tht.· F;1,1 African t''"'i"-·ra!i••ll l \•uncil. lhr••U!!h \\hich h• w1•rk h> h;1r11111ni.1c traJc: 
l;1rifb.. a_, \\Cll ;1, Ji,..-u,,. olher j,,ue' lh:tl p..-rlain h• !ht.· 1hn:• n•unlric:s. Th1..· l. ni1..-J Rc:puMic of 
Tam<ania anJ l. !!;mJ;1 JCC\>Unl i"r .H 1xr ,-..-n1 ,,f hlfal Ken~;:n ex:porls anJ 11\·.:r h:1lf of all African 

l.."X:(">fh. 

Th..- hr.>;nkr intr;1-.-\frii:an m;1rk1 j,. ab•• uni1i:J 1hrou!:!h l -0\tE..'\.·\ which j,. maJ1..· up of thi: 
f,1rmi:r PTA mo.:mf....-r, anJ thi: m::ml....-b ,,f 1h..- Snu1h...-rn AfriG1n Ond.,pm..:nl t'ommunil~ 
\SAO<..")_ Thi: CC )\IES.-\ fri:aly was ratifit.·J in !\:o\emlll'.r I'"~ and alri:aJy S1..·n:r;1I mi:a.-.urc:s ha\·o.: 
t._:i:n ;1J1•p1o.:J indu.lin!! the h;1rnwnii'.1lit>n ,,f n•aJ 1r;m,i1 char~e:-.. 1hc: au1•pti1•n ,,f the R,>aJ 
Cu_-.t"m' Tran,it Decbration D•>eumenl ;1ml th.: S!ng.k (i,">d' C..:daration D,>eum...-nl. a.' wdl a.-. 
the aJ,>pti,>n ,,f lho.: (."u,h>mS BllnJ (;u;1r.tnle1.." :-.cho.:m.:. l'mkr Jiscus.,ion arl." J,mhk lax:alion 
tri:aties am.>n!! lht.· memh:r-. anJ Cf•'"-' li,1in~ on re!!ional -.tuck exchanges. CO\tE..'\A aims to 
ha\"O.: a full-llcJ!!,:J c"mm·.>n m;irk..-1 in pLK...- hy lhi: yi:ar ~lllll anJ cnmmon currency a~rn:m.:!lt 

h\" 2tl~ll. 

.-\ m;1j"r ("•rtion 1•f l\.i:nya·, o\o.:r;11l r..:form anJ nurki.-1i.r;1ti<>n dfurts wa-. 1hc libc:r;1li.ralion nf th..: 
fnri:!!!n cxch;tn!!e 1..:~im..:. By freo.:in!:! 1h..: -.hillin!! ;mJ al'<•fo.hing f1•r<-"i!!n ex:ch;tn!-!e 1ran-.action 
limi1;1!i<•n-.. it w;" h••ped 1t:..1! 1he ;1m11un1 ,,f f<>rei~n cxchan!!..: ;1\;1ibhk \\oulJ ,.i~nifo·;101ly in.:rca,...-. 
r\' nt•lnl ..:;1rlier. ii i, \\j,fdy lx:li .. :..-..:dt" 1h;ll llDC ,,f the 01n,.1r;1inh h• K..:n~.1n Jnd••:>menl. 
op...-ci;11l~ indu,1ri;1l dc·\cl••pm..:nl. h;r. f,_-,·n 1h,· dmmic b..-k <>f fnrc.:i~n ~·x..-h;tlll!c·. 

Sin..-c.: < >..-1 .. l....-r l'l'i.'. 1h ... ,;1illin!! h;1-. lln;11cJ frt.·dy ;tnJ exch;m~..: C<>ntroh h;1\..: lll'.en r.:<lun:J 
1hwu~h ;1 -..:ri..-, ,,f k!!·•' ::llli,-,., !!r;1111inl! ext.·m1lli"n' fri•m lhe Exch;m!!C.: Cnnln•I r\cl. On I 
:-..;.,\emhc.:r !•l'l:' 1';1rk11n.:nl \••led un.mimi>u,1~ h• repc;1l 1h..- .-\cl in its i:nlircly. 

Thi: -.hillin!! \;1luc· j, n11w <l..:•..:rminc·,f h~ 1h..: in1crh;ink m;irkcl. Ri:-.ido.:n!S ;m<l r.1m-r.:,idi:nls ;1lik.: 
;ire pcrmi11t.·d I<> hm .m<l ,..:II foreil!n curr..:ncy ;11 ;1ulh<•rii'ed Jc;:kr-. f,1r 11\<•"1 1r;in,;trli"n'. 
Purch;1-.e' .. r f,•reil!n ex.-h;m!!..: in ;10 ;1111<•uni l!re;1ter 1h;m 1he .:qui\·;1knt of S5JNl0 mu-.1 bi: 
-.upporlc·d hy .l1•.-umc·nr;1r. c\"i.len.-e ,,f ;1nin1mi.:rci;il1r;in,;1•li11n. '."o ju-.1ilic1li1>11 j, rn:ce-.,;iry f1•r 

;1mllunh hd11w 1h;1f k\el. 

There ;ire "'' !1>11).!•:r ;1ny rei.-n1i,1n •!lh•l;i- in pb.:e ;md C\(l••rleh m;1y kc..:p JOO per co.:nr ,,f 1h.:ir 
fllr..:i)!n .:xd1;ml!c· in J11,·;1i f,•r.-il!n n1rr,·rKy ;1((i>Unh if lh.:y wi,h. ,\II r..:-.1ricliPn-. 1•n 1r;uk-reb1eJ 
p;1ymc·nh ;1!"1 h;1\..: k·cn rc·mn\c·d. J{,·,i,knh ;ire II<>\\ pcrmille<l Ii> horn•w from ;ihrn;id wilhoul 
r..:,lricliPn. ;md f.,r,·il!ne~' ( k)!;ll ('•·r-.•n' 0 ll•lllfl;1ni~·,) m;1~ fl,>rrP\\ (.1c;1lh. Bl11cked funJ-, 

pro\"i'i""' fM\t.· hc·.:n r1.·m1t\..:<I. 

Sin.-e ih lihc·r;1lif;1li1tn in c k111hc·r l'l'l.\. 1he ,hillinl! ha, h..:en r...-b1iwl~ \obrik. Ju .. 1 pri"r 10 

11 .. :11 in).! I ht.· uni I h:1tl :iir..:;1• ly 1 .. ,1 -.uh,1 ;ml i.11 l!ri 1und in th..: inl..:rh;mk nurk.:1. fallinl! f rnm KSh:'.~:S I 
in \brch l'l'I_;_ 111 KShStl:SI in Jun,· 11f th;1I ~t.·;1r. Wi1h 1h1.: li,l!hlc·ninl! of m11ne1ary policy ;md lh•: 
i.:.1,inl! ,,f ex,·h;ml!C n•nlr<'I· ll\d tht.· 'urnrnc·r. h••WC\Cf. lht.· unit ;1ppr._·,·i:1tc<I ,jl!nili.-anll~ ;tnd lhe 
r;1lc in rh..: ini.·rl,;1nk ,-,,,,·,i.:n ..:\d1;ini.::.: m.irl-cl \\or' d•"•' II• tho.: ofli.-i;1l r;1IL' 11f "Sht.•1:)1. In 
r,·,p••n'e 11• lh.: n.1rr1•\\i111: 111 t(w,.._· (\\1• rn.1rh·h. lhl· ( \·nlr;1I l!:inl- d.:cidnl !ht.· tim.: w;1-. rii.:hl In 

rcnll•\l' ;11l c.,nlr-11I, i>n th• ...-urrl·n•\. 

<her the u111r,, 111 1hc n.-xt h·.1r. 1h.- ,hillinl! ;1pprni11nl ,1,·;1dily. pl·;1lint! ;11 KSh-e .. \.'\:SI !ht.· 
f,,lf,minl! Od1•h'r ( l'r•.t;. h•lliminl! th.- 1k-c1•11lr11l of 1h,· 11il indu ... rr~ 1h;1I Lill. h1>\\ .• r. th..: 
,!Jjllinl! dri>pp,·d ,11lhi.111li ill~. hi11int! K\h'\f:'SI hy 1 1 ~>.t. 11 then rem.1inL·d ;it k•cl unril April l'l'>:'i 
·,\11,·n ii dr11pp,·1l .11!.1in 111 I h,- K\h:'i '\:'S 1 r .1111.!• in rt.·,pn11'L' 111 I lw inne ;1,L·d \ oicin;! .,f di"al j,f;irti.'" 
\\ith rh,· n•unrry·, pr••t:r,-,, Pn lhl· p11!i1i,·:1l .md pri\·;1li/;1finn fr1>11h by m;1j11r d111111r 11r_l!anif;1tion'. 

Tlw .-.srl'. .... 1rl'ni.:1h,·ninl! 11l 1lw unit 11p,c·1 rxp11r1n ... wh11 wcrc· ;11!·,,·r,,·fy dkrfl'il h~ 1h,· mmc v.hik 
impnrkr' \\\'fl' pk.,,, d. ·r h1: r1.·n:nl \\,·,1lcnin)!. of 1h,· ,hilling h,1,, of 1'11\H'L" hall rhc nppo,itc· 
dkrl \\ilh rxp11rh:r' pk.l'.nl ;111.! imp1>r1n·, lindin!!. thl'lll'L·hc' 11111kr prc·-...urr. Thi' h;" 'l';1rknl 
;111 inlcrn.il drh.111' ;1, '" \\hlhl'r llw Cl\K ,h1111ld inr,·nem· in the 111;1rk1·1. Thr Rink. hnv.c\·l·r. 



is C<lOlinuing h' :.irgu..: !hr \lrlur.• of fn:.: mark.:! and 1h.: fr.:..:ing of lhe Bank from holding larg.: 
amounts oi forri~n n.:har.ge \\llh whi.:h 1<1 ~upporl 1h.: cum:m.J". For now. poli"~· \\lll remain lhal 
of impkmenting wunJ fo•cal and m••r:d;try poli.:irs anJ kuing 1hal keep lhe ~hilling slaMe. 

[mplo~m~nt policin and human n.-soun-r d~\dopm~nl 

With a pt1pula1i,1n gr••\\lnf. al an a\'erag..: ;1nnual rat..: of·'·-' per Cl"nl ;md a ~mall moJ.:rn sector. 
joh crealion anJ o.:mpln~m..:nl gn1\\1h arr cri1ical lo 1he fu1ur..: of Kenya. While rcli:ihlc dala on 
currenl ralr~ oi un..:mplt>~menl an.: nt>l a\ailahlc. !he gowrnm..:nl c.:slimales indir..:rlly lhal in N93. 
unemploym..:nl r.ingo.:J lx:!Y.o.:..:n 17.S per ccnl and ~3.h per cenl. Despilc.: dforls hl reduce lhis 
figu:e. 1h..:y expect 1ha1 in 19% 1hc.: rang.: will remain h.:1ween 16.X per cent and ~"-8 pcr 
cen1. t'>/ To rnch full cmplnym.:nl hy 1h.: yc.:ar 2010. lhc.: govc.:rnmcnt c.:stimalt:s lhat jot>s will 
ha\·c.: hl ht: crcat.:d JI a ral:.: of ·'--' per ccnl per y.:ar for a lolal of 6.-1 milli,m nc.:w jr-lls. 
Agricuh~re will ha1;.: lo crc.:ale nn.: half 1>f !hem. the: urhan informal s.:ctor a fur1h..:r 2..' per cc.:nl. 

Th.: crealitin of j.,f>s in 1he m.ld.:rn "ech,r. which will h;1\·c lo c.:xpanJ hy l.h millior. lo meet !he: 
g.1;1ls of full c.:mploymenl. w!ll depend on 1h:.: cxpansi,111 of th.: pri\·a1e s.:clor. While in th.: pa.'!. 
g1wernmc.:nt was the: gcnc·r:ih>r ,,f jnh,.. cro.:;11ing h3.5 per c..:nl nf mt'•dern seclor johs in !he l'>Sh-
11)')1) peri,llf. the ch;tngc ir Kc.:nyan policy and ci\ii senic.: r..:form means !hi!'. will no longer ht: lhe 
ca.,c.:_ t:nJ.:r tho: n.:w ro:f11rm pt'lil!". tho: r.:~pt•n,,il>ility ,,j joh cre;11i1>n falls lo 1hc.: pri\-ale sc.:clOr. 
;:ml 1hc rok ,,r g11\'crnmr111 h.:c1>m.:,, that .,f pw\iding ihc.: c.:O\ ironm.:nt in which lhc pri\·ate s:.:clor 
can c.:xp;ind and cre;1to.: o.:n·plt•ymo.:nl ••pp·.>rtunitic.:s. 

In 1h.: I•N.:1 •15 fin;inci;1I yc:1r. the priv;1le "o.:clt>r rc.:spt1nJ.:d wdl lo !ht: ch:illo.:ngo.:. and according 
ro th.: go\t:rnrr.cnt. 1he nnnh.:r of 1:mph>yo.:J ouhid.: of tho: rur;il sm;1ll-sc;1k and p;1s101al s.:ctor 
gr1"\\' hy cln,e In 12 p..:r crnl. \lo,.I 11f thi .... h11we·•o:r. wa,. in 1he inf1>rmal "cctnr which incn:;iscd 
~~per ccnl. \l11tkrn ... o.:d >r emplny1 :..:nl \\;1, l!p 2 p..:r ccnl. Th..: la1c.:r was all in 1h.: pri\·a1e sector 
... inc..: wi!h tho: -:i\il ... cni..:r rcf11rm pwgrammo.: undc·r w;1y. !!"\·nnmenl l'mpltiymcnl wao; held 
r11n ... 1anl. 

Whik tho: ko.:y d..:mrnl ;tn,l c"nro.:rn ,,f Krny;1n cmpl11ymo.:nt ptilicy is th.: crc.:;1ti11n of nc.:w johs. 
human ro.:~ourc<.· dnd11rmc·n1 ;111J thr upgr;1din!! of skill ... and pmJucti\'ity an: ;1b1' prim..: 
ol>j..:cli\o.:s. Thrr.: i ... ;in ;1hunJanc..: of bht>Ur ;11 lht: unskill..:J and s.:mi-skillcJ lc\d. hut a shor1;1g.: 
;11 lhc.: lc.:chnic1I and m;mago:ri;1l k\o.:t.... lncro.:asing bhour mnhili1y. hoth go:ographic ;111d funclional 
j, ;1bo a m;iin g11;1l. Tho: bto.:r is a p;1rticubr emphasis of the: Ci\il So:rvice Reform Programmo.:. 
L1rly relir.:o.: ... art: o.:nw~1rago.:J aml !!i\..:n tr;1ining opportunitio.:s lo o.:nahlc them to move lo thc 
pri\·;1(C.: Sl"c:lllf. 

lndu ... 1ri;1l training ;111d rdr;1ining prPgr;1mmo.:s ;ir..: al ... o imp1>rt;1111 n1mpnn,·nh and 1ho.: f!P\i;rnmo.:nl 
h;1s pnl in pl;1co.: ;1 :\;11i .. 11;tl Tr.tining Lc\: h• r;1i,o.: tho: funds to linanl·o.: tho..: pr11gr;1mmo. :\ lr;1do.: 
10.: ... ting and rn1ilic1ti1in ,_.,1cm i ... al"' ho.:i'1l! put in pbro.:. \'irtu;1ll~ ;1ll l·mpl11~n' 1>perating in 
1'..:nya p;1y inl" thr k\y lund o.:ilho.:r al ,L r;1lo: 11f 1'Shl1Hl-5lNI p.:r cmpl11yc·c 11r ;1 IUrDP\o:r-h;...,nl 
r;110.:. do.:pc·ndin).! "" rh,· .... rl.>r. 

Whik n111'I 1r:1ininl! l;1k,·, l'Lir:i: 1111-1h,·-j11b ;111d i, wndurkd b~ and/or paid I>~ rh,· i:mpl11yi:r. 1h,· 
:'\;1linn;1I lnd1hlri;1I Tr.1i11111g < ·,nmril. n,·;11<:d undi:r !hr lnd11,1ri;1l Traininl! t\rl. m;111;1f!l.'.S a cr;1h 
appri:nliri: ... rh,·m,· •n 'uppnrl rhi: 11n-1hc-j11b lraininl! nf ;1pprcn1iri:'. Orh,·r \11c11i(ln;1l and 
1,·dmiral lr;1i:~inl! 111 1',·11~;1 1..1,,., pl.Kc' in '<.'\c·r;1I difkr..:r.I in,1i1111i11n .... Thn..: ;ir,· rurr..:nlly lhri:<.' 
:'\;11i1111;il P11ht•···i111i'' \\hirh nlfrr dq.:r,·r, 1<1 '-:r11nd;iry ... d1u11I ka\l°f' and 1·mpl11y..:r 'P"n'nrnl 
~.111d,·nh: 1rd1111cil rrainin!'. in,1i1111r' \\hirh rrpbrrd 1h..: furma lnhnir.il \l.'ru111!;1rv ... d11•nk Youlh 
1'11lykrhnil"' \\hid1 1>r11\i k lraini11).! ;11 lhr ;trli ... ;111 k\d 111 pri111;1n ... d111nl k,1\l°f': ILtramhr,· 
111,1 ii Ull'' nf T,·rh111 •lo 'I!\ \\ hid1 ;ir,· <1111111111ni1y -h; .... ,·d 11rl!;111i1;11 i1 ui... h111 r,·n·i\ ,. I!' l\l'rnmcnl 
'lll'P"rL ;111d ind11 ... 1ri.il 1r.1ininc rrnrr,· .... 

S11111: m;in;•l.!•·111:111 1r.1ini:i).! i' ,if..,., '(h•11'Pr1:d hy rh.: gn\l.'fllllh'lll. Tr.1ining rnursl'' for horh junior 
.ind ..,.·nior m.111;1ccr' ;1rl· hdd ;11 1!i~· \Lin.11.!,·mcnl Traininc ;ind ,\(f\j...,,ry C'cnlr<.'. 



.-h noh:J carli..:r. ~11u1h uncmpl,1ymcnl i-. a p;1r!i.:ubr pwhkm in Kcnya. anJ one 1ha1 j_, increasing. 
Owr )•1 rx·r CCIII ,,f lhc: popul:11i.10 j_, unjcr lhc age ,,f ~)_ In an dforl lo aJJrcs..; 1hi..; dirc:cll~. 
the: g•1\·crnm<·n1 h:1-. incr.:;i.-;c:J its finan..:ial -.up(ll•rl h• lh.: n>unlr~.-s syslcm of lbr;unl-..:c lnslilulc:s 
,,f T cchnology. Y11u1h p,,l~tn:hnics and olho.:r in-.1i1u1.:-. ,,f high..:r cJucalion. Thc '.'alional Ynu:h 
Scnin: h:L' a(-.,, ho.:.:n incrca..;cJ ll• acc11mnm<l;1t.: yJMlO lrainn:s. up from 2.111111. 

Bccau-.c i! i-. Pile ,,f 1hc brg.:-.1 !,!<:n<·r.altir-. of cmph•ym:.:nl gro\\th. go\..:rnm.:nt -.upport 
of j11t1 kali cnl..:rpri-.'-·" takcs many f,1rm-.. ranging from :-.pccial crr:Jit progr:1mmc-. It• lhc suppt.•rl 
f,,r 1hc J.:wl••pmcnt ,,f r<gi,1nal markcl ccntrcs (a full accounling of gowrnm.:nt supporl to 1his 
sc<."lor j_, gi\·cn in S.:.:tion D hd,1w). Onc ,,f mo:-.1 im()(•rtanl g•wcrnmcnl suppt.•rh. howcvcr. L'> the: 
pnwi.,ion ,1f m:tn:1g.:m.:n1 training ~chcmc-. n,1w hcing pr.1\iJ.:J hy District Tra<lc Officers. l11t1 

l.:cJli cntcrpri-.c-. arc rhc brgc-.t soun:.: ,,f n<•n-farm jnl' crcalion in the: n•unlr~. They make 
cxicn.,iw u-.c ,,f l.ic:il inpuh anJ rcl~dcJ m:1h:rials anJ h;1\C m:my forward anJ h:ich\:1rd linkage:-.. 
Bui 1i.cy al-.,1 -.uffcr grc:irly from pt.•or pr .. Jul"li,.-it~ anJ c:rr;11ic qu:ili1y. lncrc:isc:d lr;1ining in qualil! 
m;magc.:mcnl :md 11th..:r 1t:chnic;1I a_.;pcch. :i-. \\di :is rr.;rn:1g.:mcn1 !raining arc: nc:c.:-.-.:ir\· 10 d:.:crc:asc 
1hc m11rl:1li1\ r:11..: ,,f rhc,:.: o.:lllcrpri-.<·,_ 

\\.hik Kcn~;i·, rcbli\\:1! l.1w k\d .. 1 in,!u-.1ri:1li/:1ti11n h:1-. -.p;1rnl it fn:m m:my ,,f thc 
.:m·in1nmcn1;1I tfi,;1-.h:r-. ;1-.-.ll,:i:11cJ with d~\dnpmcnl -.uch ;1-. high k\d-. of k:1J in lhc air and 
w;1kr. lhl· n111nlr!·" high r;1i.: 11f p.1pub1i.111 gn•\\th. ;mwng 111hcr fact.•r:-.. h:i., kfl ii facing cri1ic;1I 
J.:..:i .. i11n-. h• h.: m;1d.: 11n bnd u-..: :111d ddllrc,l:11ion. Thc n;1tural cmironm.:nt :il-.,1 :.!i\·cs m:iny 
pniMc:m .. wi1h rcg:1rds Ill w:ilcr u .. c :ind ;i\;1ibhiii1y. Kcny:i uflc:n fac.: .. :-.c\·crc: druughls. Rapid 
url'i:111i/;1ti1111 :1!..11 Jl'"C" ni1ic1I pr,1hkm' 11f \\;1-.rc n1;1n;i!!cn11.:n1 in 1h.: urh:m n:n1rc ... 

\\.iih ;1 gr<l.\th r;1h: mcr -~ pcr ccnl p..:r .111num. lhc dcm:md for bnd fllr h .. u-.ing purJll'"t:" i .. 
incrc:1-.in!:! r:1pidly. Th.: tl..:m;rnJ ft1r :1f!ricuh11r;1! bnJ 111 kcd rhi-. inn..::"inl'. pt1publilln i-. ;1b,1 
hi~h. Bur l.111.! j, n1•I unlimircJ in K..:ny:i. _.\, nt1lnl :1h•1\.:. :i grc;1l d·:;1! t1f K..:nv;111 bnJ i-. ;1rid ••r 
.. c.:mi-:iriJ :iml nt1I -..ui1:1hk for 111•"1 :igrin1lrur:il pur,uih. Kenya ;if,o h;1" :1 fr;1gik wildlife 
(ll •pub1i1 •n 1 h:1I rcquirl·, \.:-.I :1m111mh of bnd for ii.. 'uni\ :11. Anti -;inc..: 1hi-. wildlife through 
111uri-.m rn·..:iph. :Kr11un1-. fur 1wcr S21Ml milli11n in fnrcign rurr..:nl·y ;md logct~ . .:r wilh ~:tch 
r..:-.11urcc-.. 1-t p..:r c<·nr of C iDI'. lhcrl· i, ;111 llfl.!<.:lll nc..:d 111 h;1Lincc th..:-.c Jcn1:1n1b. 

K..:ny:i h:" .,1;1r.:d 1h.11 it i, in :igr..:..:ml·nr \\ilh 1hc Ri11 lkd:ir:ilit1n :ind A!!•·mb 21 and inrcmh 111 
k:1d thc \\;1y in m;1kinl.! d..:\d••rmnll c•·"n"mic1lly ... llci:illy ;ind co•lt11.!ic1lly -..u-..1;1in:ihk. The 
So.·\<·nrh lk\d,1pm1.·n1 l'Ln ( l'l'l-t-l1l'H1) alkmph Ill inn•rpor.:lc 1h1·-....: l'.ll:tl, inl" K..:ny;1n policy. 
including .t dl:lllf!C in (l;i,j,· f""" 'l'Cllfil! p.,(jf! lh:tl 1·;111, lnr Ifie :t\.1ihhili1y of f11r..:il'.n l"llrfl"llC:Y 
f, 1r f1"11.I p11rd1:1,,·, r;11 h1.·r llun I h1: n1h i\ :11i. 111 .. r bnd, I h:1I :1r..: in;1ppr .. pri.11.: f11r :iJ,!ricuhur;1! 
produrr i .. n. !{,.,, .. 1rd1 i111 .. drt llll.!hl r1.· ,i,1 ;:nl n"I''· rd";,-,1.11i,111 ('f Pl'.r:immc-... pr11t.:1·1 illn 11f 
\\ d bnd :ir .- ,i,_ prnkll i. •n .. r w ildl::-_· r h1.· 1•1t111L •I inn t1f 1.·111.·rf!y dliri.-nt t.:d111olt11.!tC' :111d I hc 
llf•Hn111i.111 111 rh,· dli,·i,·111 11,c nl \\,11.-r rl·, .. ml"•:' h,i\l. :ill hcca ind111kd in lhl· pl.111. 

,\r,·,1rdini.: 111 1lw '.'11.·c.·nrh llnd••111111.·n1 !'Lin. inn1.:i,1.·d 1·mph:"i' i-. :11"' Ill h.: pbrnl on the 
<·mirnnmcnt;tl imp.id 11f 1k\d11pmnll pr .. jn·h rhroul.!h 1h1: r<··111ircmcn1 of ..:mirt1n111cnl:il imp.IC! 
;1"r"nKnh f11r ·,II puhli,· :111d p•i\·;11l' prt1jl·rh. All cncrgy-rd:irnl projnh ;1lr..::idy r1·quir.: -..uch 
:in ;,,,,·"nwnl. 

,\, wdl "' lindin1: 1lw h:.1dinf! Ill pro\idl· lhl· nl·n·,,;ir! infr.1,lrudurl· fnr 'ud1 rhin~'.' ;i, \\;ilcr ;ir.1( 

\\,i'll' rn.1n:11'.1·nh·n1. "'h 11f 1h1· 111.1j11r pr11hkm' f.irinl.! Kl'll\,1 in ih df,1rr... '" 1·n,t1r<· 
·:mir .. nmcnr.tlh ,11,Liin.1f•k d1.·\d11pr111·111 j, rhc dr.tlrim'. .. r r11rnprd1l·n,i\1· 1·n\ir111Hn;:n1:tl hw. 
C ·i:rrl'l1lh 1hn1· i, n11 ,u.-h r11111prd11·n,i\,. l"ll\ir1111rn.-r11.tl kl!i.,b1i11n in K<.:11\.1. Th..: rrk\;inl 
ki.:i-..l.11i .. n j, lll<"lh 111i11.ii11nl in l11r.tl :111lh11rih h~l.1\\' 1111 h11ildinl.! .11HI lll\\ll pl.1nnin1: ;ind in 
w11r~;iLtn· IK.ihh ;ind ,,ifrl\ l.i\''· I .. r ,.\.1111pk. rh,· f,,flo\\illl! .ir1· 'nn.11 ,,f rh,· r1·k-.:inl pi1·n-, 
pf kl!i,Lt1i11n rh.1! .r, ·'' \\ilh l"ll\irPJ1111'."1ll.il pr<1fl..-li11n .ind h,·.1hh ;md ,,tld\:~" rhc Orrupin.\ 
l.iahilily 1\rl (C"h.ipr..-r \4): rhl· 1'11hli1· I k.1hh Ari (C"h.ipr.-r .'-C): rlw lbdi.11i1111 l'r111n·1i11n Ari 
(C.h.1p!n .~4\): rh..- l .. 111d C 11nlr11l 1\1I (C.h.1p!d \02): rhr l .. rnd l'l.irmini: ,\rr (C"h;iplrr .\I!.\): !lw 
1'1:1111 1'rt1l<:rlit1n 1\d (( ·h.ipl..-r \.'I): lh1· l'l.1111 \".iri,·rj,·, :\rl (C ·haplrr .t'I•): lhr 1\-,1 ( ·,,nlrol 



Pnxluch :\cl (l'hapll:r -~•): lhe W:,h:r .-\cl (l'h:1ph.:r .~-:'~): the Wildlife (l'11n:-.cr\·ation and 
'.\lana!!.:men!) .-\cl (l'h:1p1er .Ft>): 1he f.,r,·,.h .-\cl (Ch:1p1.:r _>...;5): 1hc Traflic .-\cl 1Chap!er .UH): 
and the F:u:h•ri..:, Acl (l'haplcr 51..J) .. -\:-. \\,1uld he cxt"-Tl,·J 1hi. ... makes enfom.:menl diilic.:uh. 

The "'a1i1>n:1I Em·ironmt:ni Aclion Pbn. puhli:-.hed hy 1h;.: \linislry of Emirunmt:nl and :"'jlural 
Re'iourccs in June l'>'l..J sd oul lhc !!••\ernmenl's new cn\irunmental po.llicy ohjeeli\·es and 
'.'>tralcgies for th..:ir impkm..:nlalion. Its nuin rec11mmendarinn j_, the cn:alion of a singk institution 
wi1h the kg:1I :1u1h11rity 1t1 c11ordinale thc management 11i en\ironmcnlal rc'.'>ourccs and lhe 

harm11ni:tali11n 11f rhe exisling k!!islati1•n. The fir-.l step in thi.o; harmoni:tali1in is hi he rhe 
de\·d11pm1.:nl 11f ·umhrdla" k!!isl:t1ion. f,,11,1wed hy 1h..: as.,es..;menl nf exi.,ting kgislarion lo ensure 

that it 1.:1inf11rms. 

The drahing ,,f such 01mprchensi\e kgi,b1i11n anJ lhen ihe coordinali11n 11f ;ill o!h.:r kgisb1ion 

i:-. a long and c.•mpkx pr.ices.-; th;11 m:iny Jc\doping t:t•unlrics and lhe co_iunrries i!l lr;in.,ilion :1n: 

facing. It j_, :1b.1• a rel:tli\dy expcn:-.in: p·11ce-.'.'>. ;inJ 1he o•sl ,,f upgrading ex.isling facilities hl mccl 
n..:w -.1;mJ;1rd, ctr. he :-.1:14!1.:ring. Ken~:1 i:-. rn:ei\·ing assi:-.lance fnim 1h1.: l"nited Natiuns 
Emirnnmt:nl:1I Pn1gr:1mnK ( l''.\EP) for the rt:\·ic.·w .,f lhe bws. The Ct•sl of upgr:u.ling and i:~t: 

1imin!! ,,f su.:h upgrading (when exisling facili1ies will he n.:4.;ireJ to comply wi1h :my new and 

mnrt: -.tringcnl !:1,\-.) i-. a pnihkm still h• 1-..: bced. 

Bec:rns..: cm·in•nmcnl:ti i-.s'.lc-.. opcci:1lly !hose rdaling h• ;1ir and water. tran-.ccnd nalional 
h.1•.::•Jaries. ii i, 1h..: inh:nl of Keny;1 ''' \\11rk d11-.dy with ii.. n1.:i!!hll\1urs (the l; nited Repuhlic of 
T:m:t;tnia :md l'gand.1) in d..:\d11pin!! r..:gi11n:1I cnvirnnmenl:1l pnilcclion kgi-..b1ion. 

D. l'.\Dl:STRIAL POLICY 

As no1..:d :1h11\e. K..:n~;,·-. m;1!n cc11n1in1i..: :tnd pt•li1ic:1l g11:1: is 111 pr11molc -.usl;1in:1Me cconomic 

de\dopm..:nl. Th1.: key 111 1his. 1he g11,ernmc.:nl hdie,es. i.; In Jc\·dop Keny:1·s indus1ri:1I ha.;c. 

opcci:1lly e\pt1rt indu-.lri,:-.. follnwin!! 1h..: m111.ld of Ji.:,·dnpmi.:nl anJ thc ptilii.:i~s of thc ni.:wly 
indu ... 1ri:1li:ti.:d 0111n1ri..:, ('.\I(') of .-\sia. Ki.:ny:1. in facl. h11pc-. h1 allain :-.;1c -.1;11u.; hy lh..: year ~0111. 

Tn this i.:nd. ;1 c1m1pri.:h1.:nsiv..: econnmi.- reform p11licy ;1imi.:il al rt:slructuring the cconomy and 

pr11mn1in!! inJu,1ri:1I d..:,·e!11pmen1 has 1-..:en pul inlo pl:tec. \\"i1h an ac.-cnl on rcc..lucing 1hi.: <liri.:cl 
rok of g11\ernm,·nt in lhi.: cc11n11my 1hr11ul!h 1h..: rebx;11i11n 11f re!!ub1i1ms ;mJ rotriclions 11n lr;,di.: 
(inlernal and e\tern;il\ :ind prici.: .... ;111.I the m:irk<.:1i:t;1li1111of1he cc11n11my. Keny;1 h;1s pul scvcr:1I 
ini1i;11ivi.:s anti inrcnl;,;.:, in pbcc 111 pr11n11111.: 1he ~kvd11pm1.·n1 111 ncw indu-.1ric-. ;md t:nh;mn: lhe 

dticicncy 1•f e':i,1ing brili1i..:,. TlK· m1"1impnr1:m11•f1he"· ini!i;1li\es ;ire lhc pri1mo1ion 11f cxporl 
indu,1ric, :1ml 1h,· n,·;11i1111 ,,f ;in ,.,p••rl 1hru'I in 1h1.· cronnm~. 1hc re-.1ruc1urin)! and priv:11i:t:11i1in 

nf p;1r;"l;1l;1l ,·111t:rpri,1.·,. 1he pr1>m111i11n of ,m;1ll imlu-.1ri1.·'· c'pcri;ilh in rnr;1I ;1ri.:;i-. lo crcalc 

,·mpl11~ml'nl ;in\! h:il.m,,d dc,d11prn,·n1. ;111d thl' prom111i11n of Jirecl forci!!n imi.:-.lmcnl. holh 

slr;itq.:ic :ind pnr1f11li11. The.· blln i, -..·,·n '" ;1 ni1ic1l m..:;in, 11f n;1rrowin!! 1he !!"P hclwi.:cn lhc 

lin;tnri:il r1.·q11ir,·m..:nh 11f d1.·\1.·l11pm,·n1 and d11mc•1ir rc-.ourcc-. while frcein)! lhc c1111n1ry frnm ii.. 

h~;1\·y dq101de11r~ 1111 ;iid l11r.1k 

"' di,n1"c'I ah11\c. ;in imrorlant l'kmcnl nf Kcn~an i111h1,1rial p11lic~ -.incc t•JS(, i' 1he dc·.irc In 
rr,·;11c an 1.'\('••rl 1!tru,1in1h1.· 1.·ronom•. 1.·,pc•·i,111~ 1lm•11gh 1h1.· prom111i1in 11f m;in11Lrr111rcd cxporh. 
Tl!rec m;1in ... .-h,·1111.·, ;:r1.· n11w in pb1.·c I•• 1.·nc11ur;ig1.· im,·,lnwnl in m;11111Ltr1urcd cxporh: 

dul~/\°.·\T 1.·\1.·mp1i11n: L\J'••rl l'r"rl·"inl! /1>111.·, ( El'Z): .111d \l;11111Lrr111rinl! l 'mln B11nd (!\.fl 'B). 
,\, n111nl ;rl•n\c·. \1.hil,· 1h,·,,· 'd1cn11.·, \1.n..: 1·irnaril~ 1k<gn1.·d for 111an11Lrr111rnl C\('nrt-.. lhc~ h:1vc 

n11w h1.·u1 l"\kn1kd In rn·.cr pri111ar~ pr11d11di11n ;ind _,:rvic1.·,_ 

\f;11111L1rluring 1 ·1Hkr Bon~ w:r' c,1;,hli,hrd in l'IS<•. Th..: main inc:nii\..:.- 111 p:irl1np.1lc in thi., 

,rh1.·m1.· ;ir1.· duty ;ind \.Al n1.·mp1i11n on i111p11r1cd pbnl. m:irhincr~. cq11ipm1.·n1. r;rw m;ilcri:il' ;ind 
inlcrmnli.111.· inpuh .. 111d im1.·•.1111cnl ;i1(,m.111n·, of (IHI prr r..-111 on immo\;rhk fiwd-;r"'-""· \\'hik 

'urh pr11d11rli11n j, 111 be np11rkd. in rnl.1i;1 c1'1.. ;ind \1.ith lhc· appro\,rl ,,f rhr 1·11mmi"i111;, r of 



CJ...;toms and Ex.-i ... c:!- gnnds may h.: ,,,1Id in the: d,>mc:,,tir nurkd suhjcct hl th..: p:a~mc:nt ,,f normal 

duti..:s and tax.: ... plus a 25 pcr c..:nt ... un:harg.c. 

Th..:rc: arc: currc:ntl~ ... .;\c:n h>eati,llls a\aibhlc for r..:gistralit>n a..' an MUB ..:nt..:rprisc:: N.iirohi: 
Momha...;a_ l\.i ... umu. EIJ,1rd.1'akuru. :\::·:ri and Thib. Th..: areas immcdiatdy "urmunding these 
tnwm; arc ab,1 inciudc:J in the sch..:mc:. T,1 h.: digihlc for :'\tCB statu..;. a manufacturc:r mus! 
demonstrate a minimum ,,f KSh Ill rr:illion worth of exp.iris pcr year or pnwidc ..:mplo~mcnt for 
50 or more per""""- The manufac•ur..:r must abo h.: ahlc to pnwc a for..:ign markcl for its 

prod;iction_ 

Horing to attract incrc:ascd foreign im·c,.tmcnt. in 19911. Kenya passed the Export Prnces..'iing Zone 
Act aimed at m:mufacturcrs for cxp<>rt 1•nly. The Act pro\ides for the de\-cll>pmcnt of export 
1ones under a -.pecial EPZ Authnrity ( EPZA)- A n:imh.:r of ~.uch 1oncs haw h.:..:n cstahlished 
already. the fir-.t 11f which was the Samcer lndu..;trial P:1rk in Nairohi. The: Park has hc..:n 
c~rcmdy sul·c.: ... ,,ful :md was folly o.:cupicd soon after cnmpktion. The first go\"t.:rnmcnt-ov.ncd 
EPZ was huih :11 Athi Ri.-..:r (1>uhi<lc: of '.\:1in1t>i)_ 

In all. l\.cny:1 ha:-. nine: d..:sig.natc:d EP?_,_ F11ur arc in th..: '.\ain1hi area: Samccr Industrial Park 
and Thomas de b Ru..: E:'Z Ltd which ;arc O!\Crati11naL ;mJ Rc:al Industrial Park and Emhakasi 
whi.:h arc und..:r d..:\"clnpmo.:nt. Thr..:..: /1lllC:" :1r..: in tho.: \l11mh:1sa area: Birch 111\·cstmcnts EPZ 
Ltd and Ea,.1 Afri.::1 \t.,(;,,,,,.;s Ltd which ;m.: nperation;al. and Changamwo.: and Kwa J11m\11 Zones 
which arc unJ..:r Jc,dnpmcnt. A1hi Ri\..:r EPZ is op..:rational and Anicit Kenya EPZ Ltd in 

'.\:;1kuru is und..:r dc\cl11pm..:nt. 

Par1icip:1li1lll in th..: Erz,, induJ..:, c1•mp:mio.:" fr·1m s..:\cral in.tu-;trial sc.:t11r ...... uo.:h a-.: clnthing and 
t..:xtik .... t..:xtik y:1rn_ ..:ng.ir • ..:1.·ring. :md -.1.·hid..: a,,,1.·mhly. ph:irrn:a.-cJticah. m11ulJcd ruhhcr products. 
f1l\>J pr111:c ... ,,in~. n11n-f1111J ag.n1-pr1>.-.: ...... mg. printin!!. dcctr1lllic go11J .... ;md rdincd petroleum 

pr11Juch. 

1<.:n-yc:1r tax hnlid:1y ;tnJ Ila! 25 pcr c..:nl tax for lo.:n years: 
cx..:mpli1111 fr1>m all wi1hh11lJint! t;1x..:s 1>n di,id..:nJ, ;mJ 111hc:r paymcnh In non-r..:sidcnh 

Jurin!! 1h..: lir ... 1 tl-n yc;1r': 
o.:x..:mplion from 1mporl du1ic,, 1in m.1chin..:ry. raw m:11..:rial.; and inlcrm..:Jiat..: inpuh: 
no r..:,1ric1ion" nn nun:1~:·:;.1..:nl 11r lcrhnical ;irrant!..:mcnh: 
n11 ro.:slrirlion' on f11rci!!n c1pi!:1l ro.:p:i!ri:1lion: ;tnd 

o.: . .:cmplinn frnm "-AT. 

In an df11rl 111 ..:xp:1nd ..:xp'lrlin!! hc~Pnd \ll'B 'lallh lirm' ;ind ..:xporr-only firm' l11ca10.:J in an 
EPZ. a third "·ho.:mc \\;1, _'lll in pbro.: ;1imnl al prnmntint! in<"r..:ascd prmlurtion for cxporl and 
l11c1l pr11d11cliPn of 1h..: inp11h In o.:xp11r1-11ri-:nl..:d in,(11,1ri..: .... Th.-nu!!h 1hi,. 'd1..:mc. 1hc cxcmplion 
frnm duly and/11r \'Al" i' ;1\ait1hk I•' ;111 wmpani..: ... fnr m;il..:riab imported for use in the 
manufaclurc of g1111d, f.,r oporl 11r Jul~-fr..:..: s;al..: d11mcslically. Thi" incluJ..:, thc imporlalion of 
m.1to.:ri;1I, 1h;11 ''ill h1.· lhnl f11r 1h,· prPdurtinn 11f raw malo.:ri;11' 1ha1 ar..: in turn u,eJ for tho.: 
pr11d11r1i11n 11f o.:xp11rt t!""d' 11r l11r;tl!~-,.,Jd du!\ fro.:..: i1..:m,_ Thc o.:x..:mp1i11n j, a\;1ibhk f,1r !!""d' 
dircrtly l.'\p11r11.·d :ind 1h11•\.' "'Id 111 :111111hc·r r11nrl.'rn whirh ''ill tho.:n export 1ho.:m. Th..: exo.:mption 
j, ;1\;1ibhk 1hn•11!!h 1h,· F\pnrl l'n•n11•ii1u1 l'r••t!r.11111110.:, Oflir1.· \\hirh '';a' 1.·,1;1hli,h1.·d in 1'1'12 undn 

th..: :\lini,tr~ 11f hn.1nn:. 

Thi.' pr11mPli11n of -i1i;1ll .'r:1k indu,lr~. 11r j1w kali cnlcrpri'e'. ht·c1m..: rcnlral lo Keny;1\ 
do.:\dopm..: nl ''rat q.:~ wil h 'in 1ir111a/ f'11111·r .\'o. I of /')8f> and I he Six I h N;1! ion al D..:,dopmcnl Plan. 
l1IS1l-l'l'I;. (hn 1h,· pLtn p,·rio(l 111 1•1s•1-1•1'1_\_ lhl.' "'rlor \\a' l;tft'.l'lnl 111 rrl.';1!0.: 5S7JJ1Jll new johs 
11111 of ;a l11lal 11f l_'I milli1111 fnr 11;,· \.'C111111111\ ,1, ;1 wh11k. In 1•1;·\11. lhl.' 1.!•l\•:rnnll·n1 ;1l,11 rondurlcd 
;a ,1111h 1111 th,· r1•1i-1r.1in1• L1rin.L: thl.' 11u1 kc~li ,,·l'111r and d,·\d11pcd a ·,tralq.:\~~ l11r 11\<.:r romint! 
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th.:m_ In :\bn:h t•l'>.::'.. th·.: framcw;1rk uf that strategy \\a., puhlished in Snsimwl Pupa .\"o. :! cf 

J1J9:! 011 Smull El!la]'riJcs u11d fuu Kali [), 1·..to1'mc11C i11 Kt·nw. 

Early dforts •Ill the part •Jf the gnvcrnmrnt to support juu kuli cnterpri.se dc\·d11pment included 
imolment all••\\am:c!'.. exemption fnim Ju1ics anJ ta.'l:es on impor<ed capital equipment (up to a 
certain amount). and the e'itahli.,hment of two funds; the District Den:lopmenl Fund (DDF) in 
i'>S7 ;iimeJ al pnwiding enahling infr;1-.truclure •ia ti1e development o'.· Rural Trade and 
Production l\:ntre-. (RTPC); and thi.: Rural Enterprise Fund (REF) in 19l'i9 to finance j110 kali 
entrepreneur-.. (\ino:rm:d that kw j11u kali enterprises ever graduated into the formal sector. 
however. in l'l'I.::'. th..: g1w.:rnment called f11r an ahundancc of ni.:w mea.-;ures. Included in these was 
an a.ssessmcnl and prio.-ili1<1tion of the infr;1structure needs of j11a kuli enterprises. Other 
measures weri.: the i.:nomragem.:nt of the f11rmation of groups of small artisans so that they might 
hendit frorn the gnwr11mcnt-financed rural ekc'rificati11n programme. and incn:.io;ing the 
a\·ailahili1:. of indu-.1ri;1l a1•d cnmmcrcial bnd. The Ministry 11f Research. Scienc..: ;ind Technolo~·y 
through its p;ir;1st;1tals and Uniwrsity-lnJu-.1ry Link Committee also was asked to draw up 
guiddin.:s for th.: d.:\dPpm.:nt and tr;rn~kr of technology. as well as the idi.:ntificati11n of 
appropriate ti.:chnnli1gii.;s_ Ami. infornution was to he mme widely dissi.:min;iti.:d on hoth local and 
intcrn;itional m;1rk.:h. Oth·:r efforts w.:ri.: to ri.:duce the reg·.htory constraints ;ind encourage the 
more dkcti\·.: use of rni~r;1mme hendih hy the si.:ctor. 

By l'l'l..J. it w;1-. .,;\·idi.:nl th;:! m:my ••lhlack-. 1<11h.: dcvdopm.:nl of sm;1ll cnl.:rpri-.c' remained. not 
the least import;ml 1lf these were th.: bck of c1><mlina1ion among the many support ;1gcnries and 
\;.·cak linb h.:twc.:n r·ilin initiativ.:-. ;md pm!.!r;1mm.: .. and prnj.:cts. In a OC\\ acli1lll pl;in drawn 
in t•l'l.i.2 -~ · -..:\cral furthc~ mca-.urc-. \\<.:r.: idc-ntilicd ;is n.:c.:s-.;1ry. Most imp11rt;1nl. h11Wc\·cr. the 
ncw strategy callcd f11r thc •-rc;1tion of a p;1rtncr-.hip hdwccn gnvcrnmcnl. the pri\·;itc s.:clor. n11n­
govcrnmcn1 11r!!;tni/;1li11n-. ! '.\( iOs) ;_nJ th.: d11nor community. Efforts arc to fpcus 110 increasing 

th.: impact of th.: cxi-.tin" in-.1i1u1i11n-.. not on cr.:a1in!! n.:w 11ncs. 

impr11\·ing mcd1;ini,ni.. f11r p11licy ;md -.1r<1IC<!Y implcm.:ntation. coordination and 
monitorin!! 11f S\iE and juu kali activities. and ;isscssin!! the imp;1cl of -.uch p11licics and 

programm.:-. "" target hcndici;1ri.:s: 
impn1\·in!! th•.: k!!al and rcgubl••ry cminmm.:nt; 
th.: d.:vdopmcnl of in-.1i1u1ion;1I and phy-.ic;1I infr;1-.1ructurc: 

markct lk\cl11pm::nt for S\IE and j1111 k111i prod1Kh: 

impr11\ill!! ;ircc" 1.1 crcdit ;rnd linanrc: 
1cd10,1l11!!Y and 11·drnic1I -.kili-. 1k·\cl11pmcn1: 
imprP\ing thc dc-.il!n ;111d ddiwry ,,f 11lhcr \ital "upport progr;imm.:s for Sl\!Es ;ind juu 

k11/i cnl.:rpri,l·.,: 
promoting thc inrnl.-crncnl of \\t1m,·n in SI\ I Es ;ind jua kali dcvcloprncnt: and 
f;i,·ililating inf11rn1;i1ion !!alhcrin!! ;ind di-.scminatiPn. 

,\ furthcr wn,1r;1in1 lo th1· d::\dopmcnl of S\IE-. and j1111 k11/i .:nlnpri"c' ha, hccn indu,trial 
h:rhnology. TP ,.;i,c thi, ,it11;1liPn. thc Kcny;1 lnd11,lri;tl Rc,c;irch and lk\dPpmcnl ln,1i1111c 
(KIRDI) h;1, bc,·n dir,·d ·d 111 f11rn' dfPrh 110 thc rc-dc"i!!n and ad;1plaliPn 1if lcchn11logic-. for 

uw h~ S\lh. 

C ii\.:n I h;1I l hc pn n· 111 ,h;1rc 11f I h,- P"P11L11i1111 (i,in!! in urktn ar.: ;1., i' ri,ing r;1pidly and plarin!! 
a !!fC:I( \lr;1in <lll f.!11',l'fnlllClll\ limilcd fC,llllrCC,. lh.: prol11Pli11n of habn(·.:d dcn:(opmt.:O( and 
lirni1in!!. IP lhc n1l·n1 pn•,il•k. 1lw n11111hn nf p.:11pk migr;11in!! lo thc ritio. is abo a key policy 
nmrcrn. Thl· pr1>111111ion 11f 1h,- j1111 k111i 'crlor and th.: d.:\d••pnll·nl 11f S\IEs i, ;i m.1jor part of 
the cff11rt 111 h;il.111n: Kcn\;1\ dnd11pmrnl and .:nr11uragl· rur:il d.:\dopm.:nl. Beginning in fCl:-17 
\\ilh 1h1.: rrca1i11n of 1h,· 1>i,1rirt D.:,.:l11pmcnl Fund and rrc;1li11n of Rural Trade and lkn:lopmcnl 
C'cntrc,, K,·11~;1 h.1, h,·,·n ,·nwur;1!.!in!! tlw ncalion of nnpl11ymcnl. sclf-cmplnymcnl and SMEs in 

1hc rural arc;"· 
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Ocher measures lo encourage Che dc\'d11pmenl of industry .1u1side of late urhan area..s include 
im·cslmenl inCl'nli\·es f11r new imcslm1:n1s made in holds or manufacturing outside of Nairobi and 
Mombasa. 

Industrial technolo~ 

A crilical componcnl of Kenyan industrial policy is 1h:: prommion of imluslrial lcchnology. 
Kenyan indus1ry will only be able lo compcle on world markel.s if ii has lhc .same advanlage.s of 
modern and ncw technologies as olher wun1ries. To assist in 1hc lransfcr of lechnolob'Y from the 
devcl11pcd ewn11mics lo Kl·nya. lhe g1wernmenl has cslahlished a Nalional Council for Science and 
T echnolocv. This wuncil is in the proce:-.s of formula~ine Jn industrial tcchnohic\· n.1lin-. While 

~- '! -· t"' • 

nol yel complc:ll:. thi:y aim lo cn:ale a policy thal \\ill::!-', 

huild local 11.'chnnlogical capacily and cuhure with a slrong national inclination; 
prmide guidclin.-s on lechnological de\·dopmcnl. choice and transfer, and lhc adaptation 
of lechnology; 
slreamline and s1;eng1hen insliluliunal arrangcmcnts and linkages and build capacit~ and 
promoh: pri\'ate se..:tor participation in the dc\·clopmenl of induslrial lechnology. 

The primary lec!tnological inslilution in Kenya is 1he Kenya Industrial Research and Devclopmenl 
lnslilulc (KIRDI). It was cslahlished in 197•) hy lhc Science and Technology Acl and comes undLr 
lhc Ministry nf Rc:,earcl>. Science and TcchnoiO!,.'Y· KIR DI is a muhi-disciplina1 ~ inslilulion 
conducting n:sc;irch in induslrial and allied lcchnology in the ;m:a:-. of civil and chemical 
engineering. elc:clronics. mechanical cngincering. lextilcs. fibres. pla.slics. ceramics. clays. foods and 
chcmic;1k It ;1l"1 condm·h rcscarch in lhe fidd of mining and power resource de\·clopmenl. 

The lnslilule is m;1mb1ed l": crcale facilities lo enhance indigenous scienlific and technological 
capahililies for fully cxploi1:ng 1he n;11:on;1l resource polenlial; facilitale lhe lransfcr of technolob'Y 
lhrough lhc rcdo.ign of !oc;1l l·quipmcnl and/or lhe ad;1plalion of lhe lechnology lo local 
endowments where nen·s . .;ary: sclecl identified technohigies and establish pilol projecls for 
demonslrarion; and provide inform;1lion on appropri;1te lechnologics lo industrialist and 
cntrep•encur .... RccL·nt <lircLli\'cs ha\e pbred emphasis on the adaptation oftc(·hnolo!!ies for small 
induslrics in p;1rlirubr. 

ln\'e!'ltment polk)· 

Under Kcnya·., ncw rd11rm policy lo reduce !!o\'ernmcnl in\'olvcment in the economy, governmeril 
inveslment in arc;1s ouhide of infr;1.,lructurc an<l tho.,e projects necessary for the delivery of social 
... erviccs (.,cho1•b. hospi1;1ls. clc.) is al.,o lo he rcduccd. Im·cslment in parast;1tals is declining. there 
i" a moralorium on ncw inwsrmenl in rhn.,e paraslalals slale<l fnr pri\'ari:1;11ion. Already in l'>-JS, 
55 per ccnl of lolal im·l''\I mr.:nt wa., acrnunrcd for hy thl· pri\'atc .,cctor. 

In ii:> efforls lo innc;1..,c lhc share of pri\'alc seclor investment. lhe gmernmcnt has pul in pl;1cc 
a 1hrr.:e-pron!! approach: to cncoura!!C inward and domc..,lic investment by remo\'ing fi.,cal and 
other re!!Ulatory wn,trainh which inrrca.,c imcslmcnl risk lo !!i\·c pri11rily in approvals in all 
... cclors of the econ11111y 111 job creating. dnmcsric resource u1ili1inc. infra ... lruclural and cxporl· 
oriented imc,tmrnh; and 1<1 facili1;1lc 1hc pri\·a1i1ation of the ... ralc cntcrpri ... cs and other sn\'iccs. 
To a lar!!e cxlcnt. orosi\i.: rcg11l;1tinn' rl·µarding licensing and price rnnlrnls which discouragr.: 
imestmcnl have hccn rcmo\'i:d. 

\\'hilc Kcny;1 h;.., 1111 gcrwr;di1cd imc,1111cn1 inccnrivc scheme in place olhcr than the inrenlives 
a\·aibhlc lo oporrcr' dl·,nihnl ;1h11\c, !here.: arc sc\cral ;1d hoc incenli\e\ that arc normally 
ncµo1ia1cd 1111 a c1,c·h~-c·1,e h;..,is. In Sn1io11al l'1111cr .\'11. I of l'}'J.I, howc\'l'f, 1hc govcrnmcnl 
slalnl ih inlu11 111 iniriak lq.:i,la1i11n f11r ;111 irm.:slmcnl c11dc which w11uld pcr!;iin ln both domc.,lic 
and forciµn inH·,111r' ;111d under \~hich tlH: lnvcslmcnl Pronwlion Crnlrc (ll'C) would operate. 
\\'hen pa....,cd. thl· Co1k i, 111 knd lr:1n,parrnry and arro1111L1bili1y lo rhc in\'c.,lmcnl prnccs .... 
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Some investment all,,wanc..:s arc in place. hut as of 11)95. th..: previous rates of in\"cstmcnt 
allowance: S5 pa cent on plant. machinery. huildings ;md equipment for investments in hotels and 
manufacturing cllncerns located outside of :'\airohi and Momhasa and 35 per cent for in\"estmcnts 
in those cities: h;1d hcer collapsed into ,me !lat deduction ,lf 60 per cent. (_\,mp;tnies with 
Manufacturer l:nder Bond status cnntinue to receive allow;mces of l!IO per cL·nt. 

lnvcstm.:nts in -.e\·cral scct;lrs ab.o rccci\'..: fav,1urahlc assc! depreciation treatment. Hotels arc 
deprcciahk at a r;1t..: of -l per cent per yc;1r. industrial buildings at ~.5 per n:nt per ycar. plant and 
machinery at 12.5 per cent per ycar. and \chides. trucks and tractors al 25-37.5 per cent per year. 
The rules on lo-.s carry f1.rward arc aiso liberal: tax :osses may he carried forward indcfinitcly. 

Ownership 

Tax holiday 

Import duty· 

Export duty· 

Income tax 

Corporate tax 

Withholdin~ tax 

Capital allonann.-~ 

Rl'miUanl·e 

St;ilT rt·ffuillm·nt 

Location it1l"l'1tliH·~ 

rn~pllll' n·.,11l11lion 

\11//f(,. 

Box I.A. lnw!ltment incentiws 

100 pL·r cent foreign ll\\n..:rship pcrmilled 

10 y..:;tr-. for cnt..:rpris..:~ ''!'crating in EPZs 

C;1pital gnods. machin..:ry and plant ..:quipment with a 
\';1fu..: greah:r than KShlO million: exempt from import 
duties 

Raw mal..:rials for export goods: duty free 
Inputs for MUBs and EPZ.'i: duty free 

1-.•7.5 per cent <lcpcnJing on tax hrackd 

Vi p..:r cnl rcsi<lcnl companies 
425 p..:r c..:nl hrancht:s of non-r1:si<lent comp;inies 

75 pt:r c1:nt. wi1h a 10-yt:ar 1:x1:mp1ion pt:rio<l for EPZs 

Hotd ;ind m:mufocturing sectors: hO per crnt allowance 
:'\ll 'B~ and EPZs: llMl p..:r ccnt allowance 

Fret: operation of forei!!n currency accounts 

:\11 r1:-.tric1ion 11n rcmittanc1:-. 

~umnnus inlTllli\'cs apply lo lhc EPZs: \'AT 
excmplions. imp11rl duty ncrnplions. lax holidays. no 
\\.ilhholdin!! l;ixc-. and low dcprecia1ion rail'.-. 

J'ru1t:c1i11n dau-.c. hil;1h.:r;1I 1rcali1:~ and member of 
\lf(j,\ 

IC"SI D wnl rarl ing SL11L' 
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In some cases. the duty on imported gt>ods can he reduced. For cxampk, du;ics on machinery 
and cquipmi:nt can he rcc.iuccd to Ill per ci:nt if the inn:stmcnt is expected 1t1 result in a net 
for.:ign exchange earning or sa\"ings for Kenya. Custom duties on imported plant and equipment 
for use in industries hicJtcd outside of m;•jm towns can also he charged at Ill pcr cent. A 
reduction in duti~·s and tax 11f 50 pcr crnl is grankd to industril-s locakd within Nairnhi and 
l\1omhasa and 11thi.:r urban areas. 

f"oreign imestment 

As noted thn1ugh11ut this study. one of th.: most critical factors hampcring Ki:nyan gro\\1h and 
dc\"dopmcnt ha, h..:~·n a lack of invcstmi:nt funds. Over the yc.:ars. the.: amount 11f foreign direct 
inwslmcnt (strategic and portfolio) has been limited. It is estimated!.~/ that there arc a total 
of 1811 transnatillnals with some form of investment in Kenya. while total foreign invcstment in the 
wuntry is thought to he around $3 hillion (including profit rcinwstmer.I). British companies arc 
the larges! im·c~111rs. followed by companies from the Unikd Sta1c.:s and Continental Europe. 

In l'l<l-l. th.: lmi:~lmenl Pwmllli1>n Ci:nlre rccei\ed onl1· ~2 invc~.tmc.:nt prnj..:ct proposals. ~"wn 
frnm 112 in i'l'J.'. of whid1 25 w..:re fnr manufacturing umkr h1ind. In fact in rec..:nt years. th..: 
only signilic.ml n..:w hr..:ign im·..:stmrnt that has taken plac..: has hc.:cn in the oil :-.cctnr. Existinr. 
invcstnrs. how..:v..:r. h;1\·..: ccntinu..:d tu ..:xpan<l th..:ir operations. 

In an dfnrr 111 in..:re;N: the ;mwunt of foreign in\"estmcnl !lowing lo the country. an important 
c.:l..:menl of the country\ ncw economic reform policy. many of the regulations on foreign­
controlled firms that were making operating in Kenya difficult have h..:cn and arc in 1l1e process 
of hcing renwved. The limit on local hnrrnwing hy foreign firm.>. for example. has now hc.:en 
lihcd. 

Foreign invcstmrnl is nn\ .. hc.:ing acti\-cly pursued by Keny;1. (iowrnmenl oflici:1ls now st~css the 
need lo free the country from dcprndence of foreign aid. hy incr..:asing the amount of foreign 
investm..:nt as wcll as ;!<.:ncrating domestic c;1pi1al. All s~.:tors of the economy have hcen opened 
lo foreign im..:~tmenl so lung a' thc inv.. mcnl is scl.n lo im:rease emplllymenl. accomm11dates 
lncal invi:slmcnl. h;1s nn advcrsi: dkct on the cmirnnmcnl and ha~ n11 adverse national security 
implicatinns. \\'hik cxport-1•rien1nl invi:-.tmi:nts arc partirnlarly fa\"oure<l. 1hosc largcte<l al the 
local m;irkcl ;ire ab11 cn•11ura!!i:d. Foreign imi:,lmi:nl is also permilled in the privati:tation process 
( sc..: I- llW). 

lln<lcr Kcny;in bw. f11rcif!n imestnr-. arl' 1!llarantecd prolcctinn from expropriation for reasons 
uther th;in n;1tiPn;tl -.i:rnrity and thi:n bir and prompt wmpi:n.,;1lion will !w madl'. Capital and 
prPfil repalri;1tion j, also gu;irant..:i:d undi:r the Foreign lmi:.,tmcnl Prntcction Act (Ff PA). Under 
the pro\"i-,ions of thi-. Act. !he follnwin!! may he ri:patriali:d: after l;1x proliis. including retained 
profils lllll capit;1li1i:d: tlw h1111k \·;tllll' of th..: initi;1I invotment plu-. rclaincd i:arnin!!s that han: nnl 
been c;1pi1ali1cd: and prinrip;1I ;md inli:ri:sl ;i-.-.ociatl'd '.\ilh any lllan specifie1l in thl' l ertificale 
of -\pproved Enterpri,L·. Thi, Ccrtili,·alc. ohl;1incd from the l\lini,try of Finance. i' required for 
rcrl'ipl of Fii',\ !!11,aranl·;c-.. \\'hik deb~' in rcpa!riatinn wcrc noloriou" in lhe fl"''· Kl'nya\ 
hl'ahhy foreign ndi:111gi: ri:-.cnc., ha\l' r..:nH•\ed thi., problem. C1pi1al prnfits an.- nnl rnrrently 
rcpatriahk. hut ;.re t:\lll'llcd t.i he'" "'"n. 

Ki.:nya i-. ;al,o a m..:mh..:r of the \\'llrld Bank aflilialcd Multilateral ln\"e-.11111.:nl (iuaranlcc Agi.:nry 
( :\1l<ir\) which j.,.,uc' gu:1ranll'c' a!!.1in~1 non-rommcrcial ri,k. 1\ml. the wunlry is a member of 
lhi.: lnlcrn;1ti1mal Crnlrl' fllr thi: Scllkmrnl of 111\·e.,lmcnl Di~.pulc., (IC'SID). 

There arc gi:11n;1lly no rl'.,trirtion' 011 thL· forl'ig11 O\\JlCf,hip of firms engaged in r11mmcrrc and 
indtbtry in KL·n~a. Th,·re ar..: ri.:,1rirli1111' on i11'ur<1nrc n•mpanic'. ''hich require Kenyan 
particip;11io11.~1 • Th,· ;irqui,ition nf dP111,·,1ir firni.. hy f11reig11•:r-. 1111 thL· N;1ir11hi Sloi.:k Fxchangi.: 
is rc,tr:.·r,·d. h1reic1H:r' ,,r,· 011lv allmH·d '" llWl1 .tll per ru11 (r;1i-.ed frnm 211 per n·nf in r\ugu.-.t 
1'1'15) ol lhc ·,h;1rc' 11f :1 1.1r;tl romp.111\ .ind .iny -.in1'.k ifl\,",l11r 11i;1y 11\\ll ·'po n·nt. l indcr 1h1: 
Rl·,trirfi\l' Tr;11k l'r;irlir.·'· :\l111111p11lil·, ;111d l'rir,· C'onlrol 1\rl nf t•is•i. tlil'fl" ;ir,· rr-.trirlion· on 
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the purchase llf ;1 firm hy a firm in the same industry and the merger of two or more firms in the 
same industry. 

There arc nll n:stri.tillllS on the foreign purchase of real t·s1ate except for agricultural land and 
sea-front ploh. 

Locally registen:d !.•reign-controlled companies an.: n1ll discriminated against in terms of taxation. 
All locally registered companies arc taxed at a rate of 35 per cent. When withh11lding tax is taken 
into considcratitin. the effective rate is -ti .5 per cent for fl1rcign firms. Branches of foreign firms 
arc taxed at -C.5 per t·cnl. Incomt: is ddint:d as total worldwide income. kss exprnses incurred 
in the gt:neration of that income. No credit is gi\en for taxt:s paid on that income unless the 
country in which the tax was paid has a dnuhlt:-laxation trt:aty with Kenya. 

Currently tht:rc arc taxation treatit:s in place with eight countries: Canada, Dt:nmark, Germany, 
Norway, Swt:dcn. the UnitcJ Kingdom and Zamhia. None of th.~ treaties rcduct:s th~· withholding 
on dividend or inlt:•t:st r..::nillanct:s paid Ill m m-rt:sidcnts. Only th re..: prmidc for a reduction in 
th...: 20 pt:r cent withholding on rnyahit:s and management fees. Treaty rates art: lower for Canada 
al 15 p.:r c..:nt for hoth rnyah;cs and kes; the United Kingdom at 15 per ct:nt for royal!ics and 12.5 
per cent for b:s; and India al 17.5 pt:r ct:nl for fees. 

Public enterprise reform and prh·atization 

As noted ahovt:. one of the· principal ohjecti\·t:s of Keny;1"s inwstmeni policy is the privatization 
of 207 of tht: 2-lll paraslat:1l t:nt..:rprises. By tht: l1JSlls. it was ckar that tht: parastatal t:ntt:rprist:s 
wt:n: not achieving tht:ir primary objecti\·e.~ and wt:rt: far kss efficit:nt and prnductive than 
t:nlcrpriscs in tht: pri\·att: s1.ctor. All parastatals rcct:ivcd direct and indirect suhsidics from the 
government and number of them wen: large loss makers. In June 1982. a working party was 
formed to study gmernm•:nt t:xpcnditurc. Tht: resuh of that. as indicated hy suh'iequcnt studies. 
was that the poor performance of the para-.tatals accounted for a large portion of the domestic 
budget delicit. Di\·estitur;; of many and full pri\atization of other parastatals was n:commcndcd. 

The followin!! sumn~~~izcs an analy-.is nf the para-.tatal seclnr in the years 19St1-l')')I conducted 
hy the World Bank.-' 1 

Ellidenc)· indirntor~ { 19X6-1991 I 

Tola( \·;ilue added (annual percenlag.:) ll.:'i 
Value <tlllk:d in manufacturin)! (annu;1( pem.:nlage) -IU 

Change in tot;1( fonor prnductivily (annual percenlage) -ll.7 
(irowth rale of labour u~1:/gro .... 1h rate of lahour tN.: 

in I he prival.: ~ector ().(, 
(iro\\1h r<1le of c.1pit;1( inpuh/grnwth rate of capital 
in the pri\·ate ~ector 2.1 

Relationship to hud~1·t and l'Xkrnal an·nunls {I 9H6-1991 I 

Ncl lcndin)! and equily to p;ira .. 1a1af,/o\erall 
net lending hy )!O\ernment (perrenla!!e) 15.4 
Prolli... inlne'I and di\idcnd pa~mcnh/lax re\enu..: .l7 
P<traslalal exlt:rnal dehl /1t11al puhlir and public ).!Uaranteed 
debt ( 1'>'111) (pem:nla)!e) 17.0 
Para~lalal extern;il dchl ~cniring/lnlal ( l')')O) (pern:n1;1gc) 2:i.5 
Nrl rxpnrh of par.1.,lal;1b/101al nd cxpnrts (pcrn:nL1)!C) -27.7 
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Relationship to Banks and Non-Bank Financial Institutions (1986-1991) 

Paraslalal deposits/total commercial hank deposits 
Par .1qa1al deposits/total NBFI deposits 

6.7 
ll)_I) 

Parastalal credit/commercial hank credit 
Paras1a1al m:di1/NBFI credit 

6.0 
1.3 

In 1991, the prnn·ss of privatizalion was estahlished in Kenya under the administration of the 
Parastatal Rcf11rm Prngra·nm.; Commilll'I.! (PRPC) which is und..:r the chairmanship of the 
minister d finance. Thr Executin: Secretariat and T cchnical Unit ( ESTU) of the PRPC 
coordinat..:s and manages th..: programme. 

The goals of pri\·a1iza1ion i11 Kenya arc to: 

enhance lhc role of private scclor in the economy: 
rcduc..: 1he dem;1.1d of public enterprises on th..: Treasury: 
ralionalitt· 1h..: operations of public ..:nli.:rprises; 
imprnw 1h..: rcgublnry cm·irnnm..:nl: and 
br11ad..:n the hasl· 1•f ownership and c:nhanc..: lhc capilal markeh. 

Undcr Kcnyan bw. sc\"cral mc1h11ds may he used to priva1i1c a slalc-owned enterpri~e: 

public offering (IPO) of shares on the Nairobi Stock Exchange: 
the sak of share:. through a privalc placement; 
m:gotiat..:d trade sales in so far as preemption rights exist and have been exercised; 
sale of enll:rprisl· ass..:ts (including liquidation); 
new pri\·a1e invcslmenl in cnl!:rpriscs: 
emplnycc/man:igemenl huy-out: and 
leasing or award 1•f management cnntract. 

By Octohcr l')<).t, h 1) ..:ntcrpris..:s had h..:..:n disposi:d nf the following way: 

Liquidalion (dormanl and ins11l\"enl enlerpriscs) 
Preemplin: righi... 
Rccei\crship 
Voluntary liquid;it ion 
IPO 
Compctili\c bidding 

211 
211 

7 
(1 

5 
5 

According lo th..: Policy Paper on Public Enterpris..: Reform, of October l'N-l.28
/ a further 58 

enterprises wcr..: sbt..:d for pri\"ali:ration through prccmpli\e rights. 2<1 through compctitivc bidding, 
and 19 via IPOs. Th..: pmatitalion m..:thod fnr eight enterprises had not yct becn chosen. 

As has bcc:n the co1sc in all country\ undertaking such a policy. it has not b1.:en withoul its crilics. 
On the dome.slic side. complaints hav1: rang1.:d. as on1: would 1.:xpect. from accusations that the 
country's "crown je\\i:ls" a·e being sold loo cheaply, to the country is "sdling out" to white 
foreigners. On the internalional sitlc th1: wmplamts arc mainly Iha! the proc1.:ss is moving too 
slowly, especially in th1: eyes of the multi- and hilaleral donors. 

Largely in response lo the complaints of a lack of tran~.par1.:ncy and speed, the government 
puhlished the October 1'11)~ poli1.:y paper o:i privati1alion. This parer spelled out in dct;1il its 
intent to follow a strict set of rules regarding th..: procedures for privalitalion. including thl'. 
p11hlicati11n of th..: ai1cri;1 IP he us.:d 111 ;1sscs hids. These proc1.:dures and principles arl'. given in 
Box I.A. 
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Rox l.R. Procedure~ gU\eming Ken)-an prhatiz.ati4•o 

I. Enlerprises \I.ill be divested inlo compclitive markets: intact or unregulated 
monopolies \\ill not he sold. 

2. Buyers will nol receive s(X'cial prnlection or accc's lo credit on conn:,sil'oary 
term. 

3. In cases where the glwernmenl retains a minority share. it \I.ill not exercise any 
special or extraordinary voting rights. except in limited. predetermined and well 
defined policy areas. 

4. Excluding financial and operational (hut nol physical) restructuring that arc 
necessary lo p1cpan: slate cnlcrprises for sale, there \\lll he a moralorium on new 
government invcslmenls in enh:rprises that arc to he pri\·ati/ed. 

5. All privalitalion sales \\ill he on a cash-only hasis. with the possihk exceplion of 
shares sold lo employees of lhe firm. 

6. No specific class of po1cn1ial purchasers will he excluded from lhc process. 

7. All transactions will he conducl\:d in an open and lransparcnl manner. consistent 
wi1h normal st..ndards of commercial discretion. Unless justified hy the existence 
or kgal rights. no prcdctcrmim:d direct sale or nego1ia1ions hy privalc lreaty \I.ill 
he cnlcrlained except after puhlicly soliciled hids have heen ohlained. lJr.m 
complelion of the sale, all aspecls of lhe lransaclion will he in lhc puhlic domain 
where appropriate. this means: 

a prmpcclus or offering memorandum will he prepared and puhlishcd for 
each firm lo he sold; 
full fin;.mcial, man;•gcmrnt and olher informa1ion \I.ill he availahlc to 1he 
investing plihlic; 
fair ;ind equilahlc bidding procedures will he cstahlishcd; 
crilcria for ranking hids will he estahlishcd and puhlishcd; 
hi<ls wil! he opened in puhlic; 
upon lh;; complclion of lhe sale, lh<.: n;1mcs or lhc purchasers, lhc price 
paid ;ind condil ions of the sale will he made puhlic: and 
lhc valualion of lhe ;1ssc1s and derails of lhe offcr reccive<l will h1.: in the 
public de.main. 

8. To promote and en:,urc compctitivcn1.:ss of lhc mark<.:ts in which privatitcd 
companies operalc, lhc gowrnmcnt will conlinuc lo build upon exis1ing anli­
monopoly h:gi,lation and lhc inslilufional capacily to implcm1.:nt it in a lranspan.:nl 
manner. inrluding puhlici1ing ii. 

9. The sale of a puhlic enterpri~e or porlion thereof lo anolhcr puhlic enlerprise or 
public institution will not he considered as priva1i1ation. 

IO. No new parastalal will h1.: established in lhc produc1ive ~ector <.:xccpl for 
invc~lmcnls made purely for vcnlure capital as~i~lancc lhrough the reslruclured 
d1.:vclnpn11:n1 finance instilulions. 
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Again in his l'l<I:\ buJgd .;p.:..:ch. Mr. '.\luJ;1\aJi pkJg.:J 111 ~1x:eJ thc prncc~' o!- pri\;1ti1atinn. By 
Junc of l'N:'. ;1 total ,if hi cnlcrpri~c;,, h:1<l lx:cn solJ gcncr;iting KSh2tl million for the Tr.:a.-;ury 
and KShlllO milli,m f11r ihc lmlu-"lrial Dc\dopm.:nt Bank (IDB). lnduslrial and Commercial 
Dcvd,•pmcnt Corpm:11io11 (ICDC). Kcnya Tourism Dcwlopmcnt Corporation amt othcr holding 
rnmpanics. By the end of l')'J7. the go\crnmcnt hopc:s t11 havc sold its holJings in all hut .H 
strat.:g:ic cnlcrpriscs. For thc purpose' ,,f thc rctcntion of state ow11crship. stratq~ic cnlcrpriscs 
arc <ldincd as ih,bc which pnl\·idc cs~.:nlial scr\"iccs ,1r play a kcy wk in lcrms of national 
sccurily. health anJ cnvironme:1tal protccti11n. 

Enterprises sbt.:d f11r pri\atil'ati,in~'1 
· induJc lhe n1un1ry"s six sugar compani.:s. and cntcrpriscs 

in lhc kxt!k. c.:mcnl. h,1td. hanking. retail f,,..,J m:irkds. \\incs an<l spirits imp,irl:-. insurance an<l 
r.:al estalc "cclnr,._ The gll\crnmcnt·,. st:1kc in the .\•) lea processing faciliti.:s :irc also lo he 
priv.iti:rcd thwugh 1h.: sale 111 small h11li.krs_ 

Th,1sc cnlcrpri"c" h• remain in state hanJs include utiliti..:s. r:1ilways an<l the postal ;iuthority. The 
i.:kcnmmunic;1li1111" p11rli11.1 nf thc K..:nya P11~1 and T ckc11mmunic:11i,111s (KP& T) i~ Ill he spilt off 
am! Sl>ld. In b..-i. 1hc J.-Iay in pri\ali1ing 1his p.1r1i,111 of KP&T h;i' l>..:cn the c;iusc.: ,,f som..: 
knsi11n bcl\\~·cn th..: g1•v..:rnm..:nt ;inJ ~..:\..:r;1l of the <l1111,1r 11rgani1;1ti11ns and countries. 

Bccaus..: much nf \\h;1! i, n..:..:<lcd in 1h..:s..: cn!crpri:-.cs. ;1s i:-. gcn..:rally th..: c;1:-...: in :-.latc-1mncd 
c.:ntcrprisc'. W••r!<lwi<lc. i:-. 1h..: inll.iw 11f n..:w 1..:chnolog\·. managcm..:nt kn11w-h11w :inJ inn:stmcnt. 
an<l with the bck of funds a\·;1ibbl..: in K..:ny:1. thc olwi11u:-. pl:u....: hi turn i:-. tn for..:i!=-n stratcgt:.: 
in\cstors. F11rcign :-:1rtinp;11ion ;1ml ink·rc:-.1 in tho: prn..:..:s:-. h;1s h..:..:n limited 1hu:-. far. howc\cr. 
Of the ti•) enterprises :-.olJ 11r liquidated hy Ck1nhcr l'l'l-J. foreign p:irticipatinn wa:-. almost 
c.:xclusin:ly limi1..:d 111 !ho: huy-11UI of the g11\..:rnm..:n1·s share nf an existing j11in1 \t:nturc. 

LTnJc.:r the pn•..:c<lur..: and pbn ..:slahli,.h..:<l in tho: Oc111hcr I'"'-' policy paper. livo: parastalals tlial 
ha\·c ;i major impacl nn the.: economy ha\c hc..:n chos..:n for immc.:<lialc rcs1ruc1uring. The.: 
r..:sponsihility fnr rcslructuring th..:sc cn!l.:rpriscs Lills lo th..: Dcp;irtmc.:nt of (jm·crnmc.:nl 
lmestmcnh anti Puhlil: Enlc.:rprisc.:' tDCilPE) within tho: !\tinistry of Financ..:. DCilPE will 
rcprc,..:nl !he go\ernmc.:nl°' ownership rights in public cnleqiriscs wilh minority slate 'h;ircs ;m<l 
t;1l.;e tho: 11\c.:rsight and kadcrship rnk in tho,..: where the ~lak has majnr;ly holdin!!s- D(ilPE will 
J..:,is..: and l:x..:cuk 1h..: r..: ,(ructuring of th..:,..: ..:nl..:rpri,c·s. and in 1he long term. hi: ro:,p1>nsihk for 
moni111rin!! lh..:ir p..:rformancc. c1rr~ing oul dfccli\·c d..:hl manag..:mcnt. ;1s \\,·ii as prn\i<lin!! a 
con! rolling ;md ;trrllunl ;1hi•i1 y funrl i .. n f11r ;111 hud).!d ary ;1!111.:;11i1111' lo t hl- par .1,1 ;11ab. 

Sdl't'll'd in.,titution., '"lll'°rtin~ indu .. trial dt•\dopmrnt 

hnt•.,lml'nl Promotion l°l"nlrt" lll'Cl: Cr..:;.:~d hy an Act 11f l'arli;1mcnl. lhc ll'C 'crvcs a' ;1 
prir1;1ry 1111inr l'I ri111!;1c 1 fpr h111h d11111eslic ;ind f11r..:ign in\o:,lor' explminl! lhc inw,lml·nt 
1>J'p•1rl1111i1ie, in lh..: l·•lll!llry. r\1111>11).! 1>lh..:r 1hing,. 1h..: II'(· prll\idcs h;1,ir inf11rmali11n on: !he 
imc,lmo:nl dirn;1t..:: in\..:,fm..:nl r..:).!uL.ti1111': n1;1jor in• cslm..:nl 11pp11r11111ilil·,: ;1d\·irc 1>11 11hl;1inin).! 
fi11;111re: ;ind a"i,1;1nr..: in ;irr;111ging ,ill' \i-,iis. The II'(" can ;i(,o prn\idc ;1ppro\;d fur pr11jcch '" 
Iha! im..:,lnllnl n1;1y h..:).!in \d1ik !ho: rc·quirl·d lic~·n,..:~. ar..: heill).! applic·d for. 

.. \frkan l'rojn·t Dndnprm·nt b1rilit~ f:\l'l>Fl: r\l'DF w;" ..:sL1hli,h..:d j11intly hy !ho: IF(·. l ::--:DP. 
l .S:\11> and 1h,· ,\l>ll 111 ''Tf'[H>rl n11:di11rn-,i1c·d .-\fric111·11\\11c·d prnj1·ch. r\,si,r;tnrl· j, nffcred in 
pr11jer1 prqi.ir;1ti1>n. l11c11inc j11in1 \<.·n111rc· p.1rln<.·r, and nn.'.11liating pr11jcrl linanrc 

h·1h·rati1111 111" "t'll~a Emplo)t"r' 1F"E1: T:1L· Fl\E \\a' ..:,1;1hli,h~·d in 1'15'> 11nd.:r lh·~ Trade 
l · ni• 111' :\d ;" .u1 ·'""'·i.1. i1 n I 11 r..:pre,l·nt I hc n 1lkr1 i\ e inl cr..:>h 11f l he ro1rn1 ry.-., cm ploycrs. lh 
111;1j11r 11hjc·l'li\L· i, 111 dd1 nd lh<.· inkr<.·'1 11f L·mpl11yLr' \\hik al the 'ame 1imc rai,in).! lh..:ir 
r1111'1·i11thn<.·,, 111 1h,· i1111·111L1nr<.· of prorn111ing inrrL··"<.·d Lthour pmdurli\ily. '1111nd man;1).!~·mcnl 
pr.tr! irl·. hl"tkr indthl ri;il r,·l.11 ion'. Lair l.1!>11ur prartirr· .. dkl"I i\c w11rk 11rg;111i1;1t ion and '' aff 
m11li\.1li<>n in 1h, r,·.di1.11i11n 11f lhc·ir firm< lull poknti.d 1"1-..L h,r. ;ii'" 'p11ri-11r1:d 'nnal 
pr11cr.u11mc·, aimc·d ;it lhc· 'lll'P"rl :111.I dnc·l·•pmvnl 111 ind11,lr\ in Kl·11;;1. Tlw Small Entt·rpri-.t• 
l>t·H·l11111111·11I l'r11~ra1111111· j, 11rll· '11.-!1 (HPt'.r.111111w l"l\L dc·\cl11pnl lo pr1111111tc· the improH·m..:nf 



in 1h..: p..:rh1rm;1n•.: ,,f -.nuli c.:nt..-rrri-...- ... _ It pniviJ..-,.. pr,iJuc.:ti\·it~• anJ 4u;1li1~ impnn.:mc.:nl 
programm'"'· pr,ni.1:.:-. a Jata ha:'..: :mJ 11.:1w,1rking ,,f bu,;inc.:,;..' informalion. It abo offer-. 
manag..:m..:m .-.in,..uh;mcy. kg.al aiJ anJ 1..-~·hnlllngy -..:r\"i..:c.:,... ll v.-ill a,;..-;j_,t in th.: prc.:parati,1n of 
k;1-,ihility stuJio. impr,1\..:mc.:nt in m;.arkl.'ling tc.:chni'-luc.:s. anJ pnmuc.: suh.:ontr:1..:1ing anJ cn:Jit 
;u.histiry ,..c.:r,·icc.:-.. II ;1bo hdp!( to facilitat..: the: transkr of tc.:chn,1lo~·y fwm brg..: to -.mall 
c.:nt..:rpri-.c.:s ;mJ h.:1w.:..:n small-!>cak ..:nt..-rprisc.:~ and olfrrs training and foll,>w up aJ\i ... c.: on 
hu-.in;.:ss m:m:rgc.:mc.:nt. FKE ha-, s..:\•:ral other initiati\c.:s aim;.:d al supporting industrial 
Jc.:\dopmL'nl indmling !he.: Total Qualit~ \fanagement ProgrJmme and \·ari,1u-. oth.:r h:chnical and 

mana!!t-'nKnt tr:rining pn•l!ramm.:'>. 

Kt'n)<l :\.-.soda I inn of \lanufactu~i-s t KA\I >: KA\1 was L"sl:rhlishc.:d in f'J.59 a-. a wrporalc.: htiJy 
bringing lllgdh..:r intlu-.tri;1lists in ar. t•rg:tnil'alitin aimL"d al c.:nc,1uraging in,·..:-.tmc.:nl anJ the: 
dc.:,-dnpmc.:nl ',f K..:n~ :i · s industrial p. >lc:nl i.11. KAM h~1s -.;pt in,.., ired sc.:\·c.:ral studic.:-. 'if the: con.-;trainh 

facing Kc.:nya inJu,..try anJ lllhhi..:J gtwc.:rnm..:nt with ih findings. 

Kenya ~alional Chaml>t'r of Cnmmrn:e and Industry 11\.'."\CCI): The.: K..:ny:1 Chamh.:r of 
Cnmm.:rc..: :ind lndu-.lry w:t'> ._.,..t;1hii,..hcd in 1•u,5 anJ func.:linn-. in lh..: -.;mlt· mann..:r :ts Ch:1mh..:r-. 
;1c.:rtlS'> the Wt>rlJ. II pro\"id·.:,.. inform:rlit•n ;mJ lllhc.:r sur·r••rl -.cr\"i..:cs hi ;h indu_ ... 1ri:1I. cnmmcffial 
and -..:rvi..:c.: -..:Clor m.:mhch. I-''''. ·ct ha,.. br;mch..:-. 1hn•u~lw.;: th.: cnunlry. 

Ken)a Sm;11l Tr.ult·r~ Soc.·il'I)· I KSTS1: With -tlMlO m..:mh..:r, dr;iwn frnm ... m:ill ..:nl<:rpri'c'. KSTS 

fundinn-. :i-. .1 l11hl•yin!! "''''c.:i:1li11n f,•r ,m;11l hu,in..:,.., inh:rc,h. 

Ken)a lndu!'>lrial Kl'-.r<1rd1 and l>l'\dnpmt·nt ln,tilute 1KIKD11: E-.t:thli,hcJ in l'l-1'1. KIRDI w;i,;, 
rcmg:tnil't:d in 1'>7:'. .-V wdl •• , wndu..:1ing r..:-...:;1rch. KIRDI jlrtl\·idc,.. ;1J\"ic..: lo industry on 
..:xi-.1ing tc.:chntilc•gi..-, and :1ppn•pri:1lt: 1..:chn1>logy ch11i..:..:. II ab,, work-. le• modify and :1d:ipt foreign 
kchnnlllgi..:' 111 d, in1c,1 ic u,..,., and iJ..:nl ify l11c;1l 1..:chn1 •lllgy nc.:..:ds. 

Export Promotion Cnunt·il tEPCl: Thi, Pr..:-.id..:nlial Council w;i.,, ..:slahlishc.:d in l'l'I~ wi1h purpo-...: 
of pronlclling ..:xp11rt- ;tnd th..: d..:\1.:lnpn11.:nl ,if export inJu,lri..:~. A-. :in indqJCmknl cnuncil. it 
,..upp11rh ..:xporlcr' 11111\"cl :.:cim..: lh1: ,,(i,1:1Ck' :ind h1111kn..:c.:b facing 1h..:m to incri.:;1-...: 1h..:ir cxpnrl 
p..:rf1 irmanc.: t llPU!.!h :11hin: and th..: i1kn1 ili1".1t ion 11f n..:w m;1rl.....:h for K..:ny:tn pre 1tluc1ion. II abo 
<lr:tfh kgi,l;i1 j, lll fnr c11n,id..:r:1I i11n hy Parli:1m..:nl :ind m:ik..:, -.ugg..:'I ion-. '>n I h..: <l..:n:lnpm..:nt 11f 
in.:..:nli\·i.:-. :tnd rcl!uLiliPn d1:111!!..:' lh;st wil1 ,·nre1ura1!..: ..:xpe1rh furih..:r. 

Kl'nya Exporlt'r' --''~btann· Sd1l'me I Kt:-\Sl: KEAS i-. ;s Wt1rkl B:ink-fin:tnr..:d pri •jc.:l'l which 
prc>\iJ..:, fin;1nl"i;1l. 1..:..:hnic;1l. ;tnd m:irk..:tinl! a-.,i-,l:tnl"..: lei -.111:111 anti m..:dium cnl..:rpri'o 
m:tnuf:irlurinl..'. l\PrHr;1di1ic•n:1l nporh_ 11' prim.try !.!";11 j_, to ht:lp r:ti,..: 1h..: quality of lh..:,l· 

..:xporh. 

Kt·ny;1 Exporh'r lll'H·l1111111t nl Support f KEl>S l: KU >S i, fund..:d by l :s,\I D and q1ppc>rh th..: 
d..:\..:hipm;.:nt :ind l'.£C1\\lh cif nnn-tr;1ditilln:tl ..:xp11rh. T ..:chnicil :inti lin:1nci;1l ;1"i'1;111c..: i, pro\"ilkd 
111 btlth puhlil" ;ind pri\;1tc '..:l"lnr 111'titution-.. Foc.:th i' prim.1rily rn1 ,111;111 :ind m..:dium 
m;rnuf.1r! urine: ,·nt.:rpri,c:· . :!l!ri-hu-,in,·" ;and I r;1dine: -,cl"I 11r,_ 

The lf11rtirnl111r;1I Crop-. llt·H·lopmt·nt -\11thorit~ f 11('1>.-\l: 11("1>:\ ;111\1' 111 l.1,·ili1;1lt' the: 
pr1lllltl(i11n nf h11r!i1·11l!ll£l0 !fire1lll!fi [IJ,· dj,,,·111i11;1(i1ll\ pf m;&rl\l°! inlllrll\;1tiPn. c1rf!;1ni1inf! f!rtlllP' 11f 
,m;1ll l!rci\\C:r'. ;tlhi,inl'. f!r•mt:r'. pr11r,·v,11r' ;rnd cxp11rlcr-.. ;ind pro\idinl! 1cdinic1l 1r:1ining on 1h,· 
pr11pcr u'c of inpuh ;111d pP,1-h:irv..:'t h;rndlinl! 1..:rhni.111c'. I ID< ·A al"' monilcw, mov..:mt:nh in 

he 1rt i(ull 11r;1! pric,·,. 

St'lt·rh'd in~lil111ion' prm idini.t tinandal 'll(IJ>Ort to inclu'>trial dt·H·lormwnt 

lndu~lrial l>t•\t•loprnt·nt 1:anl.. tllHH: 11>11j,a1!11\l·rnm,·nt f11ndnl fin;1nrial i11'lil11ti11n c,t;rhfi,IJnl 
!11 pmrn11k th,· ,·xp.111,i1111 .ind mrnkrni1.1ti1m of m,·diurn ;111d Lirl'.L' intfu,rri;il cntnpri'"'· IDB 
pro\·id,·, 111,·di11111- ;ind (.,111'.·krm 111.111,, dir,·l I 1·q1•il\ in\t·,1111c·nh ;ind lo.tr! f!U;rr.1n1l°,., for projl·th 
in rninin1:. ;1!..'.r" indtblri,". 1·nl'.inc·ni1w. 1 .. uri,111. tr;rrhp11rl. ,fiippill!'. ;t11d ci!h..r ,,·r1e1r\. IDB 
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pro\idcs wnrking c;1pi1:1l and l·orp..1r:1lc aJ\"i:-.11ry scn·icc-.. IDB dtl<:S not normally finance more: 
than 50 per ccn! ,1f a prnjccl. t)r loan ur imol more than KSh75 million. Loan,. arc made on the 
ha.o;i_-; or stmnd finar.~·i;1l praclic.: and al markct ralc-.. The B;ink i_o; limited lo h11IJing no more than 
211 per ccnl ,if its p..1r1f11li,1 in any onc ~.:clur. 

Industrial and Commercial De'elopment CurporJtionllCl>CI: Foundcd in 1'>5.J. ICDC has acted 
as thc go,·crnmcnt'-.. primary m.:ans nf inn-sling in joint \·cn!Urcs with ht1th l1ical and foreign 
partners_ Ir. ih c:irly ycars. ICDC csl;1hli-..hcd many pr1igrammcs that pnwidcd funding for small­
scalc pwjcct-.. In rl-ccnl years. howcwr. il h;1s undergtinc a restructuring and it is now focu.~d 
on larger project-.. ICDC is mandalcd to pnwidc \·cnlurc capital in a minority position. secured 
long-lcrm loans ;ind cxporl financing. and managcmcnl ad\isory ~cnicc:s. ICDC will normally lend 
up 10 '2/3 or lhc -.ccur.:d ,-aluc or lo.ins hctwccn KSh5 million and KSh Ill million in si1c for 
industrial projccb and KSh'200,000 and KSh IO million for commercial loans. Ltians arc for terms 
of 5 lo Ill yc;ir-. and al m;,rkcl ralc:.. Thc ICDC will n,11 undcrlakc cquily -.tak.:-.. grcalcr lhan .it! 
per ccnl. Anwirnh al-.11 will rangc hcl\\.;.:n KSh~ milli11n and KShlll milli11n. ICDC largcts 
di-.p.•-.al of th·.: im.:,lm..:n1 i·1 1hr.:c Ii> -.ix ~.:ars. hul no! lnngcr 1l:an IO ycar-.. Alth11u!!h rnnsidcrcd 
,·cnturc r:1pi1:1l liiun.:in:,!. n;11-.l uf ICDC\ .:quily im·c-.lmcnl i-. pn•\ldcd ln cxi-.ting cumpaitics. with 
unly a limikJ p11r1i,1n g11ing 1t1 -.l:irl-up \Cnlur.:-.. 

D, .• ,l"lopnient ··immt:e Compau~ or l\t'n~a t l>FCI\): DFCK is a Joint \cnlurc hclwcc.:n Kcnya 
(lhrough thc ICDC) ;md lnc :"c1hcrbmb On:rsca'> Fin:mcc Company (F\10). lhc (icrman 
Dcvcl1•pmt:nl B;mk (DE<i). and 1hi: lnlc'.T!:1!i11n;1l Fi·uncc Corporalion (ffl'). UrCK providcs 
mcdium-lcrm -.hilling ;m1.I forcign currcncy finam:ing fnr inJu~1ri;1I. agm-proc1.·ssing and tourism 

..,c.:cl nr proj.:cl '-

[a!lt African l>e\elopment lfank tL\DBI: OwncJ prim;1rily h\- thc govcrnmcnlS of K1.:nya. lhc 
l'nilcd R..:puhlic of T;m/ania an,I l'.gand:1. th..: E.-\DB pri1,idi.:s m.:dium- and long-lcrm f11rcign 
currcncy dcn11111ina1c<l lo:tn' 111 prnji:ch in 1h..: rcgi11n. 

l\t'n~a Indu~trial btatr-. 1 l\IE1: Kl E is I hi: m:1in gm-...rnmrnl-owncd lin;111cing foci lily aimcd al 
pro\·i<ling lcrm l11:m' In 1!ii: coun1ry's s111;1llcr i:nlcrpri ... .:s. Estahli-,hc<l in J•)f,7 as parl of thc 
!CDC. ii was nffitially ..,plil nff fr11111 1hi: parcnl in-.tilulion in J•J75. Sinc1.: )')S.'\. KIE has had a 
programmc in pbrc 111 knd lo 1hi: informal ... cclor. KIE has traditionally prn\"idc<l ln;ins on ..,oft 
lcrm-.. hut i-.. now undcrg11ing a ri:-.1 rucl uring lh;1I will diminalc much of 1his ... uhsiditcd clcmcnl 
in ih ac1ivi1i..:s. 

Small Enlt'rpriw Finann· Comp;my 1si-:n·o1: SEFCO \\"' c ... 1ahli ... h..:d in l'IK.1 by a group of 
<lcvdnpm.:nl fi11:111c1.· in ... 1i1111ion ... ;ind i ... brgdy lkpcndcnl upon iis rorcign parlnns for capilal. 
Currcnl SEFTO rir11gr:11nm• 'indmk lhe Cr:1fhrn..:n < ·redil Ciuaranlcc Sd1emc and 1he lnJi,idual 
< 'r..:di1 ( i11ar:11111.·1.· Sd1ern1.·. 

Intt'l'national Finalll't' ('1,rporation 1 lt"l'1: The IH · prP\i1k' linanrc lo pri\ale \eel or projcch 
in 1h1: :1grinih11r:1I. ni;11111,:1t1urin1! ;111d l11uri,m si:clnrs. Bolh 10;111-. and equiry inH:,lmcnh arc 
:1v:1ilahlc. \l11sl llT p:ir1iripali11n i-. for gr1.·a1.:r 1han ~211 milli1m and will nol W\er mmc lhan 25 
prr renl of fill· rnsl of ,1 pr.1j,·c1. L11:m' :1rl' g.:neral!y made in foreign currency. Thc IF(' al'o 
m;inagcs lhc Afrirn Enlt'rpri\e hmd 1AEF1 which i' dc,igni.:d lo \llpporl pr11jcrh with 'mallcr 
lin:1n<:i:il rcquircmL·nr.... 

lndahtrial Promotion St'n.in·~ Ltd. lll'SI: IPS i' ;i n:n111ri: c1pil;1I wmp:rny mrnedj11in1ly hy llw 
1\1.!a Khan. 1h1.· IF<·. Krny.1 C11mmcrli:1i 11:.nk and a l 'nircd Kingd11111 mcrd1a111 hank. ll'S offers 
equiry in\1.·,lnll·n" up 111 .\IJ pi:r c.:nl •.•f 1h1.· ,fi:ir1.· rapiral of .1 romp;my. (11;in, and 111:in:1g..:rn..:nl 
:"'i,1;111r1.'. ll'S 11ill ;ii"' ""i'I in (lfl•i•:tl d1.·\dop111l·111 ;ind th: l11,:;1lion of lcchnicil know-how. 

E('olWIJli(' I>t·H·lupmt•nl f1.r Ei1ual11rial and Southl'rn Afrirn t EI>ES.\I: EDESA provid1.:., 
mcdium- :ind 11111!'.·krrn f1n::ncinl! in h111h l.iral and f11rl'i.l!n rnrrcncil'.... II will p111 logl'lhcr 
indi\ idu::I p.irbl!,"' 11f I un .linl! r, If ·,( arl-up. rd1:1hili1.11 i11n ;111d cxp;in-.ion arl ivil ic-.. inrluding loan-., 
r11mn1ihk· 111.111', l!IL1r;1nl1.'< .. , and rq11i1~. 



.... ... _ 

Othl'r Finandal Su11p11rt Scht"r.tt"s: 

Ban-la~s Bank: ( )ni.: 11f 1h: f..:w O'lltn1~·r..:i:1l b;11d,:_, ;teli\..: in knJin!-' h• th~· j1111 k11li c-...:cll•r. i:hrday.' 
..:-.tahli:-.hnf .1 ,.m;11l hu,..in..:-.,. unil in !'1:-;.'\ !o 11n-kml funJ,. fr,1m 1hc l"S.·\10 (..:,.p..:ciaily Rural 
Privat.: En!t:rpri-..: FunJ/RPE nwni..::;) ;mJ (>DA. II al,.o w11rb with th..: K..:nya \\·,,m..:n·s Finan.:.: 
Trust (KWFf) in ;1Jmini,1..:ring a pr1•!!r;1m1m.: of knJing 111 \\llmt:n ..:ntr..:pn:n~·ur,. 

Ken~-.. Cnmml'rTial Bank 11\CRI: Wi1h th..: larg..:-.1 n.:tw1•rk of nranch..:s in 1h..: l-~1untry. anJ 
pn:d11minan1Iy g.11\..:rr.m..:nl own..:d. KCB has parti1:ip.:t1..:d in ~he l'SAID funded RPE and 
guaran!i.:e sch~·m..:"- Thl· bank ab11 run-. th,· Jua Kali Crcdit Schcm..:. 
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NOTES TO CHAPTER I 

1/ By Januar~· r-n.~. Kenya wa..-. shcl!.:ring an cs1ima!cd half-million refugees. 4(X)JJOO of 
whom were fnlm Somalia_ Appwxima1dy 80.lklO were from E1hiopia and a furl her :!tl.000 
from Sudan_ Eu~•·pa PuhlicJli•m" Ll<LA[rin1 Socalr ofclre Salrara 1995. L•lndon. Octoh.:r 

1'1'14. p. -NI. 

3/ 

4/ 

"' - ! 

h/ 

Europa Puhlicalions Lid. Africa Sowlr of clre Sahara 1995. London. Ochlh.:r 1'>').t. 

p . .i'\5. 

Fcr1ili1y rates dwppc.:d from 7.•) per cent in l'>Sl lo 5.4 pc.:r cent in 1991 and arc forccasl 
hy Kenyan ;iulhnriucs lo drnp fur1hcr to 4.1 pc.:r n:nl in :!tlOO and 3.3 pc.:r ceal in :!lllll. 

A slm\cr populati.m grow1h rale is also cxpc.:clcd lo resull from 1hc incre;t.<,c in the 
numh.:r of early dcalhs dm: lo the HIV/ AIDS epidemic. The incidcnn: of HIV is still 
spreading rapidly ;ind hy 1hc y~·ar 21kkl. Kenyan au1hori1ics cxpc.:cl 1hc numhcr of AIDS 
related pn:malurc <l:.:alhs 10 reach •)(kl.(kkl. By 1hc ~·car 2010. 1hcy arc expecting a 
slaggering 2.S million prem;11ure dc;11hs. These forcc:isls innlrptlralc an assumplion that 
the 'prcad of the 1lisc;1se will not slow until the yc;1r 1'>'>7. wh;.;n they cxpc.:ct a change in 
sexual l1':h;1vi1lr hl h.:gin ;1s ;1 result of increased awareness of the disease. Rcpuhlic of 
Kc.:n~J. Scs.\i1111d P Jfl• r .\'o. I of f'J'J.I 011 Rccon·ry L1111l S1ucai11ah/c Den:lopmorc co clre 

} i:ar 'fl JO. p. 24. 

Rcpuhlic of Kenya, S1·.uimwl Papt•r .\'o. I of 199.J 011 Rt·rn1wY a11d Smcai11ahie 
DC1"dopmc111 to cl1e Year 20 JO. p. 25. 

Low polcnlial bnds arc 1ho~c.: wilh less th;rn h12.5 mm of rainfall annually. Medium 
polcnli;1l bmb arc 1h1,sc wi!h T}.5 mm Ill S57.5 mm of ;rnnual rainfall (up lo•)~) mm 
in 1he (\la"I Province and llnly t.12.5 mm Ill S57.5 mm in 1hc Easlern Pnwincc). High 
polcnli;1l bml,. ;ire !hose wi1h !:!re;1ter than S57.5 mm of annual rain!'all. or more than 

•>Sil mm in 1he Coa~I Pm\·ince. 

K..:nyan rn-.11mis ;1u1hori1ies ~ei1ed 1.1.llOO tnr.nes 1lf Bra1ilian sugar which the imptnlcr 
cbimc.:<l w;1-. for d..:li\cry lo the lnlcrnalional Commillc.:c.: of 1hc.: Red Cross. an 
org;rni1ation whid1 ha<l nil! imp11r1t:d sugar for n\·c.:r ten years. In response to ~his and 
claim.., hy the largest sugar producer in the country thal it was unahlc to sell 70 tonncs 
of ils daily SIMI 1,,rnc llUlpul. Kenyan authoritic.:-. r;1iscd the ... ugar dc.:\clopmenl levy on 
imported -.ugar fn.m 5 10 20 per eenl. Tho ... e impnrler.., who <lid not wish to pay the.: levy 
wcrc gi\c.:n permi-.,.inn lo re-export the sugar. 

7 / Republic 11f Kenya. DcT<'/1111111e·111 Plan JW.J-/1)')6, p. 22. 

8/ Dcloill..: I f;i,kin' & Sell.., :\l;inagemenl Clln~ultanh Ltd. and African Dcvc!opmc.:nt ;ind 
Ewnllmic Ctm~ult;mt-. I.Id .. 171c P1csmt u11tl F11111rc Fi11a11cii:J.: Seeds of tire /11d11strial 

Scc'lor i11 Kmya. \1ay l'>'l:!. 

11/ One.: of 1he grealc-.1 wn~lraini... the Ocloillc H;"kin ... & Sc.:lls study idcntifit:<l is the.: lack 
of mc.:dium· tH IPng-tt:rm lending hy 1hc domc.:..,tic financial scclor. Commercial bank~ 
h:nd t11 limil th1.:;r 1ending to term loan.., of up to one ycar and ovc.:nlrafh. ('ontinui1y i ... 
!hen pro\id,·d hy 1lw rolling P\l'f tlw-.e brili1io. Non-hank financial in,1itution' tend to 
lt.:nd fllr lonµ..:r h111 -.till in;11kq11;1!e 1cr111'. Hardy d111heir lo;m~ extend fm more than fivc 
yl·;ir'. Thi, h.1~ kfl K,·n: •. 1 hu,inc·"e' dq1endent on de\clopmenl fin;111cial in-.1i1u1ion,, 
rnt"lly fnrc·ign. for l11ng-1cr111 f111Hk h·w hu,int:"e' ha\C heen ahk lo!!•• Ill •he Nairnhi 
S111rk Lxrh:1nl!c t .. r eq11i1y fin;111ring. 

HI/ Wllrld lbnk. II i1dtl f>c'/11 Ta/1/1·1 /1N.J- 1H. I '11/111111· 2 C111111trv Ta/lln. W;...,hington D.C .. p. 

2-C. 



11/ Republic ,,f l\.1:nya. St'nio1111l Papa Xo. I 1~( J•J'J4 mi Rn-01·t·n· 1111.! S1utaim1blt­
D1Tdop111t·11t to clu· }i.·11r 211/0. '.'ainibi. 1'>9..1. p .. t 

I'!./ Republic of Kenya. S1·uim111l P11p.·r :\"o. l , if [')9.J 011 R1·•m·.·n· u11d S11st11i11aN1· 
DtTdopmmt to t.'1t· Yt·ar 20/fl. '.\;1irnhi. l'>''-'. pp. 1-i-'1. 

13/ Rt:public \lf l\.::nya. Central Bun: au ,,f Statisti1:s. Eco1wmi< Surn·y N95. p. 7"f.. 

1..1/ Republic ,,f Kenya • • 'insi1111al Pupt'r Xo. I of [')'J-1 011 Rcn>n-n· aml S11srai11ablt· 
Dcn·/opmmc co 1l1t } 't·ilr 20 JO. :--;;iirnhi. l'>'l..J. p. 2.'\. 

15/ Th.: Ec.>ntimi ... 1 lntdligcncc l! nit. lnn-sti11g Lin-mii:.~· & Trading Cm1Jici11m .-lbroacL K1·11.n1 
/ 1)95. '.\cw Yt•rk. March. 1•>'15. p. 2..1. 

lfl/ This 1h1:mc has b..:en r~'.ilcra!cd in scvcral gowmment economic policy documents 
including .'ics~io1wl Pap.:r So. I of /'J9-1. tlu· D.·1·dop1111·m Pl1111 [')9-1- l'No and thc 
Bm(r.:cc S1>t·,·d1 b~ thc \lini ... rcr of Finant·e in Junc 1'1'15. 

17/ R:.: ... 1ridi11n' r..:nuin on ccrt;1in g1i.1J,. including thc prnhihiti1in \lf hon..: ... h11rn .... h:cth and 
i\"11ry ,,f ;mim;il, ''" thc ..:nJ;ang..:rt·J '>p..:ci..: ... Ii,!. cllral and .• ca shells. and nuclear and 
11thcr ll•xic w;t'>tc. Appr•1\·;1I i ... rc11uired for wea(l\IDS. ;1mmunition and fireworks. 
T cchnical. s.111it;1•y. he;1l:h ;ind en-.iwm.1ent;,( slambrds mus! he nct for the impnr!;.tion 
of live animals. fo .. h. plants and '>llntc chemicals. 

1:-1/ This w;" ;1 major finding of the Ddnilte Haskins & Sdb and African De\"dnpmenl and 
Economic C1•n ... uhants study and they strongly recommended !he further lihcrali:1a1ion of 
n:ch;mge cnnlrnl.,. 

19 / Rcpuhfi(" , ,f Kenya. Dndepmcm P/1111 /Q<J.1- l'J')fl. p. 211..J. 

::n/ The Ewn< 1:11i~1 I nrcllig..:m·..: l: n11. /m·,·s1i11g l.i<"cming & Trading Cmzdiciom Ahmad. Kenya 

IW5. N..:w York. \larch. 1'1'15. p. I.I. 

21/ Ri.:public of K..:ny;1, l'a1ion;1I lmolmenl ('ommiltce. Kmya: .·I Guide for /nn·scon. 

22/ The dtir•.1menl \\;1:-- i.:rti1k<l Stratc,r...'I· jiir Sm11ll Scale and J11a Kali E11ccrpri.ff DtTdopmcnc 
i11 Kozra: Tmn11,/s tire }'car 21100. 

2.\1 Rcpuhli,· of Kcny;1, Mini~! ry 11f Pbnnin!! and National De\clopmenl. Poli1y and StratcJ.,.'\' 
Ji11· Small Srnlc wit! 11111 Kali Fnt1·']1ri.1c D1Tdop111m1 i11 Kmra: Action Plan /99-1-/'JWi, 

:'\;1in•hi. Or111bcr l'l'J-'. 

'!5/ Th.: Ewnomi,1 I 1111.:lligem·e l l nil. flln· .• 1i11g l.il"cmi11g & Trading Ccmdi1101H Ahmad, Kenya 

IW5. New Ynrk; 1\.t;m:h. 1'1'!5. p. 'J. 

'2<1/ For oamplc. in:-ui anre lirm' with a {·api1ali1a1ion of K,h 5- IO million require Kenyan 
oWnt·r,hip of 51 pc.r c..:nl of th.: lir ... 1 K ... h 5 million and 15.t17 per cent of lh<.: excess. One· 
third Ki.:n~an 11w11er ... hip j, ri.:quired for in,uranre firm' \l.i1h a c1pi1;tl grealcr than K ... h 
IO million. Th.: Fwno111i'1 lnldlig..:nci.: l fnil, /lm·11i11g /,in'n1ing & Trading Contlitinm 
.-1/lfoatf. J..:mra /1)').\ New York. l\L1rd1. llJ'l:'i, p. I.I. 

21'1/ Rq1:1blir 111 "-vn~a. lkparlm.:111 111 Ci11\cr11mrnl fll\, . ..,1111rnh and l'uhlir Enti.:rpri'c'. 
l'olicr l'1111a of !'11/Jlil" F1111·111ri"· R1f m11 anti l'rirn1i:atio11, ( k111hrr 1'1'14. 
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II. THE l\fA1'UFACTURING SECTOR 

A. GRO\\TH AND STRUCTURAL CHANGE 

Gro"1h 

In the early years follo\\ing independence (the 1960s) Kenya's manufacturing sector grew rapidly. 
Up until 1985, government policy was aimed al promoling manufacturing for import substitution 
and incentives farnured the domestic market. Produclion was skewed towards consumer gocds 
such as food processing. beverages, eleclrical appliances and machinery, paper products, printing, 
sugar and confectionary. and petroleum products. 

Manufacturing gro\\th tx·gan to stagnate in the 1980s, and by 1986 it was clear to government 
officials that they were facing major structural problems in the economy. With Sessio11al Paper 
No. I of 1986 011 Ecn11omic l\fu11a,;e111e111 for Renewed Grm~·cfi, policy was s\\itched to that of 
promoting cxporl development as a means of casing the foreign currency constraint induslry was 
facing and lessening the dependence of the country on a few comreodity exports. Thus, in 1986, 
the liberalization of trade was begun. 

The key clement of the new policy was thal manufaciuring would become the driver of the 
economy. Extremely ambitious targets rates of gro"'th were established for both the economy as 
a whole and for manufac1uring in parlicular. From 1988 lo !he year 2000, manufacturing was 
expected to rise al an an:rnal rale of 7.5 per cent. GDP al faclor cos! was targeled for 5.9 per 
cenl per annum gro\\1h. A~. can be seen in Table II.I, 1ha1despite1he initial g.1od response to the 
new initiatives. it was immediately clear thal these largels would not he met. 

Table II.I. Trends in manufacturing, 1"75-199.i, selected years 

1975 1980 1985 1990 1991 1992 1993 1994 

----

MVA (million KSh) 127.0 295.0 518.4 987.4 1, 167.4 1,230.7 1,419.7 1,696.5 
MVA (mill ion KSh 

1980 prices> 168.9 295.0 356.4 470.7 489.2 495.3 504.2 513.8 
Real growth of MVA 

(percentage) 5.1 4.5 5.3 3.9 1.3 1.8 1.9 
Share of manufacruring 

in total output 
C~rccntage> 11.8 12.6 11.7 11.8 12.2 11.2 10.4 10.5 

So11rrn. t':\j()(). lndu,1rial :Jcvclnpmcnl Rcv1c-., lnforn1a11on lla1.1ha,e; Republic of Kenya. Central Bureau of 

S1.i1"1"·'· and W1>rld flank. Kn:r<1 l'm..-rir .·l11n1m.-111. \larch l'l'J.'i. 

lncrca~cd growth rel urned lo lhe manufarluring hy thr end of l1>Hf1, ).'I per ccnl versus 11JH.'\\ 4.) 
per ccnl. and wnl inued lo he ~trong al 'i.f1 per ccnl in l1>H7 ;ind h.1 per ccnl in l1>HH. Ruf by 
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1'>~'1. the !rem.I had ag:1in re\ersed :md th..: rat..: of growth w;1s slowing.. By l'l'll. it was clear that 
the sector \\";!" still facing majnr pnlhkms and gnl\~1h h:1s dnlppt:d to 3.1> p~·r cent. Export 
industries had n11t t;1ken up th..: sbck n.:,,uhing. frum th..: ad\ersc dkct import libaalization was 
ha\·ing on d1lm..:stic indu,,tries su.:h a,. t..:xtiks. 

The situation was ..:xacerhated in NIJl-1'>93 with poor weather conditions which effected 
agricultural output and had a negative effect on the agro-hased industries. Drought conditions also 
eflccted the generation of hydro-power. and power shortages led lo a decreased output across 
almost all imlustri:1I sectors. 

Industries \\ith large foreign exchange r.:quin.:mcnts. such as metal products. saw output boosted 
by the ffilh·es lo liberalize trade and an increased availability of foreign exchange. Strong export 
demand and grn\\1h in the demand from the domest!c juu kuli sector also hclpt:d support the 
sector's performance in 199-l. 

The transport .:qnipmenl s.:ctm has suffcrcd in rcccnl y.:ars due the increased cost of imports and 
a decn.:ase in wurkl dcm:ind. Tht.: st.:ctm's rise in 199-l followed three years of sharp contractions. 
The pt:rformance of the papt:r scctm h:1s b..:rn dfccti.:d hy the increase in demand for plastic 
packaging as a substitute to paper packaging. 

Table 11.1. Manufacturing production by sector, 19M7-199-' 
( 1'>7fi = llMI) 

Industry 1987 1988 198'} 1990 1991 1992 1993 1994 

Meat and dairy 115.3 127.9 130.9 139.9 125. 1 94.0 95.8 87.0 
Canned foods, oils 

~nd fats 268.1 267. 7 291.1 320.9 363.4 338.9 384.4 275.0 
Milled grain products 198.3 224.7 175.5 1773 178.1 170.5 154.8 204.8 
Baked goods 151.5 155.4 155.1 158. 1 166. 1 172.9 178.5 274.5 
Sugar and confectionery 189.5 201.5 210.0 203.1 210.6 195.7 198.3 156.8 
Miscellaneous foods 189.7 224. 7 225.6 226.8 227.4 236.7 220.0 225.9 
Total food processing 157.8 167 .5 171.0 173.2 174.7 168.3 168.2 167.7 

Beverages 196.9 207.9 210.3 218.0 210.8 245.0 243.4 225.2 
Tobacco 170.8 178. 1 178.6 178.2 173.5 192.8 194.8 196.2 
Total beverages and 

tobacco 194.3 201. 9 204. 1 210.7 203.9 235. 7 234.6 219.3 

Textiles 192.5 197.2 202.3 227.8 218.5 218.5 252.0 186.9 
Clothing 359.8 368.3 378.6 347 .2 323.6 320.6 292.4 183.9 
Leather and footwear 83.5 88.1 94.7 99.2 101. 5 97 .1 87.9 96.8 
Wood and cork products 68.1 66.4 68.1 70.2 r:;. 1 74 .0 73.7 76.0 
Furniture and fixtures 73.5 72.7 72.9 73. 7 70.8 46.8 49.6 50.6 
Paper and paper products 170.0 189.3 194.7 203.9 214.6 257. 7 180.5 155.6 
Printing and publishing 372.2 389.1 3?2.9 401 .8 405.8 411.2 411.2 424.8 
Basic chemicals 170.0 182 .1 198.1 211.3 233.8 23t •• O 244.6 213.0 
Petrole1.611 and other 

chemicals 303.5 342.9 396.0 457 .8 510.7 481.8 69.2 453.6 
Rubber products 217.0 286.3 308.7 325.9 322.4 630.3 622.4 613.7 
Plastics 212.3 202.8 219. 1 227 .4 274.3 323.7 357 .2 362.6 
Clay and glass 291. 7 306.5 338.1 367 .2 259.3 575 .2 1, 199.0 1, 770.6 
Non-metallic minerals 142 .7 140.7 147 .0 167.1 174.4 205.7 201.5 211. 7 
Metals 116.2 133. 1 154.6 177.0 203. 1 183.8 184 .2 205.0 
Non-electric machinery 1~7.9 138. 7 132.B 103.8 101.0 95.3 9t •. 6 100.3 
Electrical equipment 168.4 189.3 193.8 190.3 259.7 251.5 224.5 226.2 
Transport equipment 547 .4 612.4 638.0 673.5 662.0 603.7 541.2 571.4 
Miscellaneous 

manufactures 336.0 ~~0.3 375.0 406.1 441.0 442.9 442.9 442.9 

Total lllanllfacturing 199.4 211.3 223.8 235.6 242.3 245.4 249.9 2S4.7 

S011r~·1·. Rcp<ohl11· "f l\l"ln;1. Central llurc;iu 11f ' .. 11"1'"' 



Structur.il change 

Despite the change in g1wernmenl policy lo promole exporl industries over imporl induslri..:s 
!->.:ginning in the bli.: l'JSl!s. th.:re has hecn rdali\·dy linlc change in the structure of lhc 
manufacturing sectur in li:rms uf suhsector contrihulions lo total manufar1uring output. The 
imporlance 11f food pmCl:ssing has incn:ased. in 1975 food pro<lucls accounted for 23A2 per cenl 
of manufacluring. in l'J').t their share was 30.16 per cenl. The share of hner;iges rose only 
modcslly, from W..+I per cenl in 197.:\ hi 11.51 per n·n1 ir. J<J<>.t. 

The only olhcr s~·ctors lo change in rdali\'C importance lo any e:\1.ent arc transport .:quipmcnl and 
electrical machinery. Transporl equipmcnt"s share of lotal manufacturing value added dropped 
from 7..51 per v:nt in 1''75, lo just 3.97 per cenl in 199.t. Ekctrical machinery rose over the period 
from accounting for jusl J.75 per cenl of total manufacluring value-added. lo accounting for 5 56 
per ccnl. 

There has also been rebtivd~ lillk change in !he site structure of Kenyan manufacturing. The 
vast maj1.ri1y of m:inufac1uring estahlishmenls remain small in site. less than 50 employees. The.: 
numher of brge ~Gtlc rnll:rprises. gr.::lla th:m 50 employees has risen slowly. hut stc.:adily in 
recent years. hnwev·~r. According h> 1>ne classification. in l'IS<1 thc.:re v.erc.: h(YJ establishments 
(places of wnrk ra1her than firms). cmploying J.t2.25.' l'crsons. By l'J'XI. the numher of 
estahlishmcnls h:id risen lo h-t7. and cmploym.:nl was lhh.27(1. A sccnnd classification excluding 
puhlic seetor csl:iblishmcn!s. pla1:cd the numb1:r 11f 1:stahlishmenls in the modcrn sector with 
grcatcr than 511 emplnycc.~ :1l r.12 in 11>'.IO. oul of a 101:11 of 2JKl2 eslahlishmentsY 

Table IU. Branch share in total manufacturing \alue added, 1975-1993, selected years 
( Pcrccnl:tge) 

1975 1980 1985 1990 1991 1992 19Y3 

Food products 23.42 23.90 27.84 27.66 28.75 30.15 30.16 
Beverages 10.41 10.36 12.91 11.20 11.58 11.45 11.51 
Textiles 5.64 7.10 6.27 6.03 5.83 5.50 5.49 
Clot~ing (non-footwear) 2.57 2.11 2.77 1.72 1.70 1.60 1.59 
Leath~r and le3ther 
sub~ ti tut es 0.47 0.80 0.37 0.48 0.49 0.61 0.46 

Leather footwear 1.04 1.49 0.92 1.44 0.89 1.30 1.32 
Wood and cork products 2.31 2.53 2.03 1.82 1. 78 1 .68 1.72 
Furniture and wood fixtures 1.70 1.25 1.48 i.24 1.22 1.30 1.26 
Paper and paper products 3.11 4.47 3.50 4.59 4.37 4.20 4.23 
Printing and publishing 4.43 3.08 2.95 2.97 3.00 2.82 2.78 
Industrial chemicals 3.58 2.94 2.40 1.91 1.86 1.83 1.85 
Non-industrial chemicals 6.06 5.30 7.56 7.37 7.13 7.25 7.47 
Pctrolc1J11 refineries 4.04 1. 16 0.92 0.77 0.81 0.76 0.79 
Rubber products 3.25 3. 15 4.06 3.64 3.56 3.28 3.31 
Plastic products 1.33 1. 70 2.03 2.68 2.83 3.21 3.17 
Pottery, chin;i and 

earthenwa•e 0.07 0 .07 0. 18 0.10 0.'18 0.08 0.07 
Glas,; and glass prodl!Cts 0. 50 0.42 0.55 0. 57 0.49 0.53 0.46 
Non-metallic minerals 5.35 2.87 4.61 4.59 4.54 4.27 4.30 
Basic iron and steel 1.20 1.21 0.18 0.29 0.24 0.3(1 0.38 
Metal products 

(non-machinery) 5.84 5.n 4.42 6.99 6.88 6.57 6.22 
Non-electrical machinery 0.99 0.76 0.55 0.57 0.57 0.53 0.53 
Electrical machinery 3.75 6.79 5.35 4.79 5. 18 5.34 5.36 
Tr3nsport equipment 7.51 9.53 4.61 4.31 4.21 3.97 3.97 
Prolession;il ;ind 

scientific equipment 0.07 0.06 0.08 0. 10 0.13 
Miscellaneous m;inuf;ictur:ng 1.43 1.07 1.48 2.20 1.94 1. 76 1.98 

-----------
,\nfltc't': l.'\l!Hl. l11dl"lri.1l l>nclupmrn1 """"'" lnlorn1.111"n ll.11.1h."c 

---------·-- ·-------
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B. l~DCSTRIAL EMPLOY\IE:\T 

Quantitathe lrt'nds 

Emplo~menl in lhl.' manufo..cturing Sl'Clnr in Kenya has incrl.'asl.'d in rccenl years. hul JI a very 
disappointing rate. \\'hilc !;mv.1h in manufacturing cmplo~mcnl was strong in the btc 1 7()-;, by 
the early llJSOs it had slowed significantly. Bdwecn IIJSI and 1985. t'tc gruv.th nf manufacturing 
wage employment was just 2.2 per cent. Cher !he period thL' share of lotal w;1gc cmpln~ment that 
manufacturing ;iccounted for dropped from 1-t.3 per cent lo 13 . ..J per cent. 

Table 11..1. Prrsons engaged. rrrnrded ti1tals, 19Hl-1994, selected )ears 
(Th11us;md) 

Modern establishments: urban and rural 
areas - wage employees 

Self-employed and unpaid family workers 
Informal sector 

Total 

1981 

1,024.3 
62.1 

157.3 

1,243.7 

So111ct·: Rcpuf'ilu.: ,,f Kc.:n~~J. ('cntr.tl Bun.:o.1u uf St.111:--111.:~. 

1990 

1,409.3 
48.2 

436.6 

1,894.2 

Table 11.5. Wage employment by industry. 1981-1994, selected years 
(Thousand) 

1981 1990 
Private Public Private Public 

Agriculture and forestry 173.6 61.9 202.4 67.3 
Mining and quarrying 1. 5 0.7 3.4 0.7 
Manufacturing 116. 7 29.6 146. 1 41.6 
Electricity and water 0.2 10.0 0.5 21.9 
Building and construction 32.6 28.7 36.8 34.6 
Wholesale and ret~il trade, 

restaurants and n0tels 67.7 4.9 104.6 9.3 
Transport and c0ITT11Unicat1on 18.9 36.5 25.5 49.0 
Finance, insurance, real 

estate and bus1ne~s services 31. 1 8.4 47. 1 18.2 
C00111Un i t y, soc i a'. and 

p.~rsonal service~ 97.9 303.4 142.5 457.8 

Total 540.2 484.1 708.9 700.4 

Total empt oyment 1 ,024 .3 1,409.3 

S11ur(1'. Rcruhli,· '•I l\crn.1. ( cntr,il llurc.nr .ii "lt.11"1'" 

1994 

1,504.4 
58.3 

1, 792.4 

3,355.1 

1994 
Private Public 

212.8 67.9 
3.9 0.7 

158.3 39.3 
1.2 20.8 

44.0 29.3 

119.7 6.9 
37.2 40.7 

57.1 17.9 

·::2.6 464. 1 

610.8 687.6 

:,504.4 

In the ~crnnd h;ilf pf lhc 1'1'111\, lhl' rak pf emplc.yment creation in m;11111Li(t11rinl! ircn;a\t:d In 

an a\t:ragc pf 2.'1 per l'l'nl per year. hut rhi, w;" nol enough lo ker.:p up wirh the innea\e in lh•: 
labour for(e and lhe 'h;1r.: nf manubcluring in lo!al wage r.:mploymt.:nl kll lurlhcr In LL~ per ffnl. 



Within the manuL.ii:turing sc.:clor. lllo<l pr.1.:~·~sing is the largest c.:mpl,iyc.:r v..ith 2K<,_. per cenl of 
the total m;inufarluring lahour force in 1'1'13. This is up significantly frr.m l9S5 when the suhscchir 
c.:mployc.:<l only l'>.7~ per cent of the manuf.1c1uring lahour force (sec Tahk 11.h). The next mo~I 
important s\lurcc.: ,if manufacturing job~ i~ 1hc.: lcxtilc.: industry accounting for 12.99 per cent llftotal 
manufacturing c.:n.'.'h1ymc.:n1 in l'N3. Tran~port equipment remains an important Kenyan employer 
al 7.93 per cc.:nl ,1f 1i1c.: manufacturing bhl1Ur f11rce. hul this share is down hy h:ilf from 15.93 per 
cent in 1'>75. 

Table 11.6. Manufacturing emplo,yment by br.rnch, 1975-1993, selected ~ears 
( Pc.:rcc.:ntagc.:) 

1975 1980 1985 1990 1991 1992 1993 

Food products 19.74 24.21 26.15 27.45 28.36 28.25 28.64 
Beverages 4.52 3.59 4.78 4.08 4.18 4.20 4.25 
Textiles 12.63 13.93 14.37 13.38 12.94 12.93 12.~ 
Clothing {non-footwear) 4.25 3.77 4.84 3.66 3.6'' 3.54 3.52 
Leather and leather substitutes 1. 12 1.05 0.76 0.77 0.7;' l .79 0.81 
Leather footwear 1.66 1.50 1.25 1.27 1.21 1.19 1.19 
~ooj and cork products 7.65 6.50 4.95 4.61 4.57 4.49 4.48 
Furniture and wood fixtu,es 2.51 2. 15 2.83 2.08 1.98 1.98 1.98 
Paper and paper products 3. 15 2.45 3.02 3.81 3.81 3.80 3.Rl 
Printing and publishing 4.32 3. 15 3.27 3.19 3.11 3.13 3.13 
Industrial chemicals 1.90 1.97 2.08 1.90 1.85 1.88 1.87 
Non· industrial chemicals 3. 15 3.64 4.47 4.62 4.62 4.71 4.83 
Petrolel.m refineries 0.29 0.24 0.20 0.14 0.14 0.14 0.14 
Rubber products 1 .33 1.38 1.22 1.17 1.22 1.21 1.21 
Plastic products 1.15 1..:.5 1.31 1.82 1.90 2.05 2.09 
Pottery, china and e2rth£:nware 0.07 0.10 0.14 0.11 0.12 0.13 0.11 
Glass and glass products 0.66 0.66 0.80 0.77 0.76 0. 76 0.77 
Non-metallic minerals 3.58 3.54 3.08 2.38 2.89 2.96 2.95 
Basic iron and steel 0.93 1.28 1.38 2.84 2.92 2.94 2.90 
Metal products {non-machinery) 5.95 i'.60 5.76 6.31 6.29 6.29 6.30 
No"l·electr-icat machinery 1.27 1.13 0.85 0.79 0.78 0.78 0.77 
Electrical machinery 1.03 1. 11 1.41 1.26 1.37 1.46 1.45 
Transport equipment 15.93 12.83 9.75 9.10 8.66 8.48 7.93 
Professional and scientific 

equipment 0.11 0.10 0. 11 0. 12 0. 13 
Miscellaneous manufacturing 1.21 0.79 1 .23 1.91 1. 76 1.80 1.76 

·'''"'' 1' 
l"'[[lC l. [ndu,ln.ol llncl<•rmcnl Rc\icv.' lnlnr111;i11nn [).11.1h.1,c 

Educillional had.ground and !>kill h·H·b 

lnf.irmali1>n rL·Lirinl! lu lh.: L'duc11i.111;al ;in,I 'kill lc.:\d of !IK· indu,lrial l;il111ur forn: dPc' nu! l'Xi,1. 
F'x1rap0Li1i1111 11111,I he· madc.: fr11111 d;1l;1 on lhc· cnlirc pop11Li1i11n. 

In 1'1'1-t. Kc·m;1 hu;1,10..:d 1.\~·r .17.11011 111111-uni\o.:r,ily c.:d11c11ion.1I irhli1111i11n' wirh a lulal of over<> 
millilln ,1111knh. l'rc-prim;1ry 'ch1111I, n11111hncd 111.mn \\hilc.: primary and wr1lll(bry ~choof, 
numbered l5.'ltll1 and 2,s_q rl·,pc.:rli\c.:h. There Wl'Cl' ;d~o 25 lr;uninl! nilkgt'\ for rrim;iry 
edura111r' and rhrn· f"r 'cn1ndary cduc11ur,. 

Whilc.: mer 5 million ,1111knh wc.:rc rnn1kd in prim;1ry cdural ion, < .nly fil 11)G1J altt:ndcd 'ccond.iry 
,chool' in I 'l'i-t. Kem ... '. • • ha.\ I hrce poh1cd1nical in'I ii ulc.:' which h;1d 111,X.~i '' mknh cnrokd 
in Jll'l-t. Thr'l' in,I ii' :i '"II, .,ff.-r 1cd10ical I r;1ining for middk and high kvd -.:.ilkd manpower lo 
'c.:rondary "·hrn ii k.: 11d L'lll ploy er "'P' 111'1 ired I rainc.:c ... 
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Vocational and technic;il trammg is an important component of Kenya's educational system. 
These in,;titutcs aim to prmidc increased training to school leavers. This training takes place in 
several different kinds of training institutes such as: 

Youth Pol~lechnics which offer training to prim:iry school leavers at the artisan level; 
Technical Training institutes which replaced former technical secondary schlXlls; 
Haramhee Institutes of Technology which an.: community hased government assisted 
institutions: and 
Industrial Training Centres. 

The country has five puhlic universities: the Universitv of Nairobi with 12,545 undergraduates and 
1,249 postgraduates in the 1993/94 academic year; l\.loi Uni\·ersity v.ith 5,45<> undergraduates and 
211 postgraJuate students; Maseno Unin:rsity College (part of Moi University) v.ith 1,391 
undergraduates and four postgraduate students; Kenyatta University v.ith 8,475 undergraduates, 
102 in its Masters programme and 11 Doctoral candidates: Jomo Kenyatta University of 
Agriculture and Technology with 1.55.-; undergraduates and 30 graduates; and Egerton University 
\\ith 7.'J5t1 ennikd ~tudents. 

There arc al!>o 12 private uni\·ersitics in the country that nffer degree courses hut only three of 
them arc accredited hy the government. :\lost of these ha\·c religious affiliation and sponsorship. 
In the l'N4/1'5 ~chnnl year they cnrnlcd _-;545 studrnts. 

Wh;te the numher of f.:males enroled in primary schcol is roughly even with that of their male 
.:ounterparts (41J per cent in l'N4), hy secondary school age, females have dropped out of the 
system in significant numhcrs. Only 4'1 per cent of second:uy stud:=nts arc female. However, a 
surprisingly large numher of women attend university. In l'JIJ4, 25.2 per cent of all students in the 
country's five public universities were women. The numher of women enroled at Jomo Kenyatta 
University of Agriculture and Tcchnolob.'Y was only 11 3 per cent, the lowest at all the universities. 

In an effort to incn.:a!>c the rate of literacy which is currently 6'J per cent for the total population 
(age 15 and ahm·c) and 58 per ccnl for female-;. Kenya has initiated adult literacy courses. 
Enrolment t1Jt:1llcd 114.278 in l'N4, 7'1.7 per cent of whom were women. 

Youth unemployment and the creation of johs for the bhour markcl's young and inexperienced 
memhers is a particular concern due to the rapid rate of increase in the population and the vast 
numhcr!> of nl..'w cnlranh to the lahour pool In an effort to help these young pc 1plc get the 
experience they ne.:u to lind johs and support thcm~cln:s through sclf-cmployment, as wcll as 
provide the skills necdcd for dcvclopmcnl. thc government cstahlishcd a National Youth Service. 
Some 2,t)(Hl trainee!> haw been enro!cd in this programme pcr year and the l'J'J5/% hudgel has 
allocated incrcascd funds lo up the number of participanh lo 3,!)()(l per year. 

The role of women 

According io \Vorld Bank data. km;ile participation in thc labour force has dropped slightly over 
the past 20 years from 42.2 pi.:r cent in l'J7.1 to :VJ.3 per cenl in l'Ht21 The role of women in 
the indu\trial sectm is far lower, howcvcr. In JIJ'J1 and l'J'>4. women accoun1ed for just 12 per 
<.:cnt of lolal manufacruring employment. 

Women al-.o lcnd lo havc lower paying jobs. In l'J'JO, womcn accounted for 24 per cenl of those 
employed individuals earning under KSh2 I 5 per annum and only IX per cent of those earning ovcr 
KSh3,()()() per annum. And woml'O arc conccnlralcd in \enicc johs \Ucha' cdm::11ion. Over 57 
per cent of female wage employmcnl in 1'1'>4 v."" in the \Crvicc \ector, and 27 plr ecol in 
cduc.11ional \Crvi1.:c\. In l'J8.1, the figures were 5H.4 per ccnt in scrvicc\ and 24 per rent in 
cd11ca1ional \crvic1:\. In foci. very lilllc rhangc ha\ taken place over the paq lcn year in the 
slructurc of kmak e111pl11)1Jll'lll in Kl..'nva. 
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Table 11.7. Industrial wage employment by gender. 1983-1991. selected years 
(Thousand) 

1983 1990 1994 
Male Female Male Fema~e Male Female 

Agriculture and forestry 195.7 35.4 205.3 64.4 215.4 64.3 
Mining and quarrying 3.4 0.1 3.3 0.9 3.4 1.2 
Manufacturing 134.8 13.9 166.5 21.2 173.5 24.1 
Electricity and water 16. 1 1.2 19.3 3.1 19.0 3.0 
Building and construct ion 57.5 2.7 67.4 4.0 69.6 3.7 
llholesale and retail trade, 

restaurants and hotels 68.9 11.4 95.5 18.5 104.3 22.3 
Transport and COlllllUrlication 47.8 7.2 63.8 10.7 66.7 11.2 
Finance, insurance, real 

estate and business services 36.4 9.2 50.8 14.4 57.6 17.4 
C01111U1i ty, social and personal 

services: 
Public adninistration 116. 1 23.9 142.8 41.4 15.:,. 1 39.6 
Educational services 125. 1 46.8 162.5 74.1 163.7 94.4 
Domestic services 41.7 15.0 0.6 0.3 40.3 21.8 
Other services 54. 7 28.3 122.7 55.9 89.2 43.6 

Total ~lopent 898.2 195.1 1, 100.5 3()8_9 1,156.8 147.6 
Regular 730.8 168.0 962.6 265.8 1,020.9 311.9 
Casual 167.4 27.1 137.9 42.7 135.9 35.7 

So11rct•: Repuhhc or Kenya. l ·cntrnl Bureau of Statistic,_ 

After services. agricuhun.: is the next larges! employer of women with almost 19 per cent of lotal 
female wage employmcnl in 1994. In l'JX3. the figure was HU4 per cent. Manufacturing 
employed 7.NJ per ci.:nl of lhe female w;agc earning population in 19:-\3 and 6.93 per cenl in 199.t. 
Fifteen pi.:r c1;nl of wage earning males arc employed in !he manufacturing seclor. 

The issue of !hi.: role of women in thi.: J;;\dopmenl and fu1urc of the country has hegun lo he 
raised. Efforts arc being made lo addri.:~s the constraints lo female p;ar!ilipa!i1m in !he modern 
sector. The gmcrnment ri.:wgni1es that previous devclopmcnt projects ha\·e tended to marginali1e 
WPmen and !hi.:ir rok: and the l1J'J.f. J1J<J<1 Seventh Devcltipmi.:nl Plan c;alls for !he cslahlishmenl 
and strengthening of "women\ di.:~k~ in ki.:y ~cct11rs !\Uch as lkahh. Agriculture. Environment, 
population. Planning. Educ;1tion. Oflice of the Prcsidrnt. DPM. etc." NDliccahly lacking, howevi.:r, 
is the mentinn of a women·,. desk al lhe l\1ini ... try of Trade and lndu~try. 

C. PRODUCTIVITY AND OUTPUT 

Output 

Over the past 20 years. manufacturing value added as a per cent of gro!\s outpul in the 
manufacturing sector ha ... declined dramatically. In 11175, the ~hare wa ... 21.XX per cent, hy 11JIJ1 

it was ju ... ! •J.7 per cent. The drcline ha ... hecn sti.:ady. pointing up the cri1i1.:al ~tructural problems 
facing Kenyan manufarturing. Acrn..,!\ all sectors. there i~ a relatively high physical input cost 
structure. Thn ... e with the highest input CO'>( structure arc transport equipment, iron and steel. 
food produch and clothing. which h;m: :.ci.:n ~aiou ... dctcrioralion over the period. Those sector~ 
that have iraditionally h;1d a lower cmt ~lructure an: hcvcrage~. textilcs, lc;ath~'.r footwear, printing 
and publishing. ekctric;:I a•HI non-ekc:rical machinery. 

Few manuforluring scclor\ have ~.n:n impro\'cment in there co:;t !\lrurlure mer the years. The 
share of man11farturi11~ value added in gro.\\ profil has ri.'icn in the rextilc sector, from 2.'1.~ per 
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ccnc in 1975 en 3755 pa cent in 1993. Furniture and wood fL\1ures has also sccn imprnwmcnl. 
as has glass and gk1ss pnxlucls. 

Table 11.8. Share of manufacturing ,·alue added in gross output. by br.mch, 1975-1993, 
selected years 
( Pcm:ntagc) 

1975 1980 1985 1990 1991 1992 1993 

Food products 18.40 15.69 11.52 8.01 7.92 8.05 6.87 
!;ever ages 37.77 40.51 32.41 28.61 30.04 27.37 24.34 
Textiles 28.28 27.86 23.45 51.64 43.38 47.69 37.55 
Clothing (non-footwear) 20.16 22.02 21.74 10.98 6.73 9.09 .17 
Leather and leather 

substitutes 19.29 34.86 12.48 24.97 12.49 4.83 11.65 
Leather footwear 25.38 41.47 20.85 28.84 19.65 23.93 22.48 
~ood and cork products 31.21 29.80 25.58 20.43 20.38 18.04 6.06 
Furniture and wood 

fixtures 24.46 23.99 28.58 34.22 44.13 51.49 5.23 
Paper and paper· products 20.74 31.39 20.22 26.66 21.69 23.50 8.39 
Printing and publishing 28. 14 27.05 29.09 36.05 37.37 33.04 8.96 
Industrial chemicals 20.01 20.73 14.13 11.37 12.50 10.21 0.89 
Non-industrial chemicals 21.22 22.98 20.30 6.78 8.13 8.09 0.43 
Petroleun refineries 6.06 2.16 1.20 0.86 0.82 0.69 0.62 
Rubber pr.::iducts 46.80 27.66 34.38 24.36 24.17 20.09 17.30 
Plastic products 31.08 31.02 25.58 28.28 23.03 23.59 13.75 
Pottery, china and 

earthenwarP 30.00 32.57 100.00 12.46 50.34 3.33 24.64 
Class and glass products 28.27 25.47 42.84 46. 17 46.14 46.72 8.81 
Non-metallic minerals 34.86 24.55 26.04 22.85 18.99 18.60 9.34 
Basic iron and steel 14.04 11.90 2.05 2.52 1.78 2.09 2.61 
Metal products 

(non-machinery) 26.57 23.75 12.83 19.47 16.86 6.54 15 .61 
Non-electrical machinery 32.17 28.58 15.00 SO.OS 50.00 43.81 2.02 
Electrical machinery 33.74 41.79 24. 17 17.30 16.84 16.71 4.62 
Transport equipment 39.85 28.89 12.02 11.06 11. 74 10. 70 0.55 
Professional and 

scientific equipment 20.16 6.64 8.50 8.83 10.00 
Miscellaneous 

manufacturing 11.22 24.62 28.58 21.90 16.44 13.86 16.48 

Total llaRJfacturing 21.88 21.23 15.34 11.85 11.41 11.06 9.70 

. ';ourcc.•: l":'\l[)< l. lnJu,!ri;1I I lc·.clopmcn! Rc,·1n•' lnfnrma!ron l>atah;"c . 

Produclh ity 

Lahour produlli\ity in Ki.:nya, whik nor high. has grown "h:adily. Even in the difficult years of 
llJ•JJ lo l'J'JJ, l;1hour producli\ily rnnlinuc:d lo incrca.,c. if only hy m;1rg:nal amounts. A~ a 
perccntagc of gros' oulput. wage cost h;1-. dcclinl'.J .. tcadily (occpt for J<NJ) sincl'. the: early l'>SOs. 
\Va!!c cost as a per rl'.nt d v;iluc-:1ddcd h;1, ;il,o hccn on a downward trend over !he period. 

A" would h..: cxpcctc:d. in ~cncr;tl the highc:-t kvd of labour productivity in Kcny;m manufacturing 
occurs in lhmc 'l'.ctors chat arl'. the mmt mmkrn and han: the highest Ind of capital investment 
and inpuh. and the: low1.: .. 1 kvd of labour inputs. f'clrokum relining. ekctrical cquipmcnl, ruhhcr 
produrlion and !he: hc\·crag1.:' ".:ctor' have lhc highest lcvd of bhour produuivily. Measured 
rclariv.: to the average labour produuivity of manufaduring in Iota!, the index for petroleum 

re: lining was 5~2. Thi" is down, howcvL·r. from I JS."' in 1'>7.'i. This tkclinl" ha" hem the result not 
only of a rc;tl lkclinc in the bhour produrtivity in 1his scclor. hut incrca,es acro.s.\ other scctor-. 
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Tahir 11.9. Gro"th of labour producthity in manufacturing, 198.:?-199-1, srlrctrd yrars 
(Pl.'m:nlag::) 

1982 1987 1989 199() N91 1992 1993 1994 

Change in the quantlnl index 
of manufacturing 2.2 5.7 5.9 5.3 4. 1 1.2 1.8 1.9 

Change in the nunber of 
manufacturing ~loyees 0.3 2.3 2.8 2.7 0.6 0.4 1.7 2. 1 

lqilicit change in labour 
productivity 1.;l 3.4 3. 1 2.6 3.5 0.8 0.1 0.6 

llage cost as a percentage of 
gross output 6.6 4.6 4.3 3.9 4. 1 3.5 3.1 3.0 

llage costs as a percentage of 
value-added 34.8 33.8 34.5 33.1 35.7 2.1 32.2 32.3 

So11rct·: Rcpuhhc of Kcn~·a. CcntrJI Bureau of Stati,tics. 

Tahir 11.10. lndn of labour producth·ity, 1975-1993, selected years 
(Total manufacturing= IOO) 

1975 080 1985 1990 1991 1992 1993 

Food products 119 99 106 101 101 107 105 
Beverages 230 288 270 275 277 273 271 
Textiles 45 51 44 45 45 43 42 
Clothing (non-footwear) 60 56 57 47 46 45 t.5 
Leather and leather substitutes 42 76 49 62 63 77 57 
Leather footwear 63 100 74 113 73 109 112 
llood and cork products 30 39 41 39 39 37 38 
Furniture and wood fixtures 68 58 52 60 61 66 63 
Paper and paper products 99 183 116 121 115 110 111 
Printing and publishing 102 98 90 93 96 90 89 
Industrial chemicals 189 "9 115 101 101 97 99 
Non-industrial chemicals 193 146 169 160 154 154 155 
Petroleum refineries 1,388 483 456 544 579 551 582 
Rubber products 244 229 333 310 292 272 274 
Plastic products 116 117 154 147 149 157 152 
Pottery, china and earthenware 99 74 134 86 67 60 57 
Glass and glass products 77 64 69 75 64 70 60 
Non-metallic minerals 149 81 150 160 157 144 146 
Basic iron and steel 129 94 13 10 8 10 13 
Metal products (non-machinery) 98 78 77 111 109 104 99 
Non-electrical machinery 78 67 65 72 72 69 69 
Electrical machinery 363 614 380 379 378 367 370 
Transport equipment 47 74 t.7 47 49 1.7 50 
Professional and scientific 

equipment 67 '->6 67 82 105 
Miscellaneous manufactur1.1g 118 137 120 115 11(' 98 113 

Total 111an1Jfacturing 100 100 100 100 100 100 100 

Sn11rc1·: l.'\l:>o. lndu,rri.11 fk,cl<>pmcnt !{""""' lnf<>rm.111on l>.11.1h."c. 
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The hncragc industry has st:cn a modest incn:ast: in its rd.l!ive lahour producli\·ity. up from 230 
in 1975 to 271 in i'>'>.~ in index ll.:rms. whik eb:tric:il machinery has rt:maim:d ninstanl in tht: 360-

370 range. 

Thnse imlustri .. :-. \\ ith th..: 1,1wcst k\"cl ,if bh,1ur prnducti\"ily arc inm and steel. tntiks. clothing. 
wnod and c,Hk prnduccs. :ind transpml c4uipmcnl. The rclati\"e pwducti\"ity of lahour in the iron 
and :.tccl indu:-.try ha:-. h1.:cn nn a J,iwnward trend since 1975. and wllapsed in the mid-1980s. 

Labour prnducli\"ily in the textile induscry has remained wnstant in rclati\"e terms o\'er thc past 
20 years. The dnthing secwr. howe\"a. h;1s scen a decline. Wood and cork pr..iduccs. on the other 
hand. rose in rebli\·c t..:rms, peaking in the mid l'l80s and then contracting somewhat through 
1993. The prnductivity of labour in the paper sector rose sharply in l'i76. follnwing the coming 
on line ol a new plant in 1'>75 that raised annual productinn hy 30 per cent. As the plant and 
equipment agcll. hnwc\"cr. and as demand shifted away frnm paper packaging to plastics. rclatin: 

labour prnducci\"ily h;1s d1.:clined. 

Profitability 

The lc\"cl of pmfitahility in Kenya is not c;isily m1.:asurahlc. Mose firms arc pri\·atcly held and arc 
not required to punlish financial daca sufficient to indicate th1.:ir indi\iduai profitability. Only those 
few firms listed on the Nairnni Stock Exchange arc required disclose full financial data. Measured 
in terms of gross profit as a pcr cent of manufacturing valu1:-addcd some rnugh indications of 

rclati\"e profitability can he ascertained. 

Over the past 211 yc;irs. th•: share of gross profit in total manufacturing \·aluc-addcd has increased 
slightly. In Jl>7:\ f1.) per cent ol manubc1uring \·alm:-a<ldi.:d was gross prolil. In 19

1>1. thi.: share 

was <is per c•:nl. This incri.:;1sc ha:-. hi.:cn fairly st1:;1<ly. 

B:1scd nn this measure (sec T;1hlc II. I I). the most "profit;1hlc" sectors within manufacturing ari.:: 
clcctrical machinery: hc\·cr;1gcs: rnhhcr prnduch; food proci.:ssing; petroleum relining; and. 

pwkssional and scirntific cquipmcnl. These arc also the scclors with the hight:sl rdative level 
of lanour pr,1ducti\"ily. And. a<. would he expected. thnsc sccwrs wilh lnw..:st relative share of 
l;ihour pwducli\ily arc ;1bn those with 1h..: !owes• share of grnss prnfit in manufac•uring v;1lu..:­

;1dd1.:d: textile,; tran,pnrt cquipmcnl: ;111d. wood and .:nrk products. 

Sincc Jl>75. sc\"cral "cctnrs ha\"e seen sil!nificanl changes in 1heir le\ cl of grms profit ;1s a share 
of rnanufacturinf! \"aluc-a<ldcd. Fm example. p111tcry. china and carth..:nwarc has dropped ny 
almost one-half from XII per n:nt in !1175. to .t'>AI per ecol in JIJl>J. L1:;11her footwear. on the 
olhcr hand, has sc1.:n a sig.1ificanl imrea\<.: in ih 'hare. from .U.I"" per cent in 1'>75. to O\"cr 70 pa 
cent in l'N5. Other le;1ther and leather ~uh),tilulcs h;1s abo incrc;1scd o\·cr 1hc years. And a~ 
cxpecti.:d. pc!rokum rdin..:rics ha~ di.:cre;1:-.1.:d ~i!(nilicantly from :ON.:B pa cent in 1c17.'i, to 75.

1
J2 per 

cent in JCN.\. 

T;1hlt> II.I I. Sharl' of ~rn!'ls prolil in n:anufadurin~ \aim:· added, 197:1-199.,, !'!elected yt>ar!'I 

( f\:rcrnl;1f!C) 

1975 1980 1985 1990 1991 1992 1993 

food pr oduc t •; 74. 12 74.75 77. 10 77.25 78.74 77.67 76.38 

Beverage<, 72.07 73.54 74 .81 77.21 78.66 80.01 80.28 

Textile-; 49.88 52.83 46. 70 46.91 51.82 47. 53 45.70 

Clothing (nJn·footwc;ir) 60. 52 51 .79 56.87 57.66 60.43 56.25 7.02 

Le.1thN .1nd lcath.-r ~ub•.t 1 cute~ 34.25 57 .59 43.91 52 .75 )7 .82 63.52 1.49 

Lc;ither footwc;ir 44.68 63.49 60.03 70.93 59.93 72.82 70.16 

Wood and cork product" 48.88 53.30 36.55 53.88 56. 19 53. 19 51.87 

Furn1 turc ;ind wood f 1 x tvr''. 57.10 51.37 49. 16 52 .63 59.55 60.69 0.89 
C"nt inued 
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Table II.II. I continued) 

1975 1980 1985 1990 1'N1 1992 1993 

Paper ar.d paper >)roducts 43.88 74.65 66.32 69.21 71.20 68.38 9.36 
Printing and publishing 48.20 39.55 49.93 49.97 54. 16 50.13 1.44 
lnciJstrial chemicals 65.52 60.70 60.38 61. 16 63.78 60.92 62.16 
Non-industrial chemicals 66.:!3 61.77 61.61 61.71 64.06 63.01 4.27 
Petroleun refineries ~9.33 60.73 73.61 73.74 76.09 72.91 75.92 
Rubber prod.Jets 80.68 76.l.9 79.46 80.33 81.37 79.79 79.73 
Plastic products 64.31 72.86 79.91 80.04 81.38 80.14 79.23 
Pottery, china and earthenware 80.00 57.37 77.05 61.84 56. 16 50.00 9.41 
Glass and glass products 56.54 49.57 90.00 57.19 53.46 55.33 0.79 
Non-metallic minerals 69.30 21.32 58. 12 66.35 69.07 66.14 67.33 
Basic iron and steel 67.09 53.40 
Metal products (non-machinery) 59.57 47.31 46.37 64.94 67.07 64.08 3.20 
Non-electrical machinery 50.41 38.18 46.66 58.53 61.57 57.20 8.15 
Electrical machinery 83.82 88.3? 82.21 85.30 86. 14 85.20 85.67 
Transport equipnent 19.46 48.65 16.04 16.88 24.64 20.81 25.77 
Professional and scientific 

equipnent 55.31 62.76 64.12 67.95 75.07 
Miscellaneous manufacturing 69.91 81.63 79.13 73.56 75.30 69.09 n.2Y 

Total manufacturing 63.33 63.81 65.29 66.97 69.49 68.20 68. 14 

Soun.·t•: L"'.\IDO. lnJu,tnal llcq:lnpmcnl Review' lnformauon Da1ahasc. 

D. OWNERSHIP AND INVESTMENT PATTERNS 

lnnstment 

The rale of gnm1h of c;ipital form;ition in Kenya has heen erratic:'! In the period from 1985 
to !'Ht, it rangl·d from a high of n.o<> in th..: modern economy. to ;i low of -1.t.S in J<Nl. Capital 
formation in thi: manufacturing ~.i:clnr. rosi: mi:r thal period (in l'JS2 prices) from KSh65.IS to 
KShl30.1J. In l'N-l. total inveslment in manufacturing w;is K<\h<112.l<i million (current shillings). 
ifi per n:nt of all inH:\tm..:nt in th1.: mondary 1.:conomy. This was down from l'l per c1.:nt in 1')')0, 
hut slighlly up fn1m l'N2\ bd of ju~l under 15 per ccnl. 

In l'>'J..J. an 1,;-,tim;1h:d :'i.' p1.:r Cl'nl of gro-,-, tixi:d c;1pit;il formation came from !he privale 'ector. 
The public s.:c111r. indudi11g thi: parastalal i:nterprisi:s. has traditionally ;iccounti:d for about .t5 per 
ci:nl of invc-,lmi:nl in Ki:nya, hut only for small ;1mounls of invcslment in the m;in11fac1uring sector. 
Public ime.,lm..:nl in lhi: manufacturing s1·c1or in l'NO, was only KSh536 million, down from 
KSh'J.:iS million in l'IS'I. This is k~s ihan ..J per ccnl 11f Iola! inveslmcnl in manufacluring in 198'J. 
and less lhan 2 p•:r ci:nl in l'NO. 

Table 11.12. 

Current prices 
Const;mt 1Q82 

pr ices 

<;ro~~ lind capital formation in manufacturin~. J9X5-J994 
(Million KSh) 

1985 1986 1987 1988 '989 19QIJ 1991 19?2 

101.8 161. 34 171.8 218.3 253.9 363.3 34, .6 307.3 

65. 18 83.87 89.64 112.35 110. 52 130.Q 111.47 96.36 

·---·-
i..·ourn· H1·p11hl1<" 'of l\c111.1. C'l'nlr.il Borc.1u of "''·'""''r' 

1993 1994 

414.9 612.2 

103.6 116.0 



One of th1.· maj1ir ninstr;1ints to thl." 1k\d1irm1.·nt ,,f inJu,.,try in Kenya ha!> hel."n th\." bck 11f 
a\"ailabk c;1pit;1l. In ;in dfnrt ln pril\ide tlfr, c;1pit;1I. "e\'er;1! g.1wanm..:nt and quasi-~n\·c.:rnmc:nt 
industrial dc.:\dq1m1.·nt finance: in,.,tituti,,n,., ha,·..: b..:..:n ..:stah(i,.h..:J. Th..:ir tr;u:k r..:c.irds ha\·..: n1it 

been particubrly g.n1i.I. hn\\1."\C.:L In re1.·..:nt y1.·ars th..: nu:nb..:r" nf prujc.:ds financed has Jr1ippcd. 
as hjs the total "chilling. \ aluc nf iu;Hb. 

Table 11.13. financing of grn!>s liwd rnpital fommtion. 19Kl-199.i. sell'Ckd ~ears 
( \1illi1.n KSh) 

Gross fixed capital formation 

Gross fixed capital formation 
Changes in stocks 

Total 

Financing 

Grants from abroad 
Net borrowing from abroad 
Domestic savings 

Total 

1981 

7Z5.41 
133.40 
858.81 

20.70 
326.90 
551.21 
898.81 

1990 

2,028.00 
345.32 

2,373.32 

296.10 
572.53 

1,508.01 
-; ,376.64 

1994 

2,825.26 
112.23 

2,937.49 

48' .. 62 
-287 .82 

2, 740.69 
2,937.49 

Table 11.l.t. lnduslrial 1m1jec1., ;1ppro\td hy selected gmernment and c111a!'ti-gowrnment 
in .. titutions, 1990-1 'J<J.t 

[nstituticn Number of project~ 
1990 19¥1 1992 1993 1994 

Industrial Development B.ink B 4 7 5 
Development Finance Co. 

of Kenya 9 9 21 11 9 
Kenya Industrial E;t<Hc~ 219 169 105 94 2G4 
Industrial and Commercial 

Development Corporation 12 20 lO 9 

Total 248 205 140 121 219 

.\011f(1' Rl..'ruh/1( of J\.1. Jl\.I. <"cntr.11Burt".IU11f \t.tfl',fll'' 

O\\m·r:-.hip 

Approved expenditure (million KSh) 
1<;.90 1991 1992 1993 1994 

3.l 9.6 7. 1 15.0 10.7 

5.3 8.9 22.5 11. 5 17.8 
4.0 3.7 2.9 2.0 3.9 

4.0 20.6 8.7 11.9 0.8 

16.7 42.8 41.2 40.4 33.2 

Dc,pilL' lb. ,j!..'.nilil·;1111 d1;o1H!e in p11li1·\ in lCJ:-:11111 rJJll\,. IP r,·durL' 1h,· influl'nrl· 11f g11\crnmenl in 
1h..- l'Ctll111111~ and vnr1111r .• ~,· 1h,· ri>k 11f 1hr pri\;1lc "·ct11•. 1h,· ,1a1c ha, ni;1lin11ed 111 acrount f1ir 
.1.,ip1ilic1nl 111\m·r,hip 1111rli111111: K,·111;111 irnli1'1n. Tlm111t.'.h l1l'lt!.1hr p;ir;l'1;1Lil \l'l'lnr ;irn1untnl 
l11r 11 pn n-nl 111 C ;!>!'. ,\rr11rdi111.'. 111 1h,· 1'11liry !'aper on Lntcrpri,c Rd11rm ;rnd l'ri\alita!i•m 
puhli,hnl Ii\ th,· \fini,1ry 11f h11anr,· in Ortohcr l'l'J.t. thl· l!tl\l.'rrlllll.'111 nintinunl tn h;t\L' dirt:rl 
11r indiHTI 11\\lll'r,hip in ~-~ll l·nlt'rpri,,·" ()f rhi" tlh:y had ;1 rnaj11ri1y \h;m· in .i.s ;ind a minority 
hPlding in (1(1 ind11>tri.d ,·nll'rpri'c'. Whik rhe 1111.il number 111 r11mpani'"' may 11111 'ccm l.irgl'. 
•hey arc pri111;1rilv LHl!l' cnrnpri'r' and ;1r1· r11111·1·111ratrd in lhl· ll'xtik. rcml'nt and \lJ~•;1r \l'rl11r'. 
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Paraslatal cnt..:rpri"..:" \\,·r..:. and ar..: . ..:h;1r;Kt..:ri.r..:d hy a n..:gati;.·..: gm\\th nf fa..:tor pr:lducti\·ity. high 
rat..:s nf c;1pi1al in1L·nsi1~ and lnw kvcls 1>f ..:mpl1>ym..:nt grim th. In fact. th..: k\d of indfici..:ncy is 
such that th.: W1>rld Bank~· (s..:c: Chapt..:r I. Sc:ction D) c:stimal..:s that if th..:y had function..:d at 
the: same: kvcl of dTic:i..:ncy as th.: pri\·at..: ,.,..:;:tor. the rate of CiDP gnmth would ha\c ocen two 
p1:rccn1agc p1>inh high..:r. l'ot only arc: th,·y inefficient. th..:y ar..: a significant drain on government 
rcs1>urccs. Th,· kwl nf sub ... idics (dire(( ;111d indirc:cl) to th..: sector ovcr the pt.•rind amounted to 
55 per crnt ,,f CiDP. 

\\.hih: K1.:ny;1 h;h cmhark..:d nn a pmgramm..: of pri\·afo·a1i1>n and n:form (sc..: Chapl..:r I. Sc:cti1m 
D) aimed al r..:ducinl! govc:rnm..:nl own1.:r,hip ,,f the: ..:c1>111>my. thirty-three: "strat..:gic" enterprises 
ar1: slat..:d to remain tu slate hands. Th..:y arc primarily utilitic:s. transport ( Kcny:i Railways) and 
g.1.:ncral si.:rvi..:..:' such as the post. hut al"o include the l\ational Oil Coqwration of Kenya. Kenya 
Pipcli.1..: C1l. and K..:nya Pdrnkum Oil Rdin..:rics. as well as several industrial development finance 

instil utinns. 

Within th.: pri\at1: '1.:ct.1r. th.: \as! m;1j11ri1y ,,f wmpani..:s ;1r..: small in si.re.5 F1>r cxampk. in 
l1l'JO. 11f 1h1: 2JHl2 1.:xi,1ing ol;1hli"hm..:nts. 1..>•10 had k,.,s than 50 employc:c:s and l.ll!...t had kss than 
211 cmplny..:,s. Of th..: limit..:il numh...:r of m..:dium and brg..: ..:nt..:rpris..:s. m1i,.,t ar..: 11wn..:d hy 
forc:igncrs (multinati11n;1l corp11rali11n,) ;111d A"ian-K..:ny;m". 

For..:ign im1:,.,1m1.:nl in th..: nunuLt.:curing ... ..:ch·r has h..:cn r..:btivdy "lrong. In fact. one 
estimat..:·, put.. f1'reign 1>wn1.:r,.,hip 11f 1h1: m:mubduring ,.,,·r111r ;1t .'ill pi:r C•"' -.as..:d on capital 
im1:,tm..:nl). Fllr..:ign O\\·n..:r,hip in th.: m:muf;Klurin!,!. "'ll1>r rang..:s acrnss sn·..:ral suhs..:ctors 
i. ;;luding. l<:\tik, .... h,1..:,.,. fo11d prn(..:,,.,ing. p..:triikum prnduds. ch..:micals and pharmaceuticals. 
Forc:ign C11mpani,·, ar..: :1bo inn1h-..:d in th.: m;mufocturc: and a"sc:mhly of motor n:hicks and parts. 
Thi: larg..:"I f11r..:ign im..:,111r in th.: niuntr~ i,., th.: Unitc:d Kingdom. fnllow..:d hy th.: Unitl·d Statc:s. 

In l'NO. f11r..:ign-ow;inl wmp:mic:s in all "<.:clllr" emplny..:<l 117.IHIO out of the total pri\·atc: modern 
"1.:clor bh11ur fllr(<: of 7U51HJ. Par:!'lat:tl ..:nterprist.:s in all ~c.:ctor~ accounted for tht.: c:mplllymc.:nt 
llf a forth..:r 117.lm. 

E. l:\DLSTRIAL LOC\TIO'.\ 

Intfu,.,try in K..:n::1 i' c,·ntr..:d an•und th.: l"Ptmtry·, main riti..:'. opc.:.-i:1lly N.1ir11hi ;111J Mombasa. 
wh1.:rc: tii..:rc.: i' th..: nn·l'".1ry infr;1,.,1rur1ur..: in pbce Ill "upporl inJu,tri;tl acli\·ici..:,. According Ill 
the.: 11177 C'..:n'u' ,,f lntfu,trial Pn1du•ti1ir1. the );i_,[ on..: ;1vaibhk. manufaclurinl! ;1lli\·ity centred 
;mnmd '.\;1in1hi (5.>.1i.-: p,·r Cl'nl of ..:,1;1hli,hnwnh). \lomh;";1 ( L'.4.'i p..:r c..:nt) and Nakuru (4.X pc:r 
c..:nl ). By prn\irm:. rn;111ufaduring L"<•nc..:rr1' kad in :\;1in1bi. fpllo\\t.:d hy ch..: Rift \'alky (Nakuru) 
:md then the: <-,,;"I. 

!\linini..: and qu;1rr~ini..: ;irti\ity i,., ab11 wnr,·ncrated in Nairobi with >o p..:r Cl:nt of c,.,t;1hli,hmcnh. 
:\l11mh;1,;i j, 1h,· l11c;11i11n f11r ;i further '1.5 per r<.:nl. fnll11\l,·d h~ Ki,.,umu n..:.1r L1kt.: \'ic1ori;1. Ba,i.:d 
or. pr.,vinn-. h11\\._.._,·r. 111« ( °:1;1,l ( \l11mfi.1,_1) bl!" hd1ind the 111hn' ;1, h11m..: to mininµ and 
qu;irryinc r1111<·'rn'. Th,: kadinl! pr11\irh"c· i' \airi:hi. f.,11,1\\..:d Ii: :'\y;in1:1 ;tnd th..: \Vc:,ll'rn 
prminr..:' r11111hinul. th.: Ccntr;al pr1l\in«,-, chi.: Hift \·allc\. Onl~ till· Ea,lcrn and N11rih Ea,.,tcrn 
provinrc' h;1\l· k,, .1rli\ily in chi' "·rt11r. ;rnd. in Ltrt. h:1H· \·ny li11k othn modern \C.:rlor activily 
..:ii h,· r. 

< ·.,11'lrurli11n ;1di\i1i,·, \1,·r,· 11\,·rnhclmirwly lorall.:d in the Nairnhi area whirh ;1rr11untul f11r over 
71l pe~ rent 11f ;all r11nn:rn'. \l11mh;l\;i ;,\;" h111n,· lo ju.,t o\er Ill pc.:r rcnl of !ht: n111n1ry·, huildinl! 

;111d r1111'I rud j, 111 '"'' ;ihli,hm,·nh. 

While.: fh(r,· ;ir,· n11 fil'.llrc. rnrrrnlly ;1\;1il:1hk. it i' unlikely 1h;1I ;im rl1;inl!L' '" lhi, loralion palti:rn 
h;i, t.1kl·n pl.<rc 11\l'r 1h1· p;1,I I.'\ n·,ir,. ThL· rL·rL·nt n''.1li11n of nport pr11n·-_•,inl'. tllnC\ (El'/,,) 
'LTfll'- to \t1pp11rl thi,. Thn h;1· L· l.1r.1lrd nL·;ir 1h,· m;iin riti,-... 11f N:1ir11hi ;111d \lornfi;i,;1 \\hirh 
r11n1int1L' lo .,fkr •h,· hr·.1 infra,l111r111r,·. 
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Table 11.15. Location or induslrJ in 1997 by main tmrns 

Mining and quarrying 
Nairobi 
Mont>asa 
KiSt..mJ 
Nakuru 
Thil:a 
Other Areas/Towns 
Total 

Man.if actur i ng 
Nairobi 
Morrbasa 
Kislm.l 
Nakuru 
Thika 
Eldoret 
Other Areas/Towns 
Total 

Building and construction 
Nairobi 
Mont>asa 
Kisuru 
Nakuru 
Thika 
Eldcret 
Other Areas/Towns 
Total 

Establishments 
(Nl.ri>er) 

54 
17 
t2 
9 
7 

80 
17V 

1,811 
454 
at 

163 
64 
60 

74t 
3,374 

816 
126 
30 
36 
18 
4 

121 
1,151 

Table 11.16. Location of indu~lry by prmince, 1977 

Mining and quarrying 
Nairobi 
Coast 
Rift Valley 
central 
Nyanza 
Eastern and North Eastern 
Total 

Manufacturing 
Nairobi 
Coast 
Rift Valley 
Central 
Nyanza 
Eastern and North Eastern 
lies tern 
Total 

Bui I ding and construct ion 
Nili robi 
Coast 
Rift Val lcy 
Central 
Nyanza 
wc~tern 

Total 

Establ i shmcnts 
(Nunber) 

54 
18 
24 
29 
34 
20 

179 

1,811 
471 
535 
261 

73 
56 

167 
3,374 

816 
137 

72 
54 
42 
30 

1,~51 

Eq:iloyees 
(Thousand) 

t,082 
455 
662 
507 
456 

1,301 
4,463 

61,905 
19,322 
3,412 
4,563 

11,790 
4,868 

38,465 
144,325 

38,610 
3,0ll 

454 
1,381 

183 
52 

2,518 
46,209 

Employees 
(Thousand) 

1,082 
637 
476 
759 
883 
626 

4,463 

61, 905 
20,628 
21, 158 
23,920 
2,275 
4, 798 
9,641 

144,325 

38,610 
3,436 
2,223 

955 
548 
437 

46,209 

GOP 
(Million KSh) 

487 
303 
429 
193 
167 
985 

2,564 

106,514 
31, 126 

2,345 
4,252 

14,242 
4,379 

54, 128 
216,986 

21,242 
1,207 

76 
372 
104 
41 

718 
23.760 

GOP 
(Mill ion l(Shl 

487 
348 
449 
452 
484 
344 

2,564 

106,514 
32,303 
29,536 
22 ,497 
2,817 

14,449 
8,870 

216,986 

21,242 
1,227 

497 
458 
107 
229 

23,760 
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As pointed nut in Chapkr I and is ckarly e\·idenl her.:. Kenya fac.:s a majnr prnbkm and 
challenge: in the pn1nwti11n of rural de,·d11pmen1. esp.:ci;1lly the pninwtinn of manufacturing. 
Kenyan policy is In aim for a halanc.:d p;1tt.:rn of rural/urban devd11pmen1. T11 this end many 
initiatiws h;m: b.:en undertaken already h.:ginning with the devdopment of a District Focus 
Strategy ( DFS). M11s1 of th..: indi,·idu;tl df11rts come within the framewnrk of small-scah.: 
enterprise devd11rm..:n1 such as the Rur;1( Trade and De\-d11pment Centers and the District 
De,·cl11pmt:nt Fund which supports RTDC development. the Kenya Rural Enterprio;e Programme 
which pnwides funding to small rural enterpri:;es. In the I1NO-l 1>'J-t J5 per cent of the 
employment in the informal or j1111 kuli s~·ctor was in rural ;treas. 

Other initiatiws designed specifically 111 pnimole investment and de\-dopment outside of the major 
urban centres have h..:en undertake. For .:xamplc. to promote inwstment in manufacturing and 
hotels outside nf N;1irnhi and Mnmhas:1. the governm.:nl has offered g.:nernus inwstmcnt 
allowances. A n111r..: ddaik<l acwunting of these initiatiws is given in Chapt.:r I. S.:ction D. 

F. E:\\'IRO'.'l:\IE~TAL ISSl'ES 

As noted in Chap!.:r On.:. Kenya is currently in the prnc.:ss of overhauling its environmental 
kgisbtinn by drafting an "umhrclb tm·· ;ind then harm1111i1ing all existing lcgisbtion under that 
guideline. It is doing this with the hdp of the United Nations Environmental Programme 
( lfNEP). Onn: this prnn:ss is cnmpktnl. it will nol only make enfon.:cmenl easier. it will m;;ke 
cnmpliance easier. Currently .:mironm.:nt;il kgi~btion is p;1rl of se\·eral other piec..:s of legislation 

ranging of llccup;111cy l;ms Ill .tels on traffic. 

The bigg.:sl q111.:sti1in facing l\:cnyan m;11111bl"lurer~ on this issue is when they will he required to 
meet any new and strider standard~ th;1t re~ult fr11m this process. \Vith the existing n:sourcc 
Cllns!rainh being mPs! manufacturmg cnnn:rns ;111d the bck llf adn1uatc public w;1ste management 
infrastructure ;111d bcilitii:s. it is unliki.:ly th;1! immedi;1le wmpli;incc will he expected. 

New pbnl and f;1cilitics. htl\~cn:r. ;ire likely Ill he required Ill meet new st;tndards and could then 
hc al a l"lhl di,;11h;111tag.: !ll lhL·ir CPl11PL'lt!t1rs. Surh problems ran usually he wprknl out with lax 
allllwanres. h11\~e\er. and d11 nll! ha;,c !11 PP'e a hindranre Ill new im·e.s!ment. \\'hat may well 
result in a CPJh!raint to new im·e,!mcn! i, the lack 1if ;1dequa!e public \\;tier and Wa\!e 
infra.structure. ThL· JHP\j,i,1n 11f 1•n-.sighl \\;1!er and w;1slc tri.:;1!m.:nt in rerl;1in in\·L·stmcn!s may 

;1<"1 .signilic1ntly !P thi.:ir r11,t. 

The other 1·n\ir11n111ent;il question th;1l i' g..-r1t:r;1lly a cPn.-ern Ill acquirer.s of exi,ting companies 
and thu., hec11rnes .1n i,sUL' in the pri\;1ti1;1ti11n pn1cc\s, i' pa'l environmental standards and 
practice:\. Thi' i, 1:,pcci:11ly ;1 wnci.:rn in highly polluting ind1h!rics such a' iron and sled and 
other ore pr1>res,ing. ;tnd in indth!ri.:s dealing with h;i1ardou' materials such as chemical 
krtili1er'. OnL· pf thL· i'sUL'' th;1! KL·nyan pri\·ati1atim1 au!horitil's will nl'ed !1l dc:il with is who 
he rl'\pon,ihk f11r any future liability th;1t re.suits fr11111 pre-uistinl.! prnhkms. 

When th.: purd1;1,,·r i.s ;1 slralegir im.:.sf11r (an11ther company) the is,ue can he rcsohnl fairly in 
'lraight forw.ml mannn. ,\careful u1\inH1mi.:11t;tl ;1udit is performed and the co\! of deaninl.! up 
any p;1,! d;1m:11.'.t: i' then either reduced frPm the purch;1se price and buyer t;1kc:s !ht: responsibility 
of rkanini.: up and bringing lhe silc up 111 sland;1rds. or fill' r11sl is h11rne hy llh' seller and the 
clean up i.> dlllk' pri11r lo the lin;tli1;1ti11n 11f the purch;he. The: is,ue is no! .'o ,fraight forward 
whl'n thL· pri\ali1.11i11n j, pL·rfprmi.:d thrnugh the puhlir is,u;1nci.: of sharn . .:,p.-rially when !ht: 
pn!cnlial purdl.l\L·r 111 rhe 'h.irL·s ar,· indi\id11;ils no! nvrL .. .,,;irily informl'd nf the ramilira!ion' that 
anv fuillrL· ln!i,l.11i1L· l'h:ing,·, mighl h,1\L' ;111d llll'ir pn!enti;tl li;1hilitic,. 
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G. TRADE IN l\1ANUFACl'URES 

Imports 

Import liberal:1 .. til1n in the second half of the 1981.ls led to a sharp jump in imports. especially that 
of manufactured goods. From 19S6 to l'NO, the import of processed !ndustrial goods nearly 
doubled, as did consumer goods imports. Machinery and capital equipment imports more than 
doubled, and processed food and tram•port equipment imports were up significantly. As a result. 
the trade balance in manufactured goods widened from KSh872 million in 19&i. to KSh 1.625 in 
1990. In real terms the increase in the gap was more than :n per cent. 

As a share of total imports. manufaciured go.ids has remained fairly stable in the 76 per cent 
range_ They increased sharply in l'JS7 ;is the result of the significant increase in the value of 
processed indust:ial goods and transport equipment. Within manufactured imports, processed 
industrial good' (including chemicals. ha . .;ic metals and non-metallic mineral produces) has been 
the largest wmponenl ro~ some time_ In the l'JSlls. they accounted for close to -tl' per cent of all 
manufactun:d implirts. But hy l')l)J. th.: share had increast.:d lo over 4<"1 per cent. It has remained 
al th;1t level >.im:e. 

Capital good» and machinery is the >.c:wnd largest import item within manufactured goods. 
accounting for 2il pa c1.:nt of the total in l')'J-t. This share has dropped in recc:nt y•;ars from a 
high of 32.5 per cent in t•}I){). Transport equipment i~ the ncxl largest catcgory of manufactur..:d 
imports at lh pcr cent. This is down snmc from the 20 per cent of total manufactured imports 
it accountcd for in l1JSO. t>ut rccovered from the low levels in l'J91- l')'J3 when ltccreased dem;ind 
for as>oemhlc<l cir» ( rc-exports) and shmt;1ges of fon:ign currency limited imports. 

Table 11.17. Manufactured imports, h~· broad economic category, 1980-199-1, selected years 
(Million KSh)"/ 

1980 1986 1987 1988 1989 1990 1991 1992 1993 1994 

Precessed foods and 429.42 79.20 62.76 72.14 111-0 110.8 65.39 175.6 145.8 430.9 
beverages (4.98) (7 .57) (5. 73) (4.92) (6.08) (5.68) (3.2J (8.4) (4. 1) ( 10. 1) 

Pro~essed industri~l 227 .6 393.3 425.5 619.7 728.3 778.8 951.1 936.3 1,822 1,883 
supplies C.58. 5) (37 .6) (38.8) (42.2) (39.9) (39.9) (46.4) (44.6) (51 .7) (43.9) 

Machi ncry and capital 154.6 254.5 319.7 414.3 476. 5 634.1 608.7 6u0.0 739.4 883.4 
equipment (26.2) (24.3) C29.2> C28.2J (26.1) C32.5> (29.7) (28.6) (21.0) C20.6J 

Transport equipment 121.2 259.6 190.7 267 .2 393.9 315.5 293.0 238.0 461.8 706.0 
C20.5) C24.8) (17.4) C13.2J C21.6J C16.2J (14.3) (11.3) (13.1) (16.5) 

Consumer goodo; 57.7 59.79 70.6 93.9 116.9 110.5 132.6 149.1 357.9 385.1 
(9.8) (5. 71) (6.4) (6.4) (6.4) (5.7) C6.5J (7.1) ( 10.2) (9.0) 

Total manufactured 
imports 5~0. 5 1,046 1,096 1,467 1,826 1, 950 2,051 ~.099 3, 527 4,288 

Real value of 
manufactun:d imports 714 .0 715 .7 716.9 886.2 1,008 955.4 26.48 29.5 1, 127 1,285 

~~rcentage of total 
imports 78.2 16.6 83. 1 81.6 76.5 77.5 71.u 69.8 74. 5 

.\111111<'1 l>rl<>11!C ''"'~111·, ,\ 'tc'I' \1.111o1;.:c111cnt c .. n, .. 1to1nh .ind ,\fn,·;111 llc<clopmcnt and l·;.ononll<" Cnn,ultan1' Ltd, 
Krrl:...111 :\v.,on.111011 (If \1.111uf.1rlun·r·., '\1udy. '/h1• fln·~1·n1 tllld Furun• F111.111r11r;: ,\'1·1·d~ of th1• !11d11'if'1tll St•ctnr 
,,, ~~-1'11_\ll, '"11n1h1. \1.t)' l'J')2 . • tr111 Rq1uhlH 11( Kcn\..t. f't·nrr.11 lh1re.llJ of "'i1.1tl'•lln· 
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Imporkd proo:ssc:d foods and hc:\'c:ragc:s \'aries in response: tu food production al home. In 
pc:riods of food sh,lrt;1ges. thc amnunt of imported prncc:ssed food stuffs will incrc.:asc:. The se.:tor 
also jumpc:d in n:sp1insc: to impmt lihc:rali1;1tion. c:spc:cially in terms of sugar imports (sec chapter 
I. Sect im• A). 

Mcasurcd hy m;mufacturing hranch rathc:r than hroad :ndustrial catc:gory. chemicals become the 
most important manufa.:tured impnrl acwunting for .Ui. Hi pc:r cent of llltal manufactured imports 
in 1993. Ncxt in importance is machinery and transport cquipmcnt ( rnmhincd by this classification 
method). 

Table 11.18. Manufactured imports by industrial brnnch, 1975-1993, selectl'd years 
( Percc.:ntagc of total manufactured imports) 

Basic 
Textiles Wood Paper, Non· metals, Machinery 

Processed and products, printing, Chemical metallic iron and and Hise. 
Year foods clothing furniture publishing industry products steel equipment goods 

1975 5.73 8.01 0. 18 5.61 21.33 1.52 7.22 49.59 0.81 
1980 7.12 3.87 0.26 3. 13 25.22 1.75 9.65 48.31 0.69 
1985 11.43 3.55 0.23 3.16 28.36 1.41 9.80 41.45 0.61 
1986 10.49 2.66 0.15 2.98 24.38 1.25 7.25 50.35 o ... 8 
1987 8.27 3.81 0.18 2.86 26.79 1.33 9.03 47.21 0.51 
1988 8.58 2. 14 0.29 2.99 25.10 1.49 9.73 49.05 0.64 
1989 6.25 2.72 0.22 2.64 19.25 1.34 8.05 58.67 0.84 
1990 9.90 1.97 0.32 2.80 18.08 1.51 8.97 55.97 0.48 
1991 11.93 2.17 0.53 !..43 22.19 1.83 9.60 47.78 0.53 
1992 16.00 2.96 0.44 4.19 25.36 1.58 8.82 40.12 0.54 
1993 8.21 7.21 0.65 3.19 25.01 1.30 7.01 46.16 1.28 

Soun:t•: lSIIJ<J. lndu,1naf lk,dormcni Re'""" ln'"rmJ111in l>J1ah;i,c. 

Exports 

,.\'can he 'een in T,1hk 11. l'J hdPw. dlorh 10 1.:ncouragc: thc: c:xporl of manufaclurc:d goods began 
lo lake effect hy l'Jl)l) whL·n thc:y ni'e in rc.:al \;iluc: and"' a percc:ntage of lntal 1.:xpons. A rhangc: 
in the 'lruclure 11f m;1nula~lurc.:J exp11rh ha' ;1bc> laken placc: ovc.:r thc: years. In the l'J80s. the 
'har1.: of wn,umcr goolb in !he total m.inufoclured gnod' exports rose from 1 1 )~()\ '>hare of just 
mc:r 1'1 per cc:nt. lo on.:r ~'I pc:r cc:nt in l1>."if1. In l'>'JS and l1JH<J, there was a 'harp drop in thc: 
,hare of cxpmh 111 2-l.<1 pc.:r cc.:nl and 22.7 pc.:r cent rc,peclivcly. A mod:.:s: n.:rnvc:ry was ma<le lo 
1he 2.'i per cc:nl range \\hc:re con,umn g11ml\ 1.:xporh re111;1incd until thc.:y look a large jump in 
11N.'i. lo 2H. I pl."r rc.:nl 11f Iota! manuf.u:lurc:d exporh. 

This rise in lhl'. rc.:la!ive ,h;ire of manufarluri.:d con:,umer good' 1.:xporl\ i, mirrorc:d hy a dedine 
in the relative share 11f JHllce"ed food c:xporh ovl"r 1h1.: l'IS0-1<>4)-l pc:riod. In l'JSlb. 1h1.: <.harc: of 
prorrsse J food and hc.:vc.:r:1gc:' in m;111uLir111red ·:xp11rh wa' over .12 per cc:nl. By 1•1<J-l, lhal .\harc: 
h;:d falkn 25.11 per ll'nl. wi1h 1110\1of1h1.: drop occurring ,inre 11)')0, Al 1h1.: "11111.: time the share 
of indu,frial pr11rl"."1.·d C\JH•rh h:" lluclt1ak'd with thl" \\nrld pricc: of commmlitv raw makriab, 
ranL'.ing fr11111 ;1 high of .U1.7 p...-r \'.1.:nl in l'l:-il1. lo a low of .17.11 per renl in l'JS7. 



Table 11.19. Manufactured exports. by broad economic category, 1980-199~. stlected ~-.:• :s 
(Mill ion KSh )a/ 

Process,'!<J food and 
beverages 

Processed industrial 
supplies 

Machinery and capital 
equipment 

Transport equipment 

Consuner goods 

i980 1986 1987 198ll 1989 1990 1991 1992 1993 

31.09 48.16 49.04 53.78 73.02 106.3 139.7 171.0 378.0 
(32.8) (27.6) (29.9) C28.0) (29.3) C32.7) C29.9) C29.7) C26.3) 

41.28 68.70 62. 16 80.66 109.0 127.0 199. 1 243.5 653.1 
(43.5) (46.7) (37.9) (41.8) (43.0) (39.1) (42.6) (42.3) (45.4) 

2.48 4. 17 4.06 5.61 6.53 6.90 10.52 13.76 23.43 
(2.6> <2.4) (2.5) (2.9) (2.6) (2.1) C2.3> <2.4) ( 1.6) 

1.66 3.23 4. 14 5.34 4.52 2.62 4.35 8.06 30.59 
(1.8) ( 1. 9) (2.5) C2.8) ( 1 .8) (0.8) (0.9) ( 1.4) (2. 1) 

18.38 49.95 44.72 47.52 56.54 82.23 113.5 139.1 353.6 

lS~< 

515.6 
(25.6) 

850.6 
(42.2) 

37.30 
(1.9) 

47.00 
C2.3l 

566.6 
(19.4) (28.7) (27.3) (24.6) C22.7) C25.3l C24.5> (24. 1) (24.6) (28.1) 

Total manufactu;ed 
exports 

Real value of 
manufactured exports 

Percentage of total 
exports 

94.89 

114.7 

22.9 

174.2 

119.2 

19.9 

164.1 192.9 24'.".6 

107.3 116.5 137.8 

24.8 24.4 24.5 

325.1 467., 575.5 1,438 2,017 

163.9 211.0 227.4 .+59.3 604.5 

26.4 30.5 33.7 39.7 48.4 

St111rctT Dcfnirtc 11;1,1.in, & 'Y;/1' \lan;1;:emen1 C .. n,ullanh and ,\fm'<rn I 1evclllpmen1 an<l J',·onomic Cnnsullani. 1.!J. 
l\.cny.tn .-\~~' )4.·a.icu in "f \t.mufoll'lun:r.. Stud~. JJz .. • f'!Jyt•\t'lll and Fuwre 1-·1na11c:111g .\"ccd\ of tltt• /11,/1nrri.J/ St•<: tor 

m /.:,·nr.1. :\.11r ht. \la)· l'l'J2; Hcpuhlir <>f Kenya. Cenlral Bureau of S1;i1is11c,. 

H. INTERNATIONAL COOPERATION FOR INDUSTRIAL 
DEVELOPMENT 

Kenya has he1:n a major r1:cipirn1 of ofli;:ial devdopmrnt as.\istanc1: (ODA) since ih 
indcpemknce. Billions of <.iollars hav1: h1:rn ~ran!ed and loaned over thl: P"'t .1<1 year\. In the !alt' 
Jt>SOs, the annual anrnunl of ODA to Keny;1 ballooned from !he n1:1 level 1;f ~-ltY.1--1511 per annum 
(J'JXO-l 1>S7), Ill and tluwof$1.IX7 billion in l'J<IO. Di,sali,foclilln wi1h !he spc1:d ofp1•li1ical and 
economic rdorm. howcn:r, led 11: ;1 'harp decline in lhc.: amount of multilateral ODA in l'>'JJ and 
l'J'J2. In Nm·1:mher l'J<>l, quick-lfohursin!! halance-of-paymenls aid wa~ frwen, and remained ~o 
for two year.,. The continu1:d di.\.\ali\faclion hy mult;latcral and L1lateral donor~. lllgether with the 
general heh lightc:ning in lhe Wes! with n.:gard to ODA lo all re.:ipien:,, has cr1:aled a de~ire in 
the coun1ry Ill r1:duce ih level of depcmknl'1: on ODA tlow' as noted aho\e. 

In recent y1:ar~. th1: amounl of ODA funds u,1.:d for tcdrnical woper;i1; ... ITC) has ri,1.:n 
dramalically from 1-1 p1:r cenl in l'J<>O. lo Jo p1:r cent in 1'}'}2. ,\, well "' an ex;1min;11ion of 1h1: 
appropria11: uses of ODA. disappoinlmcnl wilh many of 1h1: llevdopmenl projn·I\ undntaken in 
!he pa,(, has al,o led lo ;in 1:xamina1i1111 by K1:nyan au1hori1i1:, of th1: 11'1: of much 11f 1h1:,e ODA 
funds u,i:d for lcrhnictl c11111wra1i1in. Thi, i' 1.:'(ll'cially the c;l'l' with ll:l'hnicil a,,i,1anl'1: (TA) lo 
sm;ill and medium cnlcrpri'c' a' dc,nihl·d in C'h;1pll'r I. ."lcrti11n D. 

UNIDO ha' bei.:11 par1in1brly active in Ki:nya. wilh ovcr XII TC projects compk!ed 'im:e l'X>'J. 
( 'urr1:n1ly, 1hirlL•.·n pr11jl·rh ;1r1: umkr \\ay. l 1 ~:D1 > projn·h. pa.,I and pr1:,1:nt, ,.,vi.:r a hroad ;irca 
of the TC ni.:n(, 1if 1h1: cou•1lry. P;"I projn·1, have ind11d1:d: industrial tr;1inir.g in 'uch area' a' 
food prol'l'.''ing; krhnplo~y I ran,fcr and approprialc lcchnol11gy ch11icc; ;~dvi,ory 'cr·.in-s lo lhc 
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Minis1ry of Industry; support Ill [\;( iOs; support Ill womc.:n in in~Jslry; anJ an in-;c.:stmc.:nt 
promotion sc.:minar. Ma;1y industrial s1.·ctnrs haw hc.:c.:n c,1\c.:rc.:d: the.: food procc.:~sing; lc:athc.:r; 
c.:nc.:r1,.~·; pulp aml papc.:r; cc.:mcnt; hoat-building anJ synlhc.:tic fihrc.:s industric.:s to nam.: just a fc.:w. 

Kc.:nya·s technical assistance nec.:ds remain grc.:at and UNI DO acti\ity in the country is. and \\ill foe. 
on-going. Future.: arc.:as of coopcratilln will cnntinue to include.: support to NGOs. support to small­
scalc induslric.::>. industrial training. technolo~'Y choice and the man:· olher areas whc.:re UNIDO 
can prmidc.: supp.irt. As a rc.:~i..11t of the wi1hdrawal of the Kc.:nyan government from a direct role 
in the economy. it is expected !hat UNIDO support din.:clly to the printe seclor will rise. 



h(• TI!t' .\/a1111fuct11ri11g St'Ctor 

NOTES TO CHAPTER II 

l/ Repuhlic of Kenya. Central Bureau of Statistics. Statistical Abstract 1991 .. 

2/ World Bank. World Table" 1995. Washington D.C. 

3/ Repuhlic t?f Kenya. Central Bureau of Statistics. Statistical Abstract 1991, pp. 43-49 and 

Ew110111ic Sun·cy 1995, pp. 28-30 .. 

4/ World Bank. Kenya Pviwry rlssnsmmt, Washington D .. C., March 1995. 

5/ Rcpuhlic of Kenya, Central Bureau of Statistics. Statistical Abstract 1991, p .. 86 .. 

6/ Eurnpa Puhlications Ltd., Africa So11tlr of tire Sahara 1995, London, Octohcr 1994, p .. 
-N4. 



III. INDUSTRIAL BRANCH PROFILES 

A. FOOD PROCESSING AND RELATED AGRO-INDUSTRIES 

As noted throughout this study, the food processing ;ind other agro-rclated industries arc an 
import<inl clement of Kenya's economy and have played a leading role in the coJntry's economic 
and industrial development. Their combined share in the country's total manufacturing sector 
exceeds 68 per cent. measured in terms of the contribution to GDP. Sixty per cent of the more 
than 4,000 industrial establishments in Kenya arc agro-based enterprises. 

The agro-industry sector has developed on the basis of traditional domestic resources and activities 
include food processing. beverages and iohacco. This trend of development is likely to continue 
into the future, as th:.: utilization of domestic resources still remains a primary abjectivr• in Kenya's 
development strategy. 

STARCHY STAPLE FOODS 

The resource ba~e 

The main food crops produced and consumed in Kenya arc maize, wheat, rice. sorghum and 
millet. Others arc root crops, beans and pulses. Maize is Kenya's most wic!ely consumed food 
item and accounts for n.:arly half of the calorics and useablc protein available to the populatie·1. 
Recently, the counrry has managed to achieve self-sufficiency from local production except during 
years of had weather. 

Wheat i<> th..: second most important cereal crop consumed in the country after maize. It has been 
grown in Kenya since the colonial times and production had principally been hy large-scale farms. 
The country produces sli!!hlly less than 50 per cenl ;if its wheal rcquircmcnls, however, and thus 
imporb !he rl'.sl. Whik domcsric wheat ourpur has cxhihircd \'Cr} slow grow1h, consumption has 
increased ralhl'.r rapidly mainly due to popubrion grcw.1h and urbanization. 

Rice production in Kenya occurs primarily on small-scale fa~ms. Both irrigation and rain-fed 
cropping methods ;ire uscd. Irrigation tak .. s place at Mwca, Ahern, Bunyala and Wes! Kano. 
Rain-fed production is mainly concenlratcd in rhe Western. Nyanza and Coast Provinces. Two 
varieties of rice arc produced in Kenya, Basmali and Sindano. Rice production from irrigated 
schemes accounts for about 15,!KXl tonnes per year. while rain-fed production accounts for ab11u1 
r.,ooo tonnes pl'.r ~car. 

Allhough sorghum and r.iillci arc !radii; mal crops, thrir consumpli11n is dcdining. They havc, 
hc1Wl'.Vl'.r, hccn idcnrilicd ii\ polcnlial c:l\h crops in semi-arid area.\ and !h1:ir prod11c1ion is being 
encnuragl'.d. 
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Table Ill.I. Production and consumption or major staples, 19H8/M9-1993/9.a"/ 

Period 

1988/:9 
1989/90 
1990/91 
1991/92 
1992/93 
1993/94 

~Maize (million bags) 
ProdJCCion Cons~tion 

31.4 27.6 
30.3 28.5 
35.0 29.5 
26.0 30.4 
25.0 30.9 
19.5 33.3 

Wheat (million b<!gs) 
Production Cons~tion 

2.78 5.0fJ 
2.62 4.80 
2.95 5.10 
2.42 5.40 
2.20 5.50 
2.60 5.70 

Rice (tonnes; 
~roduction Constillltion 

34, 170 61,700 
36,000 63,954 
35,500 66, 195 
36,000 67,600 
40,000 70,725 
41,070 78,000 

Sm.rn-: Rcpuhlll" :>f Kenya. '.\.lmi,.lry of :\gru:ullurc and l.ivcsl<X~ Dc,·clnpmcnl. Planning D"""'n. 

MAIZE MILi.i~(; 

Past trends 

ffotnrically. m;ii1..: nnur has h..:..:n a major food it..:m in Kenya's household consumption pattern. 
Consequently. mai1c milling has remained the largest industrial acti\ily under th..: grains and grain 
products suhscclor. Th..: producl of mai1..: milling is sifted maize nour and the hy-products arc 
mai1c hran (u~..:d in animal fc..:d). mai1c g..:rm (used in oil extraction), and s~·molina used in 
hrcakfast foods and lhc hn:wcry industry. 

Table 111.2. 

Product 

Maize meal 
Wheat flour 
Wheat offal 
Hai ze germ 
Maize offal 
Rice 

l'rodudion of i.:roain millini.: products, llJCJ0-199.S 
(Tonnt:s) 

1990 1991 1992 

241,411 227,350 119,614 
171,870 18),545 222,457 
31,408 45,156 51,900 
~8,335 35 ,047 15, 110 

;md brar. 22,537 11,501 
20,004 15,207 i8,206 

,.rlllffl' Rcp1ohl1< "' l-:cn,,1, < ·c.ltr.11 lhirc.:.w ,,, "tt.:ri-.t1, ... 

1993 1994 

168, 123 233, 185 
143,068 191,435 
38, 124 49, 990 
19,M3 25,535 
15,603 16,716 
13,609 10,999 

t\lmosl all rur;il markeh in Kenya ha\e millin;! L.cili1ie-. c11rnmonl~ rdcrred Jn ;is "Posho Mills". 
whirh literally me;111s llour milk \f,,,, nf 1h,·rn arc opn;1fcd h~ loral rntr..:pren,·11r-. and self-help 
group' or u1opcr;1Ji\·e ,,,cielil'-.. Thne ;1r .. ·. h11'.l.t:n:r. m;1j11r maiA· miller, -.ud1 as .Ltmho Flour 
Milla\. ;\;;iirnhi Fl11ur \!ill'. l 'nga \l.1i1c \!illcr· .. Fb~cry \lilkr'. 1h .. · '.\;1li11n;il \tilling 
Corporal1on. \lnmh;";i \bite \lilkr, ;111d Kirin~;1g.1 f'lnur \!ilk Thl·,e ,·nkrpri"·' arc loraled 
in rhc urh;1n fl'llfrl'' 11f 1he counlrv. 

lkrw..:en 1'111,, .111d l'l."11'. rn.1i1c pr11du<1i1•n irH r,.,1wd al a .er1mlh rail' nf ~.~per rn11 per .111num. 
horn l'IXO 111 i'>'lfl, 1hc rate pilki:d up I•• r,.,1rh 'i, 11 pn n·nt pn ;innurn. llnwna. rh._ ;1how 
!rend w;" ri:\cr,l·d in lhl· i'l'lfls 1hrin1~ \\hid1 produr1i11n h." fl'rordnl a ncl'.aliH· .L~rnv.1h rate of 
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nearly <J.11 pc.:r c..:nt p..·r annum. This r..:Juctilln in output is attrihutc<l lo unfarnuraMc w..:ath..:r. a 
•kclinc in th..: u:-c of fcrti!il'a d:.:e to hi~h prii:es an<l to some: extent. the low quality of s..:e<ls. 

Capacity utilil'ati1m of the mills rns..: in 111'1-t when th..: ntail'e market was liflcralil'c<l an<l the 
production of nuil'..: 11.iur increased ln 232.2 lh\lusan<l lnnnl.'.' from 120.0 thousand tonnes in 1'>92. 

ConstrJinls and pro:.pects 

In the past. price controls on mail'..: hinder..:d the fn:e market forces necessary for its increased 
production. Th..: d..:wntrol of agricultur;1I pric..:s in l'N-t (sec Chapter I) has nnl yet had the 
desired effect of increasing production. ht•wever. In fact. the concurrent lihcralil';ttilln ,,f tradi; has 
meant that thl.'. country has faced stiff wmpc.:tition from 1..hcap mail'e imports. ..\s a result. the 
government was f1lrccd to intcrvi:ne lo protect local indu ... try hy imposing ta:1.l.'.s on imported 
foodstuffs. Thi.'. rc<luctilln of import dutic ... tin agricultural farm inputs. and the freeing of mail'c 
prices should. howc\"cr. lead lo incrcas..:d pn•duction in nc;1r future. 

WllEAT-K..\SEI> PROl>l.lTS 

Past tn~nds 

\\'heat h;•s been grnwn m the Kcnva .. inc..: indqwndcoc..: in 1%.1. hut dc-.pite the effort 
government ha-. made in such area-. ;1s pro\iding credit support for increased production. the 
country remain' a net importer. D..:mand frllm th.: bakery industry alone is six million hags of 
wheal flour anti only IW•• million hag .. arc produced loc;11ly. The rest of the wheat requirement 
is met frnm import' which include all the durum wheat required for the m;mufocturc of p;1sla 
products such a .. m;1c1rnni and sp;t!!hctti. Durum wheal is imported frnm Canad;1 and the United 
States. 

Dc-.pitc ;1 mi ir.: 1 han -to per cent ri ... c in the production pf wheat in l'N-t : from 7<1.') I housan<l 
tonnes 1<1 107.S ilh•usan<l tonne:-.}. irnpnrh rose ovn 12.1 pn cent to a record J:\1.1 thousand 
tonnes. ~lcasurcd in t..:rrns of hag-, (Tahl..: Ill.I ahovc) rhis j.., a shnrtfall of 3.1 billion hags. 

D..:mand for whc;1t llnur i-. distributed ;i-, fPll11ws: home-baking t.-t per cent: bread m;1king .12 per 
cent: hiscuir... three prr ccnl; and past;1 pmdurt·. and hahy fund' one per ccnl. Rctwccn l'I')( and 
l'N.1, the ln..:i of c1pacity u1ili1a1ion of h;1kay cnlcrpriscs w;" an average of t.1 per n:nl. In l'l'J-t, 

h;1kcry <.:nlcrpris.:' h;1vc innc;1,cd prPduclilln a-, indicarcd hy !he fi!,!trrcs in lhc Tahlc 111 .. 1 helow. 
The main produrt of whc;11 millin!! i-, sifrc-,1 \\heal llnur. By-produch include bran and gi:rm usnl 
in animal f..:..:d. 

Tothll' llU. Prll(l IJrt ion of ha l..t·Q pr•1dm·h, PNll-199-t 

(Tllnnc') 

Product Unit 1990 1991 1992 1993 1994 

------ -------
Bread M1lt1on tonn(' ... , 99,230 95,944 95,944 98, 173 156,273 

Sc on~~ Mill 1on tonne•; 152 228 228 272 231 

Cake> KI l 01r;i11111(" 1">7, 950 60,849 60,849 (>2,5)2 91,450 

Bi<;(Ul h K 1 l01r,1rT1~ 2 ,i.49, fl75 3, li 3, 3()5 2, 121-,940 2,289,668 3,600, 153 
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Constr.iinh and prnspt:ds 

The major C•Hblr;1in1 l<l !he furrhcr lk\o.:h•pm..:nl and exp;m,ion of !he wheal-h;i,;c.:J prnJucl foo<l 
pnicessir.g ;111J k1keJ g•>oJs inJus1r'...:,. i., 1hc simpk LKI Iha! Kenya is no! sdf-suffo:ic.:nl in wheal 
producti,in anJ h;t-. I•> imptir! a suh,untial amount of \lofo:al while faced with serious foreign 
C.:Xlhangc a\aibhility wnstraints. Wh..:;1t imptirts rangl· fr,1m :n per n:nt of tho.: wuntry's wheat 
consump1i,1n 1t1 11'• per cent. dcpcmling tl'l the han·csl tif any given yc.::ar. 

It also is unlikdy that then: wili he a signifo:anl increase in !he local pro<l!.!clinn of wheal. First. 
1hc cos! of inpuh us..:d in dt>mcslic wheal pniJuction. such as fertilizers. imporlcd m;1chinery and 
their spare part' ha, ris..:n and will nmtinu..: to do so. And. l:tnd reforms f11llowing indcpcl'dcnce 
which farnurc<l tho.: suhdi\·ision of bnJ inlo smaller pl•.1ts has hcen count..:r productive to !he 
pniductio:i of wh..:al. rho.: farming ,if which is hi)!hly m..:chani1ed and hcncfi!s fn1m the economi.:s 
of scale offcr..:d hy brg..:-scale farming. Small-scale wheat forming. while on tho.: increase. suffers 
from a lack of apprnpri;1tc technology. 

The liherali1ati11n 11f pricing and m;irkc1ing 11h\ho.:at products. and !ht: rcmo\·al of du;y on krtilizer 
~hnuld improve.: d11mc.:stic pniductinn. hut Kenya will remain a net importer nf most of its wheal 
rc.:quirc.:m..:nts. On the.: ocher hand. rho.: growth of rhc popub11nn alone means th;1t the demand for 
whc.:al-h;1sc.:d products will cnnlinuc In ri,i.: ,1nmgly for man~· year'> lo nimc. 

Pa ... t trl'nds 

Rc;1ns ;ind pul'..:' f11rm ;1n im1111rt;111t r .... d iton ;111d SllllrCO.: •• r chc;1p (H1l(L·in f,ir ;1 brgc por!inn of 
thc p11pub1i1111 in h11th urh.1n and rur;tl arc.1'. Currcnt p 11dulli11n 11f hi:an' is about -W3.0Ctl tonnes 
while th:1! pf 11thcr pubcs (pigi:on p1.·;1s. nmpc:1s ;inJ grccn gram'>) makc up ;1n111hi.:r 2110.000 
tunncs Thc l<•Lil nati<m;1f rcquir..:mcn! f11r hc;1ns ;ind nubcs is estimated al 1.'1~.:'it~l lonni.:s whilh 
implics 1h:1I Ku1y;1 rL·quir..:s ahPU! ~IJMM! murc.: !1mnc.:s In c11\o.:r thi.: supply g;1p. Kcnya has hci:n 
pr1•dm·im.'. ;in ;1\cragc ,,f (\\o milli11n h:1gs p1.:r ~c;ir in thc l'l'ltl-1'1'1~ pi.:riml (sc.:t: Tahk 111.~l. 

Tahll' lllA. 

Crop 

Bean~ 

Poraroc~ 

Sorghum 
M1 I let 

E,timakd prorl11l'li111111f 'l'it•l'll'd uop,, rrnp forl't"a't 'unt'.J>, 19'J0/91-! 99~/95'1 

(\lilliPn : •. 1gs) 

1990/91 1991/92 1992/93 1993/91, 1994/95 

2.31. 2. 10 2.39 1.25 2.82 
2. 13 1.9~ 2.26 1.99 2.51 
0.88 0.82 0.95 0.86 1. 05 
0.40 0.35 0.45 0.39 Q.47 

( "1111,trainh ;,1111 pr11 .. p1-rh 

II j, n1c·rlc'd111.11 1h,· i11rc:11li\1.'s ~·:\1.·11 111 hrmn' thrnu1!i1 the· rulurlion of l.1rm input pric;, .1:1d 
th•: hclkr pririnl'. 11l lltl!p11t will r"'ull 111 ;111 i11rrt'a . ..: in pr11d1:,1ill11tn11ll"l't 1k111:·.nd. \\'eathn. ;1111 1 

till" a\,1iLil1ili1v "f n"Jl' 111 pr11r1·-,,, \\ill :ii"' gr,·;11ly dfrrt th,- ability of th,· ':rl(lr to t'Xp;111d. 
~:11\'l' tlh'rl' j, 1111 l.1rv"· .r;1k prpn·,,i111• ,,f h,·;111'. 111ud1 of the outlook fpr th;, 'e\'!Pr v.ill al'" 
dq11.·nd \\11th,· l'lkl'liH·m·,, of the \ll('fl' 11 'rhcrnc' for ,111,ill h11sinl'" and p11 kali 'ntor. 
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ROOT CROPS 

Past trends 

The main nlot crnp" gniwn in Kenya arc Irish potatoes. ~wed potatoes. cassa\·a and yams. The 
comhincd total production of these crnps i,, estimated at l.73 million tonnes. Root crops form an 
important reserve for a majority of rural people and ha\c a cushion effect duri~g ix:riods of 
drought and food shortages since they arc more resistant tn prolonged drought. Produccion of 
potatoes increased from 2.0 million hags in 111'>2 to 25 millic.n hags in 191)4 as indicated hy Crop 
Forecast Sun·cy wnduch:d hy Central Bur..::iu of Statistics (Tahle 111.4 ahovc). Irish potatoes arc 
used primarily in the hlltcl indu,;try ;md f11r making French fries (crisps). 

Conslr.aints and pro!>pecls 

A change in the e;1ting hahits of Kenyar.:·. ~;"resulted in a drastic drop in the production of sweet 
pot;1tncs. c;1,,,,a\;1 am' yam,,. The gll\..:rnmcnl i,, cncourag:ng formcrs tu incrcasc thc production 
of these mnrc drought rcsist;mt cmp" ;1s part of ; !le Clluntry·s ll\"Crali food sccurity programme, 
huwevcr. The outhiok fllr this suhscc!lir will thus dcix:nd to;. large degn:e nn how successful this 
prumot ion is. 

FRl'.ITS A~D \H;t::TAKLES 

Kenya priiduccs aho11t livc million tnnnes ,if fruit-.. and vcgclahlcs per year. The major products 
arc pincappks. Fr.:nch h.:;rn,,. cut lluwer,. a\llc;1J11cs and mangnes. Horticuhun.: is th1.: fourth 
brgcst for1.:ign cxchange c1rnn in Kcny;i aft.:r tourism. t.:a and rnffc1.:. In l'.1'.14. horticulture 
exports carncd Kcny.1 KSh-H4.'I milEnn. Export!. arc c;irri.:d out cithcr directly hy inwstors or 
throu!!h thc H11rticu;1ur;il Crop Dcvch1pm1.:nt Auth11rity (HCDA) 1.1.fo1,,1.: sharc 11f e.\ports in J<N4 
was KSh24'1.S millinn. Cut llow.:r" arc the hi~e-,t horticultur;1l cxports followcd hy French h1.:ans. 

Pa .. t trl'ncb 

\Vhilc a Iaq.!c pnrtion of the· pr11duclion 11f fruih and vq!c.:l;1hfc,, ar1.: cnn,,um1.:d and cxportcd fr1.:sh. 
it is cslimaled th;1I ;1h11111 .•511.(MMl l11nnl·, ,,f fruih and V<.:1.!l.:lahk" arc prncc,,scd annually. Th"'. 
arc approxir:1;11dv .1d prncL·'-'in~ pbnt- in Kc·nya. nf which 1h1.: br!-!C-'l i.' Dcl !\tnntc. Thi: Dcl 
\l11ntc pbnt h;1-. ;1 c1pti-...- pbn1;11iun priiduring tJ11,c to 250.IMHl lnnncs pi.:r year of thc fr1.:sh fruih 
and \c~..:L1hk,. 111;1inly pi1w;1ppk'. l'r11rc"in!: 11f fruih ;ind \cgl"!ahle, in Kenya include the 
Linn inf!. d.:l1ydr;•I j, in. lrc·uinl.!. ext L1l"I i11n ,,f ju ire. and manuL.ctur:.: 11f jam' and marmabtk,. 

( i) Del \111nt.:( K) Ltd. L11catcd in Thib. D~·I M1,nt.: i., the br!!l.:'l food pr1ic1.:_,_,in!! fanory 
in the wunlry prnrc·.,,ing m1"1Iy pinc·appks for curninf! and .iuitT. 

(ii) K~·ny;1 Fruit Prnri.:.,,ors. Al"1 localed in Thika. this enl1.:rpri'c cxlr;1r1•. fruil juice frcm 

p;1"ion fruit and ;1bn mako p:1-,,i11n juice ronr•:nlrale mainly for export. 

(v) Kem;1 Ord1;ird-, l.td. l.or.11L"d 111 \Lirh;rk1".1hi, cntnpri'i.: cin' fruit.' and \l'Vcl;1hk,, and 
111;11111Lirl llrL' j;1111'. 
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Table 111..5. Production of l-Jnned fruits and \egetables. 1990-199.i 

Product Unit 1990 1991 1992 1993 1994 

Jams and marmalades I( i logran111e 1. 124,754 1,125,376 1,098,403 1,233,385 l,31J9, 166 
~ruit and vegetable juices Kilogra11111e 5, 167,892 5,227,249 5,287,367 5,287,367 5,257,367 
Squashes Lit~e 2,736,085 3,354,017 1,448,809 1,347, 116 1,252,560 
Cannec1 fru:ts Mill ion tonnes 209,084 175, 016 180,514 236,510 204,327 
Canned vegetables I( i l og r aimie 441,965 479,902 474, 145 291,906 423, 707 

Source: Rcpuhl1c pf Kcn~a. Ccnlrnl Bureau or St.ill~(ICS. 

ConstrJints and prospects 

The maj1>r constraint affecting this suh~ector is the lack of c·loling facilities hoth at production 
ar..:as an<l airports. The later is mor..: a prnhlem for the ..:xporters of un-prnce~sed fruits and 
\·egctahles. however. Another major prnhkm the sector is facing is the pricing structure for fruit 
and \·egctahlc produce. The prices offered to farmers hy prncessing facilities for their produce is 
lower than that in the fresh market. thus enterprises which r:.:Iy on indepcndent growers for 
produce. do not n:ceive adequate supply. This is the primary cause ')f the lo>\· capacity utilization 
in the sector. This pricing structure al;n re:-.uhs in the quality of the produce made availahlc to 
processors hcing quili: low - low enough that it c;m not he ca~ily ~ulJ in the fn:.>h markcl. 

As notcd in Chapters I and II. in !'nt. th.: govcrnmcnt annllunccd production inccnti\·es which 
include prm·i<ling thc enahli ·lj cnvir,inm..:nl to incn:a~\: thc qualiry of pro<lucc. namely thc 
rncouragement of rhc c~tahli. hment ol c<lld srorase facilitics. thc duty frc..: im~ortation of 
fi:n:;;;'crs anJ greenhou-..r ~heclmg. and the intcnsification of r..:>carch to impnwc the quality of 
proJucc. 

OJL-SEEDS 

The resource baw 

Kcny;1 has :1 suitahl: clirnalc to grow a wiJc range of oil ...:rops such a~ suntlP\\. s, coconuts. 
groun<lnuh. simsim. cotton and soybeans. Ho-.n:vcr, the arca un<lcr oil-sec<ls production has bccn 
declining since l'J:-i7 du..: to incrca-..ed rnmpctilion from chcap importcJ oils and low domcstic 
priccs. \\'ith the foll in pr0Jucti11n of oil-~cc<l-... 1hc production of n:gctahlc oil-.. in Kenya has 
d..:t..:riorai..:d over lh..: r-;1st few yc;1rs and curr..:ntly dcpcndcnc..: 011 imports is nearly total. The 
cnuntry imp.iris o\..:r 11.'i pcr ccnr .,fits cdihl.: 11il r..:quircmcnt of about 200.(lOO fonncs and oil-seed 
<lcri\·ati\es -..uch as oil mc;il and cakc \;tlunl at KSh.'i-fi billion ;innlialfy. 

Table 111.6. l'rnduclinn of oil-:wt·ch, l IJIJtl-1994 
1Tonnc.-.) 

Crop 199'.l 1·n1 1992 1993 1994 

Cotton 3 7' 000 28,400 ~1,800 20' 749 2<3,69.; 
Coconuts 46, 9~ 7 50, 162 52,900 53' 270 51,96() 
Sunflower 12,893 1R, 700 10 ,750 5, 570 9,902 
Groundnut·; 16,1B 10,233 9, 1CS 7,460 8,564 
S1msl"1 855 997 967 1, 146 424 
Soybc,1n., 30fl 409 238 185 3 

-----------------
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Past trends 

There arc on:r 30 pnKe!.sing facilities in Kc!lya engaged in processing a V<tricty of 1lil-sceds. oil 
hearing m;i:cri;;b and vcgct:ihlc oils (11il milling. solvent extraction. rdim:ry and hydrogenation). 
The current installed nil extraction c;1paci1y is all(1"; 2115.500 tnnncs per annum. The low 
international price!> of edible 11ils have rendered mnst nf the dom..:siic pnKCS!>mg of oiis 
um:conomical and most plants arc Ppcrating well under capacity. 

An addition;tl .>-t2JHHl hinnes per ;1nnum rclin'.ng capacity i!> ;t\"ailahlc mainly In prnccss imported 
crude palm nil. The maj11r rdincrie~ ba~ed nn imp1•r1cd p;tlm oil arc Lt!>t Africa Industries Lid. 
Kapa Oil Rctinerics and Bidw lndustri..:s. \\'hilc nil extraction units were established mostly 
during the peri,id nf expan!>ion of oil crops in Kenya. the relining capacity was created especially 
hl process palm oil ;md contrary lo the sil!!;1ti11n in the oil mil!ing/cxtraction •;uhscctor. the refining 
of imp11rtcd crude palm oil allractcd large investments and th·~ estahlishnicnl of several mo~..:rn 
refineries equipped with the latest tcchn11h1gy and skilled manpower. As a n:sult. the c;1pacity 
utili1ation of ;he rclineries is higher th;m that of th..: oil-seed processors. 

Table 111.7. lnstallt.>d capadt.Y and utiliz<1tion of pron:ssing facilities 

Types of facilities 

Oil milling (expeller) 
~olvent extraction 
Refineries 

Con:-.trainh and prospt•l'h 

Installed annual ca,acity 
(Tonnes per annum) 

217,500 
48,000 

342,000 

Capacity utilization 
("'"rcentagel 

15 
25 
58 

The decline in uil crop production in Kenya ;i, a resL1h of cumpctition from ,·heap imported uib. 
coupled wi1h hiw d11m1·,1ic producer price" i" !he majur con,trainl in the dcwlonmcnt of the 
\CCtor. Th..: n1rrcnt impor: duty "trurturc. iwwc\'er. encourages the imprn I of nmk oils over 
refined pr11duch. The duty on ho!h oil ,e,·ds and crude oii" j., 20 per cenl. while the duty con 
refined edible oib is more th;tn d11u' ,.: 1h;1! level al -t5 pe1 cent. 

The edible oil ser111r i' ;1ho n1n,1r:1in~·d by ih "ln1<.:turc. Tht: oil cxtracti11n indu,1ry in Kenya i" 
highly fr:n.:111~·n1cd and Lid,, intcgr.1 1 i11:1. \!11.,( 11pcratinm arc st.111d al11ne Pil mill, or :,olvent 
plan!.\. anl~ rt"fin1·rin. l1-;1ding 111 In\\ "ii rt't'<>\er1e". hi~h r11,h. prnir pr..duct qu:tlity ;md low 
c1parity u1ili111i .. n. 

Tht" .l!rtl\\lh 111 ;11, l'I 'i"nl edible 11il pr11res,ing indlhlr\ in l<L·ny.1 require' inrrc;1,ing the 
;i\;1iL1hili1v 11f nil-,t",·1k ·r his ran hl' ;1n·11111pli,hl'd hy ho!h incrc:l\ing prod11cti11n and, in 1he 
i111111cdi:1k It r111. imp11rh. t'.nr1H1r:i1.:inl! impnrtnl nil seed' via \llch a mechanism ;1, :1 prdcrcntial 
!:irill. \\11t1ld cn.1hlt· 11il-,eui prnn·"'inl! l'tllnpri"c' lo incre:"c lht"ir c:ip:1rity utili;;!tinn. whirh in 
!urn \\1111ld h"lp ,1imt1Lik thl' rni.:il 11f llll' ni;1rkl'! for d 1111,·,lil· nil·,cnJ, and innea'c !he 
a\aiL1hili1~ 11f prnki11 nw.il l11r :inim.d kl'd. 

lkrau'' !ht' lhL' 111 in1nmL·di:it1· !t'rhn11l1>L'.\ i, P"""ihk in 1hi' 'l'rl11r. !hl' ,l!ll\l'rl1!11l'lll'' pm,l!r:11nrnc 
In impro\t' !lw l'n.1hlinl! unir11n111 .. 111 ;111d pri111111!c !Ill' dt"\c:11prnl'nl of 'mall and medium 
l'llll'rpri'"' ,h1111ld ·ndi1\·cll\ l'llnH1r;1.1'.L' 11il-·,1·L·d :1rnn·"ir'•'. :ind wt1ld c;1,ily he :nL:ptnl !11 inrlude 
'perilic polici<'" 111 pr1111111t1· lhl' dcwl111111wn1 11f ,t1rh , 111i1ic,. 
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SUGAR 

Past trends 

The.: im(l''rtancc.: 11f .he.: sugar whc.:clln in the.: Kc.:nya ccnnnmy can not he mcrcmphasizcd. The 
industry prmidcs cmplnymc.:nt lo ahoul -il)JlOO regular employees and ahout SO.;JOO small-scale 
farmers arc crgage<l in car.c productinn as a cash crop. Sugar cane farming started in Kenya in 
IIJ20s. Thc.:rc arc currently two m:tir: pr·.i<lucing znncs: the.: Nyando belt and the \\'cstcrn Kenya 
heh. The NyanJ11 heh has thn:e operating facilities, Miwani. Chcmclil and Muhoroni. with cane 
crushing capaciti..:s of 110,000 tonne-.. 75.tlOO tonnes and 55.000 tonnes per annum respectively. 

The West<.:rn hell has four operating facilities. l\tumias. Nzoia. South Nyanza (S11ny) and Western 
Kenya Sugar wrnpany. with cane cru~hing capacities of 21S.OOO tonnes. 75,000 tnnnes. 65.000 
tonnes and 1,0Jlf~1 tnnnc.:s per annum rc~rii:ctin:Iy. There arc als,J 13 !'.mall facilities producing 
hrnwn sugar kn11wn as jaggery factnri..:s. Their iota! cstimat..:<l production capacity is 159.25 tonnes 
nf jaggcry 11cr y...:ar. 

Despite the l11ng his111ry 11f can..: pniducti11n in Kenya. the wuntry has nc..:wr managed to achieve 
long-term an<l sustain...:<l sdf-suffici. ncy in sugar production. Local demand must often he met 
with imporb. In 1'>71. the Kcny;1 Sug;1r Authmity was e~t;,hlishc.:d to promote the.: <le\"dnpment 
of the pr.1ducti11n anJ processing of sugar. By the l');-\IJs. the nmntry was running a large surplus. 
lJy the end of that decade. h11wc\cr. d11mc!-.tic d1.:man<l ha<l risen sharply and imp(lrts wn1.: 
significant. Th1.:n. deo;pit1.: r1.:cord harn:sis in th1.: !'Nils. sugar was hcing smuggled to Uganda in 
such quantities that shortag1.:s wne occurring al hom1.:. By l'N5, hown·n. th1.: shortage in thc.: 
markd had h1.:Cllmc a l!lut du1.: tn !h1.: illegal imp1irt of sugar an<l thi: entir1.: industry was n1.:ar 
cnllap<;c. B1.:c1ust.: tht.: !-.itu;1tion had h1.:rnm1.: s11 seven.: and it was felt th;1t U.llllll jobs wcr1.: al 
stak1.:. the ~11\·ernmi:nt wa!'. forced tu ban th.: imp11rtati1in llf ~ugar fnr ~ix month,. 

Tahle Ill.I!. Production and c:111~11111ption of ~ugar, 1988-1994 

Year 

1988 
1989 
1990 
1991 
1992 
1993 
1994 

Con:'ltrainl., and pro:o.pt·t·h 

Production (tonnes) 

411,296 
441, 261 
431,836 
433,713 
371, 225 
384,800 
349,805 

Cons<..mption (tonnes) 

462,207 
489,544 
537,c;99 
4?3, 945 
552,200 
580,847 
610,470 

ThL· ,h,1rp di:dirL· in the prndurtilln "' '!ll!M ha, hci:n c;1u'i:d primarily hy inadi:quat<.: investment 
in ranc dnd11pmL·111. Tlw futuri: 111 ihL· 'L'rl"r liL'' in .ipn1inl! up llL'W ar.::1' to 'lll!ar prndurtion 
and inn..::1,inl'. \i,·l1k :I' 1VL·ll a' thL· rd1.1hilit.1tion and c;q1:1rity cxp:111'i1111 .,f cxi,ting prnrc.:'·'ing 
f:1rlllric' :ind thc c't.1hli,h111L·n1 of Jh'I\ 'lil'..ir pr•KL'"inl! f; rilitil''· Thu.: arc l\\n fartorii:' which 
ha1c (l,·,·n prnpm1·d for r1111'iructi11.1. 'li.11:1 :ind B11,i:1. Tlw Bu,ia ~lll'.ar l'rnj,·rt i' ::lri:ady under 
w:1v with r:i111· hcint'. dndnpl·d and j, llll\\ :iw:1i1inl! larlllr~ t1•;i,trurtilln. 
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Other gmi.:rnmcnt 1.:ff\1rts tl• stimubll'. •::\.'. sugar industry and raise prnducti\ity. indudc 
impkmcnting r11licics aimed al increasing pniductinn including the lihcrali1ati\ln nf consumer 
prices. rcm11\;1l ,,f imp\1rl licensing rcquircml.'.nls. imposition of a variahlc duty on cheap and 
suhsidi1cJ impllr:s. frccdnm lo sell directly lo consumers up !11 20 per ccnl of each factori::s· 
\lUlpul. and go\crnmcnl guarantees hir th,· "ccuring of l11cal and offshure loans. It is hoped lhal 
all these measures will yidd g\llld rc,ults in the hing run. 

BEVERAGE CROPS 

ll1e resource base 

Kenya is ont: of the kading countries in the world in the production of hoth coffc·: and tea. Tht: 
twn cwps arc tht: major agricultural comnwditit:s and fort:ign exchange earners for the country. 
Cofke was anwng the ear!it:~t cash crnp plant..:d in Kenya and it is now produced hy cooperative 
socit:tics invohing thous;rnds of small-hnldcr farmers and large cslalc farms. :\fost coffc:t: gwwn 
in Kcn\'a is pf the Arabica \·arit:ty. 

T t:a in Kcny;1 i:. priiduccd hy small-sc1lc br.ncrs under the umbrella of Kenya Tea Development 
Authority (KTD.-\l which i~ a parast;1t;;l I 1>dy and 11\\ns \l\Cr .'O tc;1 b..:torics scatkrcd ;111 over the 
tea growing 1nnc,.,. Other pr11duccr.' :.r.: br!:!c priv;1lc !arms such as l3nmk1.: Bllnu ;tnd Finlay 
which ha\·c their ll\\n tea procc,sing facilities. 

Past trt'nds 

Sin<'c 1'1'>11. the productiun pf nifk..: h;ts been declining. Output has dropped fr:1m lll3.'J00 tonnes 
in l'l'>O to 7'1.'100 lPnncs in ('1'>-l. The d..:clinc in prnducli11n ha" hccn largely the result 11f the 
substantial dr11p in the c11fkc ;1grccmcnt cxpnrl qu11ta system in l'nN. Dcspilc the decline in 
w11rld cpfl,·c pricc' Kcn:-.1·,., cplf..·c still ~·ni"Y·' :1 prcmium 11\·cr Wllrld priccs hcc1usc of its high 
qu;1li1y. ( hcr •>5 pcr ccnt .,f n 1ffcc produ<·..:d is exported. The leading markct for Kenyan cofkc 
is the El'. with (icrm;lll! ;" lht: lc:iding n untry. 

The Cllllcc suh~·":<lPr pb!' ,;n impprt;111l rt>lc in the dc\dllpmcnl nf lhc country through its foreign 
cxchan!!c c;1rnine-. and empl11!mcnl gcncratilln. Th..: -,uhscclor carnet! the Cl•Unlry over KSh-l.-l 
billion in (')'II) ;md ll\Cf KShl.1.11 hilli1111 in 111'1-l. 

The prnduct.11r1 "f lt.:;1 rP ... c from 1'>7.1100 l•inncs in 1'1'10 111 over 21r1.rnl 11111nc'> in JlJ<l-l. The 
dcdinc in 1'1'12. c\idcnl ir'. Table 111.'I \\;1' due lo drought. The gcncral good pcrfmrnance of the 
... uh ... cclor h;1-. b..-·..:n lhc r..:-,111! ,,f libcr;tli1;1lion nf the lea indu-.try. inlrodurliP·1 of fmei!!n exchange 
retention ;1ccoun1.-.. >ln>ng price' offered in the aurtion markch and main!cnancc of rural acces' 
niad ... cn;1hling l!r1>\\._-r-, lo l!L'I their pr11durc lo m;1rkct. T ..:;1 cxpPrh c;1rn,d Ken!;' KShfi .. 1 billion 
in l'l'>O and K'-,h 111.'I hilli11n in ('1'1-l. The maj11r m;1rkcts l1>r Kc:ny;1n lL';1 ;arc 1';1ki,1;111 ;md the 
l :nilnl Kined.1111. 

--------------

Tahlt• 111.9. l'rodudion of h'a and l'Olll'l', 1990-l'JIJ.t 

---------------·--------- --------

1990 
1991 
19<"2 
1993 
19'14 

Arca 
( 1 h ou·. c1nd 

tir:-c t ;1 rr-•,) 

97 .rin 
99. WI 

103. )r) 
1u4 .e6 
1fJS .91 

------

1<'~ ---------------
Product 1 on E•ports 
(Thou-..~nd 

CB 1 I I 1 <Jn KSh l 

197. 0 f;. 3 
2f13.6 7.5 
'811.1 9.5 
211. 2 18. 7 
209.4 16.9 

Ar.;a 
( Thou•;;ind 
h.;rt ~r<'',) 

153. 1 
155.4 
1)3.8 
1511. 2 
158.7 

-----·--·---·-- - ----------·------

-------------------------·---------

Cofff'c 
Product 1 on 
( Thou~;,nd 

t onrir . : 

103.9 
86.4 
8).3 
75. 1 
19.9 

E~ports 

CB1ll•onKSh) 

4.4 
4.4 
4. 1 

11.0 
13.1 
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Constraints and 1ir11s 1wcts 

The coffee suhscctor has heen perf11rming p1hlrly over th<.: last four y..:ars mainly h..:cause of th<.: 
dedin..: in worlJ pric..:s \\hich has maJe it un..:wnomical Ill prnduce. This has h..:en ..:xacerhated 
l>y delayed p:1yments Ill brm<.:rs which rcsuh..:d in many :1handoning th,· crop. Th..: suhoptimal 
applicatinn of knili1ers and other ch..:rnic;1ls du..: 111 th<.: high price "f these inputs has alsn 
adversely alfrct<:J the llutput nf hoth tc:t and cofke. With an improved system of payments to 
farmers and the expected privati1atinn ,_,f the country\ tca factories. production of the crops 
snould imprme. Kenya is also hll1king i111i1 expansion of its export markets with a \icw of avoiding 
o\·er rdianc~ on 1011 kw markets. 

Both tea and wfke will always he ;.uhject 111 the swings in the world price of these commodities. 
hnweve;-, .:nd there is little that can he dPnc to c11mhat the adverse effects of drops in !ht.: pric 
except to stri\\: for the lowt.:st cost production possihlc. 

ALCOHOLIC BE\"ER-\(;Es 

The rt:source hase 

The primary ingredients in the pr11durtilHl llf beer arc h;1rlcy and hops. Kenya is basically sclf­
~ufficient in production 11f h:1rlcy. altlwugh 110.:casion;tl sh11rtfalls that m:ct.:ssitah: importation dut.: 
1•ccur. Hops an: still imported. alth.iugh cxpo.:rimrntation on their loc:1I prnducti11n has been 
successful. The main input in the production 11f spirits is molasses which is locally available as a 
hy-product of sugar prnccssin!,!. The growin!! 11f grapes f11r wint.:-making i~ not si!,!nificanl. 

Past trrnds 

r\lcoh11lic he\cragcs produced in K,·n~a inrludc beer. limited amounts of wine and spirits. Heer 
prndurtion is domin;1lcd hy Kenya Breweries I.Id which has fi\·~ breweries: three in Nairobi. one 
in Momhas:1 ;111d one in Kisumu. Wines and spirits arc produced hy the Kenya Wine Agencies 
(\\incs). l111crn;1tional Di-.tillcrs Kenya Lid (spirits) and Mohan l\kakin Ltd (spirits). The hulk 
of the prnJuctilln of h,·cr. wines and spirits is consumed locally, how<.:\cr, small amounts arc 
cxpurtt.:d m:1inly in !he CO:\IESA reginn. Prnductilln of beer decrea\c<l in 11>1>-l as a re\ Ult uf \liff 
Cllmpetition in the IPral marKct from impllrtcd hecr from South Afril·a an.I <icrmany. 

Tahir Ill.IO. 

ProGucr 

llccr ;ird ,.,rout 
Spirits 

l'r11il11l'li1111 111" ~pirih ;11111 ht"l"r, llJIJO-llJ9-l 

Un1r~ 1~90 

fhou ,.)nd l 1 trc•, 331, 114 
'- i tr c 1 , 195, 91 7 

1991 

314,005 
1,688,3G2 

Comtrainh and prmpt"l'h 

1992 

368,648 
1,480,323 

1993 

358,C66 
2,259, 130 

1994 

325,005 
1,674,000 

Kenya 11;1, in lhL· p;l\I ;1ppro\:nl the ,·,1.1hli-.hrncnl of brewery prlljc·<'h IHJI n11nr h;1-. taken off 
JiHhlly due 111 1h,· lllJ11l11p11ly ~en~a BrL'\\l'ric, Ii;" in lhe produr!ion pf barley. \\'inc prod11rl1.111 
ha' been h;1111pcn·d liy !he in;\dequ:11,· prlldt1rli11n of grape,. II i\ r,:cogni1cd 1h;11 the u1ili1alion 
pf lllral fruih ofln, p111c111i:il, f11r incrr;i,,·d \\in,· prod11rli1111 :t11d cllnrh t11 produn: 11thcr fruil­
h:i-.cd wim·, \ll('h a' 1'·1p;1_>a w,ine ;drl';1dy ;ire being inlcrhii'icd. 
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While Kenya Breweries has a dominant share of the local beer market, it is likely that \\ith 
privatization and new investment. the amount of exports can he increased to both the COMESA 
market and to the Eu as the demand for "exotic" beers continues to be strong there. 

TOBACCO 

The resource base 

Kenya is ~elf suffic!ent in tobacco leaf prnduction. The major company inrnhed in this sector is 
British American Tobacco Company Kenya (BAT). Tobacco is gro\\11 and sold to BAT Kenya 
by small-scale formers who number about 11.000 and who cultivate 6,000 hectares of land. Three 
main types of tobacco grown arc: fire cured; nuc cured; and burley. The other company involved 
in the tobacco industry is Mastermind Ltd. While statistics arc not available to quantify its market 
share, it is minimal. All information and data relating to this subsector thus refers to BAT Kenya. 

Table 111.11. Production of tobacco, 1990-199.t 

Year Production (tonnes) Value (million KSh) 

1990 6,414 119.0 
1991 6,424 128.5 
1992 8,406 179.3 
1993 6,057 183.6 
1994 5, 183 260. 1 

Source: Briti'h ,\mcnr;in rntiacco C'.lm1p.iny. C:nmpan~- Report. 

hist trt'nds 

As notcd. BAT Kcny;1 is thc largcst agr(1-ha\cd industry inrnlvcd in thL grov.1h of lc;1f tobacco, 
the manufacl urc of cigardlcs and 111 her tobacco produch. and distribution and cxport activities. 
The local inve\tors have a 40 per ccnt share of thc firm, while <10 per cent is owncd by the parcnt 
RAT wmpany. Cigarcl!e production ha\ ~hown a rising I rcnd, particularly sincc lihcralization 
dforts hq!an in ]'1'12. 

Tahll' 111.12. ('igarl'ltr production and tohan:o ma11111'act11rt's, 1990-199.i 

Year Volume (mi: lion stids) Value (mill ion KSh) 

1990 5?3 8:S.2 
1991 525 107.0 
1992 805 207.8 
1993 1 ,256 513.4 
1994 1,409 716.4 
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FOREWORD 

In the spirit of The Declaration of Rio (UNCED 1992), following the 
call of Agenda 21 for a high quality environment and heal thy 
economy for all peoples of the world, organizations of all kinds -
from the qovernment level to industrial enterprises- are 
increasinqly concerned to improve and demonstrate their 
environmental performance. 

Industries, dealing with chemicals are in the front line of 
interest concerninq environmental protection. 

The present study has been prepared to assist both authorities 
(governments, local municipalities, NGOs) and companies 
(producers, importers, distributors) in the implementation and 
maintaining of environmentally sound and sustainable management 
in the pharmaceutical industries. 

The study is consisting of three parts: 

Part I PROGRAMME. (LEGISLATION, CHEMICAL SAFETY) 

Part II GUIDELINES FOR THE PRODUCERS OF ACTIVE SUBSTANCES 

Part III GUIDELINES FOR THE PRODUCERS OF PHARMACEUTICAL 
PREPARATIONS 

Part I of the study is dealing with the environmental issues of the 
pharmaceutical industry focussing to environmental leqislation, 
chemical safety, waste management, and has been intended primarily 
for use by qovernment officials and directors of enterprises and 
relevant institutes. 

In Part II and III the practical aspects of production cf active 
substances (medicinal chemicals) and formulation of finished 
products (dosaqe forms) are summarized. For the better 
understanding case studies are also attached. 

During the preparation of the study a Conference on International 
Trade in Dangerous Chemicals has been organized by the European 
Commission (Brussels, 5 to 7 July 1995). The proceedings of the 
conference has also been used to provide up to date information. 

Although the imminent publication of ISO 14000 Standard Series of 
Environmental Management has not been taken place yet, the spirit 
and philosop!.1y of it is supposed to be reflected in the study. 
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DEFINITIONS 

Active substance 

(Bulk Pharmaceutical Chemical) 

Chemical hazard 
A hazard involvinq chemicals or processes which may realize its 
potential throuqh fire, explosion, toxic or corrosive effects. 

Damaqe 
The loss of inherent quality suffered by an entity (physical or 
bioloqical. 

Environmental manaqement 
Those aspects of the overall manaqer.ent function (i~cludinq 
planning) that determine and implement the environmental policy. 

Environmental manaqement system 
The orqanizational structure, 
procedures, processes and resources 
management. 

Environmental policy 

responsibilities, practice, 
for implementing environmental 

A public statement of the intentions and principles of action of 
the organization regarding its environmental effects, givinq rise 
to its objectives and targets. 

Harm 
Loss to a human beinq consequent on damaqe 

Hazard 
The situation that in particular circumstances could lead to harm. 

Risk 
The possibility of suffering harm from a hazard. 



OBJECTIVES 

BACKGROUND 

In the spirit of The Declaration of Rio (UNCED 1992) , followinq the 
call of Aqenda 21 for a hiqh quality environment and healthy 
economy for all peoples of the world, orqanizations of all kinds -
from the government level to industrial enterprises- are 
increasinqly concerned to improve and demonstrate their 
environmental performance. 

The movement to protect the environment started from countries in 
which the industry has been the most developed, consequently the 
damages in environment caused by the industry appeared quickly. 

The situation of the developing countries is different. 
For them, industrialization seems to be one of the ways out of 
poverty. 
Since their industrial development started later they may utilize 
the experiences of the industrialized countries. 
Unfortunately lack of financial resources, know-how, standards and 
information together with inadequate environmental legislation 
often lead to widespread use of environmentally unsound production 
processes that waste raw materials and energy and unnecessarily 
cause pollution. 

The global tendency for heavily polluting and/or highly 
resource/enerqy intensive industries to be relocated in developing 
countries increases the environmental risks. 

ROLE OF UNIDO 

In developini countries 
Environmenta protection is an integral part of UNIDO' s fundamental 
man<V-te: 
"to encourage and extend assistance to the developing countries for 
the development, expansion and modernization of their industries", 
"to provide a forum and act as an instrument to serve the 
developinq and ind~strialized countries in their contacts, 
consultations and negotiations", "to coordinate all activities of 
the United Nations system regarding to industri11l development". 

UNIDO wants to play a leading role in the implementation of these 
objectives, also in the are& of environment protection and continue 
co-operation with UNEP, WBO, and other international organizations 
to support them in c~rrying out programmes and projects derived 
from their mandate. 

In East European transitional economies 



The above quoted mandate of UNIDO has been extended to th~ Eastern 
~uropean transitional economies. These countries with their 
historical, political and industrial traditions have similar and 
different elements in comparison with both developing and 
industrialized countries. Their experience may be useful for 
planning and/or improving industrial sectors in developing 
countries and have high level scientific and industrial knowledge 
on one hand but the:,- r..eed assistance in elaborating industrial 
policies and know-how in environmental prctection on the other. 

UNIDO, is one of the few international aqeracies specialized in 
government services such as assistance in the formulation and 
assessment of industrial pol.~ies and ~trategies relating to 
subsectoral investment promotion, formulation of subsectoral 
programmes, as we~l as technology development and transfer. 

OBJECTIVES 

The present programne is trying to collect and summarize all 
necessary information on the environmental aspects of the 
production and formulation of pesticides. 
The aim is to yield assistance to all involved in the 
pharmaceutical industry in the developing countries: 
governmental and local municipal authorities, 
non governmental organizations, 
companies producing, formulating or distributing pharmaceutical 
products. 
Annexes, attachments and list of relevant publications will help to 
qet more detailed information. 
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CHEMICAL MANAGEMENT PROBLEMS OF SMALL SCALE INDUSTRIES 

Evidence from a number of countries shows that the growth of 
industrial activity is closely related to the progress cf small 
industrial enterprises. Goverrunents ia most countries promote 
small scale industries (SSI) through fiscal and policy 
incentives. In India, for example, it is estimated that 
proliferation of SSI units is at a rate of 20% co1npounded 
annually with employment exceeding 11,000,000. 
Many countries have established specific government organizations 
to ~romote and oversee the develv~ment of the SSI sector. 

In the pharmaceutical industry the occurrence and role of SSI may 
give rise to special advantages, b~t also to problems. 
Pharmaceutical companies .l.D most cases may be originated from 
small workshops, usually i...i10se of pharmacies. The majority of the 
big multinacional companies have been developed from small family 
owned pharmacies. The other route has been that of the chemical 
manufacturers, who increasing both the volume of production and 
also the spectrum of their chemical products, gradually invaded 
into or rather created the pharmaceutical industry. 

In developing countries both model may exist but differs 
significantly from the "traditional" way of development, due to 
peculiar character of these countries. 
The small private enterprises start usually as agents of foreign 
companies doiny ma~keting, sales, and distribution activities. 
Later they beg.:n to import the bulk product and carry out the 
packaging. Formulation from imr:;')rted active substance is the next 
step. In certain cases, following the principle of "backward 
integration'' the production of the active substance itself is 
g•)ing to be implemented, usually starting '.·1ith the last process 
step (in mGst cases purification of the imported "technical 
material" from contaminants and producing the active substance 
c·::implying with the required quality requirements) . Continuing 
the backward integration gradually more steps of the process may 
be introduced and finally the so called "total synthesis" of the 
material is implemented. The whole above mentioned pr0cedure may 
be· in framt? ·:>f a transfer of technology from a donor, or done by 
th<::, industrial venturer on its own independently from foreign 
r:.-·mpani es. 

The nther way of creating new pharmaceutical plants is the 
practice o~ establishing a prcduction unit of a foreign company. 

It i:-; 1:11.Nir)US that in Case of transfer Of technology or 
•:<'. tubl i.::;hinq d daughter C<>mpany, the donor or owner resp. bears 
!·,·:;p.)n.r,ihility i·elc.Jtinq to environmental and occupational .safety. 
Th'''/ hd·;.-.· r•:• prr,·1ide ,111 data and procedure:::; both tr; the 
mr1nuf,v·t-11r.-·r r1nrl c1!::-:;11 t11 dUth<JritiF•:":, in r1rd.E·r r~n~:.urr~ r:hemir:/1} 



safety relating to the whole production. 

SSI profile 
In case of independent enterprises the situation is more complex. 
The small industry manufacturing establ~shments having less than 
50 employees, comprise some 60-75% of chemicals manufacturing 
establishments in many rapidly industrializing coun~ries, but 
provide only 15-20% of output. In many cases these enterprises 
were established prior to re:}Uirements for environmental impact 
assessments. Estimates of their inputs into the total national 
annual exposure burden vary widely. Based on Indian experience, 
for example, their contribution may be as high as 40% of total 
annual generation. A survey of th.e Asian Development Bank has 
indicated that the ge~eration of hazardous wastes by SSis is 
disproportionately high compared to their share in total 
industrial output. 

SSis suffer from a number of serious constraints in attempting 
compliance with new regulations. Economically they are 
characterized by low capital investment, fierce competition, lack 
of the necessary skills and managerial resources. 
In order for a SSI enterprise to survive, it must utilize the 
cheapest means of production with small or no overhead costs. 
This type of administration normally leads to aggravated 
occupational safety and he0lth problems, public health detriment 
in adjacent communities and environmentdl degradation. 

Proper managerial skill and practice 
Most small scale businesses, including many family enterprises, 
are managed by the owners themselves who may have proper 
education and expertise in pharmaceutical or medical sciences and 
practice, however lack adequate (if any) industrial manQgerial 
practice, are unfamiliar with knowledge of modern technic 
particularly with waste pre-treatment and disposal technologies. 
E.:-:amt.'les of inappropriate management include the use of domestic 
::;ewag."' systems for inadequc:. tely treated waste discharges, the u.s,c· 
of surface drains, creeks and other water bodies for effluent 
dischargP and both on and off-site surtar.=- disposal of sludge and 
toxic residues. 

Goverrunental support, assistance 
Not all constraints on small industries are ~irectly attributable 
t··· pure and ::-;ole economi<: factor~;. 

Many of the ind us tries are located in urban ll•JUS ing areas or have:_~ 

been i l leqal ly developed on government land over a per i•Jd of man:,.· 
y1·c1rs. Litt le if any place '!s a·Jailablf· fr,r the treatment arid 

'11 



disposal of wastes. 
Establi.sl:ing of "industrial parks" i.e. areas dedicated towards 
industrial purposes located away from residential areas may 
provide with the advantages of ~ecessary infrastructure, i.a.: 

- proper energy supply 
- central storage 

centralized collection and processing of wastes and 
expended waste treatment facility 

- well organized, trained and equipped emergency crew 
The cost sharing of certain services, first of all those relati~g 
to waste minimisation and management can assist SSI enterprises 
to comply with recent regulations which they could not afford 
alone. 

Information, education especially in envirorunental management 
issues may also be useful and necessary inputs to improve the 
standard of management of SSI enterpriseo 

Conununal transportation, handling, storage and waste pre­
treatment: facilities have many advantages in addition to the cost 
sharing effect, some of which are as follows: 

- utilization of wastes, by products 
- regeneration of solvents or by-products 
- technologies for large scale systems can be used 
- technically specialist operators, independent from 

enterprises, subject to on-site supervision by the 
responsible authorities. 

\JL 



ENVIRONMENTAL MANAGEMENT 5'YSTEMS 

The aim of an EMS is to enable its u~e~ to establish procedures to 
set an environmental policy and/or objectives, achieve compliance 
with them, and to demonstrate such compliance to others. 
The user can be any organization dealing with the legislation, 
control, use, production or distribution of pharmace tical 
products. 
As the present study is dealing with the pharmaceutical industry, 
users of medicines (i.e. hospitals, other health institutions etc.) 
are not discussed. 
Recently, pharmaceutical companies started to undertake 
environmental "audits" in order to prove to authorities, or 
commercial partners their environmental performance. 
However, such audits can assess only the present status, but can 
not give the assurance that the company will continue to meet 
legislative requirements. 

ENVIRONMENTAL POLICY 

Environmental policy is consisting of the intentions and principles 
of action of the organization regarding its environmental effects. 
The organization may be the government or its institution; regional 
or local municipality; enterprise or its production unit. 
It must be public, objectives and targets must be clearly 
formulated avoiding ambiguity. 
The policy shall contain the targets and consequent tasks 0f all nt 
levels of hierarcny within the organization. 

Internationally accepted and /or used pre~criptions and guidelines 
are worJ:h to be complied with, or followed. 
The number of publications relating to ~.rarious aspects 0f 
enviLor.mental protection is abundant. Principles are laid down in 
form of prohibitions in most of them. Practical measurements remair. 
to the executers. The aim of the present study is to draw the 
attention to laws, rules, prescriptions, guidelines shortly all 
available publications relevant for the legislation and operation 
of the pharmaceutical industry. 
Practice of the industrialized countries (US, Canada, the European 
Union, Japan) are the best to follow, always bearing in mind the 
local specialties and possibilities. 
A list of documents can be found among the references of the 
pres-·nt study, but the EPA Guides to Pollution Prevention (esp. t:he 
volume: The Pharmaceutical Industry) and the Technical and 
Economical Study on Reduction of Industrial Emissions from the 
Pharmac.=.·utical and Cosmetics Industry prepared by ECE and the 
British Standard BS 7750 Specification for Environmentcll S:,·:;t-.·m.r. 



seem to be the best guidelines for the elaboration of the 
environmental policy. 

The policy shall also take into consideration the operational and 
busi~ess requirements of the organization. 
Finally, but not least the financial resources should not left out 
of regard either. 

Operational requirements, 
especially the technical ones are key items. Processes of the 
production of bulk pharmaceutical chemicals (synchetic, 
fermentation, extraction) generate by-products: effluents and 
wastes. The safe handling (source reduction, material substitution, 
recirculation, regeneration, utilization, elimination etc.) of them 
is the core of the ELMS. The formulation of pharmaceutical products 
seem to be more harmless for the environment, but the character of 
certain products may also need due precaution in order to avoid 
contamination, especially certain chemotherapeutics, 
antineoplasmatics, allergizing substances, products having 
hormone-like effects etc. 

Governmental level 
The task of the government is to enforce the realization of its 
environmental policy by legislation a_nd control. 
During efforts to follow foreign prescriptions, real 
are always borne in mind. Impracticable 
counterproductive by urging to prepare false 
assessments thus leading to tem:c,Jorarily hidden 
uncontrollable damages in the environment. 

possibilities 
orders are 

or ambiguous 
consequently 

The development of national, regional, local or site specific 
"cradle to grave" management plans for chemicals must take into the 
range, quantities and locati.)ns of the .:;ubstances of concern. The 
plans need to impose responsibilities on all who have a role in the 
irnp.::irt, transport,production, packaging, storage, distribution .:.f 
pharmaceutical cheraicals and their finished forms. 

Legislation is important per se, but also as an 
chemical safety and other special regulations 
industrial relations, trading standards etc.) 

Planning new facilities 

interface between 
(e.g. employment:, 

Beside general principles it is important to pay attention t•• 
certair1 special characteristics of the pharmaceutical industry. 

Distance from residential areas has to be taken into considt..ration. 
Especially when new facility is going to be planned, future plans 
r,f the municipality for the extension of residential quarters mu.st­
have first pri•>rity. Prnperly ch•>sen di::::tance from the factory may 



avoid daily harassment of the neighboring population and decrease 
the probability of possible accidents.It has to be stre~sed that 
the remoteness of an industrial plant in itself does not replace 
the necessary working,- and ~nvironmentally safety n;easur~ments, 
because nature and environment must be protected even in remote 
areas. 
However, since the planned operation of machinery is relating to 
normal working conditions, in case of a breakdo~m the damage (first 
of all pollution) may be reduced by distance. Especially 
casualities of the population can be decreased. 
Odor and nci~e are the most sophisticated nuisances first of all 
due to individual sensitiveness to them, b~t also because of the 
difficult and complex way of protection. 
Distance from residence area is certainly not a drawback. 

Distance frcm natural waters (rivers, lakes etc. )may also yield 
similar considerations: breakdown in the we.ste water treatment 
facilities can also not absolutely excluded. 
Proper space for secondary safety equipments (e.g.valves), 
additional treatment (chemical or biological) together with the 
self cleaning possibility during the residence time of the waste 
i.·:ater in the ducts or containers (artificial ponds) may result in 
decreasing or eliminating the damage. 
An additional advantage may be the dilution effect of corrununal 
sewage as well. 
It is obvious, that the proper distance from inhabited areas yields 
the safest, most cost effective i.e. optimal protection of the 
population and environment. 

Interrelations, conflicts of interests 
The policy should ~ot only cor:unit the organization to set up and or 
meet relevant reg\..ilatory and legislative requirements, but also 
define hm-: it will ::eek to meet, exceed or de~1elop the requirements 
·:>f some, or al 1, of the other interested parties and secure 
continual improvement in environmental performance. 

Format 
The en,1ironmental policy should be public and available in a 
readily understood format to interested parties !e.g. in annual 
report, booklet or display) 

Enterprise level 
Duty of the management of a company in this respect is first of all 
U> abide law. Since legislation on environment-al issues is far from 
C')mplete even in some industrialized countries and is in Fin initial 
phase in 
in the majority of the developing rE:gions, the proper way of 
environmental management i.s the responsibility of the enterprise. 
The present study is intended to help in finding reliablte· 
references to E!laborate and implement suitabl.P measuri:-ment-.:;. 

I r· 
I~ 



Part II and III resp. are dealing with special issues and problems 
0f enterprises producing and or handling pharillace~tical products. 

ENVI~ONMENT MANAGEMENT SYSTEM REQUIREMENTS 

A brief summary of the requirements based on BS 7 750 :..s the 
following: 

Organization and personnel 
responsibility, authority of key personnel 

inc. authorized management representative 
interrelations within general management 
training of personnel 

Resources 
technical 
financial 

Environmental effects 
register of legislative, regulatory and other policy 

requirements 
communications 

for and from interested parties 
internal and external 

evaluation 
objectives and targets 
environmental management programme 

Documentation 
manual 
doc1..Imentation 

Operational control 
work instruction 
procurement and cnntracted activities 
monitoring and control of relevant processes 

criteria for performance lin written f0r~l 
'Jerification of compliance with specified r•:oquirements 
acceptance criteria when results are unsatisfa~tGr¥ 
non-cocvliance and corrective action 

.;;.udits 
audit plan 
environment management reviews 

Detailed specification or the above ment:on~d ~lements - intended 
to apply to all types and sizes of organizations - can be found in 
BS 7750 and its application for industrial and commercial 
enterpriseswill be discussed in Parts I and II resp. 

The philosophy of the appr0ach to set up and operat~ such an EMS is 
sh•J<.·m schematically in floi.•: chart for1n in Figurtc.: l. 

Application •if B~ 7750 for .industrial and corrun•_:,rr;ial ent..:~rpri~;f'.S 
will he di!";r-11.::;sed in detail in Parts I and II rPsp. 
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Governments and local municipalities 
may find essential support in the mentioned standard, especially if 
they are at the initial phase of setting up proper crganizations 
and introduce mE:osurernents to control the protection of their 
environment. 
As a first step, a preparatory review may be prepared in order to 
collect all aspects of the organization, to identify strength, 
weaknesses. risks and opportunities as a basis for establishing the 
EMS. 
This review should cover the following areas: 

evaluation of significant environmental effects 
legislative and regulatory aspects 

environmental objectives and targets beyond 
regulatory requirements 
expected changes in regulations and legislation 
views of relevant interested parties 

examination of all existing environmental management practices 
and procedures 

assessment of feedback from previous incidents 
use of hazardous processes 

disposal or use of hazardous materials 
environment hazard and risk assessment of potential emergency 

situations 
environmental aspects of emergency planning 
envirorunental effects of investment policies 
nature conservation 
visual impact, nois0 and odors 
complaints arid their recording and follor.·:-up 

The resulting report should highlight: 
the nature and extent of problems ~nd deficiencies 
An impr 1)'.Ternent pr.)granune designed t•-> ens11re that the personnel 
and material n~S•)tirces required are identified and a·vailabl,,:-. 

Improvement programme 
sh0uld focus first of all, but n0t exclus.:_'..rely to 

reduce waste and the consumption of resources 
reduce •)r eliminate the production rJf prJlluting releases t·· 

th~"' en-vir0nrnent 
c 1)ntrol the environmental effects of rar,~- material sourcing 

!e.g. on habitats, on species diversity and on natural 
beauty) 

minimiz.:~ the de tr imenta L •':'.nvir1)nmental ·~f f.-·cts of new 
de·1eL,pment::; th1-.~·ugh ::;t:rateqic pL:nminq 
management 0f risks 
chemical accident pre·.renti·:m, preparednes::;, respon:..:;e 
emergency situations 

Apprnpriate Levels of municipality shn11ld, wherg necess~ry, def in~ 
~;~;.:~r·i;cdjzprj ancLr1r mnr:. detailed en·.rironment-al t-,1rq.-~t-~;, r:r•nsist-,:.-nt-



spec2..ali=ed and:or more detailed environmental targets, con~isterit 
with the governr.i.ent policy, in addition to the overall objectives_ 

It is essential that the newly set up system should lay emphasis c,n 
the pre'Jention of adverse environmental effects, rather than on 
detection and amelioration after occurrence_ 
Real, feasible and practical prescriptions must be a first 
priority_ 
Attention is to be paid to certain 
in effluents, wastes. These should 
together with valiJa'::.c'-d methods 
available_ 

limit values, concentrati0ns of 
be measured_ Proper instrument~ 
and trained personnel must be 



plants in order to avoid contamination 0f medicines and to prQtect 
the environment on one hand; but also limits the possibilities of 
the recycling of materials on the other . 

Liquid effluents 
The primary waste \\·o.ter source :ts the :·:ashwater <)f equipment and 
floors, v;hich may contair. medicinal chemicals, inorganic salts, 
suga~s. and t~~ically has low BOD, COD, and TSS, with near neutral 
pH. 

;...ir emissions 
in addition to the dusts may result frcm the use of volatile 
solvents. 
Propellants used in aerosol flasks may be dangerous for the 
environment not at the site of production but at the applicati·~·n. 
Prescriptions for ODSs are to be followed. 



WASTE MANAGEMENT 

Waste sources 

The pharmaceutical industry produces a ~ide range of gaseous. 
liquid and solid waste types. 

;._trnospher ic emissions may be 
gaseous 
volatile (incl. voe = volatile organic compounds and 

ODS = ozone depleting substances) 
particulates, in form of aerosols, i.e. suspensions of fine 

solid particles or liquid droplets, such as 
dust, smoke, fog, or mist.or 

combination of them. 

From synthesis plants: 
losses during filling, e~ptying tanks, drums 
storage and transport of mother liquors and Net cake 
off-gases and vapor losses from reactors, dryers 
milling, sieving, packing of solid materials 
relief valve, bursting disc discharge 
building ventilation 
i!1cineration 

from fermentation plants: 
as for synthetic plants plus: 
organisms in fermen~er off gases 
odors in fermenter off gases 
vapor losses frow extraction plants 

from extraction plant~: 
as for synthetic and fermentation plants plus: 
solvent losses in extracted residues 
vapors from de~olventiser exhaust 

frorr. formulation plants: 
solven~ vapor losses from tablet coating 
vapor l·:isses from solvent tanks 
milling, sieving, packing of products 
wet and dry granulation 
manipulations with dried materials 
active ~ngredients in ventilation exhaust 

Coarser particles {larger than 10 microns) settle ou~ •)f th~ 
air quickly. They are, theretore, most troublesome near their 
source. Smaller ones travel farther. The most problematic ar-2 
those less than l micron (generally referred to as aerosolsl 
because they remain suspend~d in the air and move easily a~ay 
cdusing pollution far from its source. 
The~ "fine", or ":::uperfine" p<>WC:ers and their ha::cirds ·,.;1L. ;,.. 
discusc;ed in the secti•m dealing wii-h fnrmul.-..t ior, pl~nt::·, 
: .. ;hi le v•ila ti le exhau::~ts arP. r1eneratP-d frequently by r,~nan i ,.. 
::ynthes1::;. 

Simplified reac~i0n~ 
Th~ fnll0wing formulas 
generate the various 
pn 11 u t i r:m : 

H1 thf' -ii-m.->::ph(·rP 
dl"P ci '.;ct of simplif.ied 
a t.m<J:~phe r i r; pr•Jblem:-; 

r•~dr:ti,•n:; 

rt:~.ldt"t~d tr) air 



N02 + Sunlight= NO + 0 
0 + 0.: -= o, 
0 3 + NO = NO.:. + 0.: 
HO + RH ( + 0:} = RO.: + H.:O 
RO.: + NO = RO + NO.: 
RO + 0.: = HO.: + Aldehydes, ketones and other hydrocarbons 
HO.: + NO = HO + NO.: 
0 + SO.: = S03 

SO, + H.:O = H:SO.i 

List of odor threshold values, cla3sification of airborne 
carcinogenic compounds and photochemical ozone creation potentials 
of certaia substances can be found in the anne:-=es. 

Liquid effluents 
and runoff water from pharmaceutical production plants may be 
toxic and polluting consequently need proper management. 
Even surface runoff waters in production areas are likely to 
contain residues, so they also requirement some sort of 
treatment. The segregation of clean uncontaminated rainwater 
via dedicated, sealed drains may significantly reduce 
quantities of effluent requiring treatment. 
Cooling waters are normally recycled in close·-loop systems and 
remain uncontaminated. However, a proper surveillance is 
needed in order t0 avoid leakage. Undetected leakage may 
result in long term. chronic pollution and the identifica~ion 
of the source is net always easy, especially in large 
industrial sites. 

From synthetic plants: 
seal loss2s from liquid ring vacuum pumps 
wash water from ·various equipment 
scrubber liquor 
leaks from storage tanks 
contarnina~ed storm water 
fire water run-off 

from fermentation plants: 
as for s:,·nthetic plants plus: 
~aste ~at~r from fermentation, fermenter broth 
organic solvents in waste water from extraction 

fr,;m extractir_,n plants: 
as for synthetic plants plus: 
waste Wdter from extract.ors cont5ining animal organs 

and parts of medicinal herbs 
wash wa~er from extractors containing the same 

"" . 1 ... ,J 



from formulation plants: 
active ingredients in wash waters of equipment 
active ingredients in wash wate.L.· of roo;:ns 
contaminated storm water 
fire water run-off 

Solvents most corrunonly used in pharmaceutical manufacturing are 
listed in Table 1: 

Table 1. 
Solvents Corrunonly Used in Pharmaceutical Manufacturing [1] 

Acetone 
Cyclohexane 

Methylene Chloride 
Ethyl Acetate 
Butyl Acetate 

Methanol 
Ethanol 

Isopropanol 
Butanol 
Pyridine 

Methyl Ethyl Ketone 
Methyl Isobutyl Ketone 

Tetrahydrofuran 

Toxic effects of corrunon pollutants in aquatic and terrestrial 
envircnment are summarized in Annex VIII. 

Solid wastes 
A range of non-recoverable waste types arises from the manufacture 
of pharmaceutical products. These include process and effluent 
sludge, spent catalysts, residues of animal organs and medicinal 
plants, contaminated containers and package waste. 
fl.11 concentrated wastes containing significant contaminatim"! should 
where possible be routed for disposal by high temperature 
incineration. 

Lightly con~aminated 
unusable containers, 
wa.ste. 

residues, 
can make 

frnm synthesis plants: 
residues from incinerators 
sludge from WWTP 
contaminated packing 

such as 
up large 

pad~age 

volumes 

still bottom residues from solvent recovery plants 
reject pharmaceutical materials 
fr1:im termentation plants: 
as for sy~thesis plants plus: 
spP.nt biomass 
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materials and 
of low-density 



from extraction plants: 
as for synthesis plants plus: 
plant or animal residues from extraction process 
from formulation plants: 
active ingredients in dust collection systems 
reject pharmaceutical products 
contaminated packaging 
contaminated clothing (gowns, gloves, etc.' 

Waste minimization 

\•iastes from the pharmaceutical plants are in most cases be 
environmentally sensitive and may involve high costs for disposal. 
Pharmaceutical manufacture is a diverse and highly competitive 
industry. Because of the highly specific and often confidential 
nature of each company's specific operations, only very general 
discussions of material substitution and process modification can 
be given. 

Methods of waste minimization are manifold corresponding to the 
nature of the material(s) in quest:ion and will be discussed in the 
respective sections of the present study . 
. ::.. comprehensive sununary of the possible methods is as follows: 

~0urce reduction 
of hazardous wastes can be achieved in industry through changes in 

- products 
- raw materials 
- process technologies 

·=·rgani=ational practices. 

Hat~rial substitution 
is a change in one or morp of the raw materials used in production 
in order to reduce the volume or toxicity of waste generated. 
Replacem.~nt of solvent-based solutions b::/ aqueous-based c•nes, •Jr 

chlorinated sc.l~;ents by non-chlc·rinated media .:ire the most comm1)n 
e:-:amples. 
In •>rder t•) av.:1 id unnecessary nuisances in the techn:.Logy or in the, 
re-r<"qisrrati•:>n, inv•..>lvement •:•f R&D acti,;ity is ine?itable. 

Pr•:ice,_s::.~ m_:;:idification 
or modernization may also result in reducing volume C•r toxicity of 
wastes. In most -ases the product/waste ratio is determined by the 
product yield. Consequently improving yield means simultaneous 
j ncreas.=: in product volume and decrease in waste generating. 
Better cont r•)l l inq of react ir:Jn parameters, intruduc ing improved 
pr• >Ce~;:::; cont.r(,l, prevent i<..>n •"Jf f 1:iul ing ck:p1jS it in .:,rdc:;. tu impr cNe 
h, .. dt <1nd ma::;::; tra•1sfer in the reactur art:· the m.:>::~t r:··»mnv:,n m0a::;urte·;:. 
1·.-, b,• tr1ken int<:• c•>nsi<lerdtinn. 



Good Operating Practices 
can help to reduce hazardous or other ~ ..... aste generation by 

- management incentives 
- employee trGining 
- closer supervision 
- production scheduling 
- additional documentation 
- materials tracking and inventory control 

spill prevention 
- material handling and storage procedures 
- maintenance programmes 
- waste stream segregation 

Other aspects of the interrelations between environmental 
management systems and quality assurance activities inc. GMP are 
discussed in the respective chapter of the present study. 

Recovery and recycle 
includes direct reuse of waste material, recovering used materials 
for a separate use, and removing impurities from waste to obtain 
relatively pure substances. The strict quality control requirements 
of the pharmaceutical industry often restrict reuse opportunities, 
though some exist. 
Recycling can he performed either on-site or off-site, depending on 
the capital investment, operating costs, and expertise needed. 
Recycling of solvents either directly or recovered from ~astes is 
widely used in the pharmaceutical industry. Processes for sol~ent 
recovery from concentrated '.vas•e streams include distillati·~·n, 

evaporation, liquid-liquid extraction, sedimentation, decantati·:•n, 
filtration. 

Waste exchange~ 
are recently developed in industriali::ed co1Jntries. The::.: r:,:,n i_.,.., 

grouped a~ follows: 
- inform.::i.tion exchanges are clearing houses for inf1:.rmc1.ti·:.n 

0n supply and demand, and typically publish newslett.,:,rs 
catalogues 

mater .i.al exchanges take temporary posses:::: -Jn rif a '::as t_,.:.. f. ·? 

transfer t<:· d third party 
- waste br·)kers charge a fee to identify buyers .n s.:-1 i.:-r:::, 

but do not take possession of the waste 

On-site waste treatment 

Due t<J the Pxtremely biq number of compr1und::; ha,1ing wide •;ar iPty r,f 

physical and chemical character, generally usable method fr)r th~ 

treatment is not availcible. The responsibility of the produc~r in 
d~vel0ping th~ proper process for treatm~nt is pdramount, 



The main aspt=.cts of waste management are: 
survey 
inventory 
transport 
storage 
treatment 
utilization 
disposal (incl. site selection) 
risk assessment 

In industrialized countries the hazardous waste service sector has 
expanded rapidly to cover (nearly) all a~ove mentioned aspects of 
hazardous waste management. 
:·:ithout such an industry, each waste generator must acquire the 
skills and equipment to deal with its own hazardous chemicals. 

The following considerations deal with those pre-tre~tment 
procedures which are necessary to be carried out on-site, •·statu 
nascendi" of :::he waste. These prccesse:; should be regarded as 
inherent parts of the technology. Nev: technologies should be 
introduced 0'11y in case if they contain them, ongoing ones are to 
be complete·_i by them. 

Atmospheric emissions 

In order to prevent discha£ge of hazardous materials into the air 
gases and vap0rs are to b~ treated depending on their 
physico-chemical properties: 

condensers may collecc vapors into liquid form 
adsorbers can bind gaseous substances onto solid surface 
scrubbers can absorb gases, vapours or facilitate 

reaction !if necessary) by the aid of some process 
1 iqu id (-..;a ter in most cases I 

solid state particles can be separated from the air flo~ 

Needless 

by filters and dust precipitators. Solid particles, 
especially th0~2 "superfines" may be charged 
electrostatically, 
hazctrd. Precauti0n, 
properties of the 
rec•)mmended. 

t:(, menti•_in, that 

thus represe11t pov:der-...=-:·:pl,:·s i,~,n 
including checking pyrotechnical 

material in question is str•:ingly 

also generate new wastes 
liquid or solid forms. 

th.c- dlxoe menti••nerl trei1tment m,:-,th.-,cj.::­
by tran::;f . .>rming gaseous substanr·,<- int.·. 

LimJid effluents 

Mo~t cases the first stev of the treatment is 
sedimentation, and/or 
filtration in order t 1-; separate solid particles. 



Sticky, paste like components, or viscous liquids may 
cause problems and need sophisticated methods. 

Solved substances depending on their chemical properties may be 
separated from the waste liquid or transformed into less harmful 
materials by suitable 

chemical reactions, most frequently 
neutralization (by acids or bases) 
precipitation and sedimentation or filtration 
wet air oxidation. 

Organic solvent:. wastes may be incinerated "in situ". In some cases 
it is the most economic and also envirorunental friendly solution of 
waste treatment. especially when discharge of VOSs, PC?s, ODSs, can 
be eliminated. There are a number of various "small, but 
beautiful" devices on the market. Temperature and residence time of 
combustion are to be considered carefully. Quality, particularly 
construction material is worth for proper consideration, especially 
when halogenated compounds will be incinerated. 

Solid wastes 

At present, solid wastes are in most cases transported from the 
manufacturing plant without any pre-treatment to either 
incineration or disposal as landfill, or further utilization. 
However, in order to reduce dependence on land dispos.:.l through 
waste prevention, minimization and other technical possibilities 
represent the first choice in the hierarchy of hazardous waste 
n<anag~ment options. Chapter 20 of UNCED Agenda 21 stipulates that:: 
pre~ention of the generation of nazardous wastes and the 
rehabilitation of contaminated sites are the key elements for 
enviroru~entally sound management. 

Measures for control & reduction of emissions 

Measures for control and reduction of emissions are inherently 
joined to the technologies where they originate from; 
consequently they will be discussed in Part II and III of the 
present stud'.'. 

Dedicated waste treatment facilities 

;:..s m2nti1~)ned p1 eviously, each waste generator must acquire the 
::.;kills dnd ec.Juipment to dectl with its owr, hazardous chemicals. 
The pr inc iv le 1nay be evident, but to comply with it is another 
question. The complete procedure of the waste treatment in many 



cases may be more sophisticated or more expensive than to be 
executed as a "do it yourself" activity by the mar.ufacturer, 
particularly if it is a SS! enterprise. It is unlikely that all 
waste generators will gain the necessc.ry competer.ce. 'I'he mini.mum 
request towards producers is the proper pre-treatment which 
enables wastes tor transport and/or further treatment. 

Establishing of local service enterprises specialized for waste 
treatment is essential, particularly for SS! enterprises. 
Governments can foster the growth of a local service ind•1stry by 
providing contracts for handling hazardous chemicals. 
Local engineering firms can also form joint ventures with foreign 
firms until they develop the proper level of expertise. 
Regulations can be set up to enco1irage the collection and 
centralized treatment of ha~ardous chemicals, the construction of 
centralized incinerators and the siting of secure landfills. 
Economic measures like free land for site, tax holiday, exemption 
from import duty for equipment etc., may enhance the development 
of such enterprises. 

The central/communal transportation, handling, storage and waste 
treatment facilities have many advantages, some of which are as 
follows: 

- central facilities resolve the problems associated with 
small scale operations esp. lack of capital 

investment 
and operational costs 

Landfill 

presently available technologies for large scale systems 
can be used 
the management of central facilities can be by 
technically specialist, independent operators subjec~ 
to on-site supervision by responsible authorities. 

is the placement of '.-;astes into 0r ontr_J the ground and. in m-:1n:,· 
case"" because of the nature of the materictl:::: irn·~·l·;ed, e· .. patt~.2 t::.:. 
long-term storage. It is far the most r_:0m.rn·)nl:/ practic-·cl •:asr.:­
disposal method in the majority of countries. 
As a result of serious envir0nrnental and health p~~· .. t ~ems 
experienced with historic and abandoned dump sites and tLe ·:-:,·ry 
high cos ts associated ,,.:i th clean up measures at crJn tam i.na t ed ::: i ' . · ";, 
many countries have introduced the "specially engineered lan~~!ll 
crJncept", the wastes f0r which are only c0nsigneod t"•J site ;;el'o'·t.~d 

for their containment properties, these being natural, augmen .- ·»:! by 
r>r provided directly by liners. The overall engineering beinq :::;ur:h 
as to ensures far as possible the isolation of wastes from th~ 

envir()n.11ent. Such landfills are C<Jnsidered a final rt=:s<Jrt •>ptirJn 
1:.;nly trJ be used after every effort has bt.!en mc1de t•» r.:~du<«.~. 

mitigate or eliminate the hazards posed by such wastes. 

? f. 



In a number of countries. landfill disposal is likt.ly to be the 
only method available for the disposal of significant quantities ·:·f 
hazardous wastes. 

Existing and ongoing landfills, where a significant proportion of 
biodegradable or bicconvertible materials is contained in the 
waste:.., deposited. will benefit from improved controls over the 
moisture content, pH, compaction/density. This will allow for 
improvement in the chemical and biochemical degradation of wastes 
leading to a more stabilization of the mass. Useful pre-treatment 
technologies are soliJificaticn and chemical fixation. 

Guidelines of the Basel Convention on the contr0l of transboundary 
movements of hazardous wastes and their disposal are to be followed 
during planning, establishing new landfills. and also for 
controlling, monitoring of existing or abandoned landfill sites. 

Incinerators 

Incineration has been used, particularly in Europe and the US.::... t·:· 
treat hazardous wastes for many years. Its main advantage is that 
it permanently destroys many of the hazardous characteristics of 
the waste. Organic compounds burn over a broad range .:·f 
temperatures, forming carbon dioxide. water and prodi.icts ·::·f 
incomplete combustion, some of ·.-:hich may be m•:·re to:·:ic than th.:­
original waste but there would be a much small-::r quantity of such 
comprJunds. (It should be noted, that in some countries. b<::-th 
municipal and hazardous waste incinerators have been identified as 
significant sources of such pollutants as di:·:·:ins and fu:ran2. 
Ho:..;e,1er, \·:hen applying best a·;ailable :echno logy, s1v:·h 
en-1ir·:..nmental effects could be minimi::ed. l 

S·:•:ne 0:..rganic cc::>mpounds, including S•:·me i·:..und in certain ha=ar•J·~··i:.:· 
·.-:astes, combust less readil:.:" and must be subjected t·:- hi9he:-r 
temperature b<=::fore they bef.:•re the:,· are full~· co:nb1..;sted. .-.::= a 
c 0:..n.sequence, to ensure rnaximurn destruct ion of the ·:>rganic (-.:.mp.:•und:: 
in the \\·astes. hazardous waste incinera.tors must !':'.aintain e:.:tremcl".:· 
high temperatures (typically ranging f.z..-om .~so·c t::, uoo·ci and ha·:,o­
adequate residence time. 
Conseqiiently, a high le,.rel of ':echnica.l r:-ompete:-:ce is requir.~ci ::1 
dA.c;igning, operating and monitorinq an incinerc:~ion facility. 
A condensed summary of incineratirm sub£ystems and t:,1)ica l pr• .r·.<:.:::· 
component options may be found •)n Fig. 7. 

Incinerators may used for the burning of 
- municipal. or 

industrial ~astes, 0r 
c.:•mbinati··n •>f them. 

Sinr:E' prc)p~r.t-iPs ,.,f municipal .:ind indusrrio11 

,..,~ . 
: .. • t 



significantly a careful selection of equipment and incineration 
technolcgy is needed. 

'IYoes of incinerators 
- inclined moving grate cype 

is used for the burning of municipal wastes. while 
- cyclonic units {the simpler and cheaper). and 
- rotating kilns. with after burner chamber (the more 
effective and expensiv2) rP.present the types of 

industrial incinerators. 
Typical incineratur processes of a rotary kiln are illustrated on 
Fig.8. 

Incinerators, though not as efficient in terms of heat recovery as 
steam-raising boile~s. are often used as heat generators to produce 
warm water or steam for heating or generating electric energy. 



CHEMICAL SAFETY 

Chemicals, their residues and wastes need to be handled safely to 
av~id deleterious effects on public and occupational health and 
environmental quality. Many of them occur as pollutants and 
contaminants in air, scil, water and food. In some countries 
historical gross chanical contamination has resulted in a need for 
restoration which will require major capital investment and the 
development of ne~ technologies. 

Chemical releases, let it be large scale accidental or small but 
ongoing may cause loss of lives, health impairment. both acute and 
chronic, and environment~! degradation a3 well as material damage 
and loss of natural productivity. Global importance of these 
effects is now becoming more widely recognized. 

The issue is not just serious but also ext!'."emely cornple:.:, because 
chemicals, their combinations or mixtures with biological agents 
which, through their additive and synergistic interactions, have 
human and ecological toxicities near impossible t•) access 
scientifically. 

Hazards associated with chemicals are still frequently perceived as 
a problem of developed and rapidly developing economies, however, 
nearly all countries of the '.·:orld manufacture, formulate and import 
chemicals. Problems .~f chemical safety are exacerbated in 
de·J"eloping countries '.·:here production technology may be inadequate, 
legislation and enforcement lacking, hazardous waste dumped 
carelessly and a populati.)n unaware of the dangers of misuse of 
chemicals. 

G.)~Jernments .)ften ha·;e •'~:-:[Jres;:;ed a need f·:·r m···re eff.:-cr i·:e 
l-Jr<:.1grammes at the nati.-:onal le·J.=.-1 t·:.> identify in ::id·Jance tlkse 
ha=ardc0us techr1.:0 l·:>oJies dnd ::.:;stem::: '.\·hich are lik,.:.l:; to'• ·]i·F· ri:::-e· i:- · 

pr·:·blem.s. 

In the absence ·>f an ef feet· i··,:. nat i•>nal reg istrat i· ·n pr·:·r::•:ss an.J ,·,f 
"'g·')vernment i.nfrastru.:·t-:1r<, f,-.r t::•)ntr,.°Jllinq th,.:. m.::inufdr'"tur,:,, 
f•:>rmulati<:.>n, availabili.t":,·. st···rage and di:;pr)::-;al .· .. f chemical:::. C.'.·:>m.:­
import ing coun:-=r ies la·:·k the ability Vi as.sure safe in-r:rAmtr:; 11:::;,.:.. 

INTERNATIONAL ORGANIZATIONS' EFFORTS ON CHEMICAL SAFETY 

,\l th,.)ugh l•f.:a.L p:r:·:>blt:'.m:..; 
fr•".qu~nt l:.r "t-r,;m;:;l:;oiunrJ"lr'./ 
int' erni'I t' i r,n,;1 I r·'"'"P•"r ,, t- i •"Tl 

nf..:ed l•:>cal 
P·" l l u rant-::~ 

r ,, mi t i CJd r.:. 

S•)luti•)n;:;, chem.ir::al;:; <1:· .. 

•:.1r r: 0 .1nt:d:ninant-:::" rind n<· .. d 
t:h.=·ir f•ff~r:r:-:; t·hr•"WJh m·•l't· 



To a limited degree the international agencies particularly the 
United Nations Industrial De•.relopment Organization (UNIDO}, the 
~·iorld Bank and the Regional Development Banks already provido::­
guidance for chemical safety activities as pa?:"t of development 
assistance, in particular for industrial and agricultural 
development and transfer of environmentally sound technologies. 
The agencies (particularly ILO, UNEP, and WHO) also provide 
guidance on prevention of chemical accidents, and on preparedness 
and response to chemical emergencies and to develop mechanisms for 
international intervention at the request of countries in response 
to major chemical disasters. 
The follo~ing list of organizations and publications is intended to 
gi·.re assistance in the legisla':ion and management of chemical 
safety. 

The International Prograume on Chemical 
a joint activity of ~·IHO, ILO and UNEP, 
established in 1980. 

Agenda 21 

Safety ( IPCS) , 
administered by WHO, '•vas 

The United Nations Conference on Environment and Development, 
Chapter 19, Agenda 21 (UNCED 1992) reiterates these concerns and 
markedly adverse impacts of chemical misuse on the economies of 
de0.reloping countries, recognized that envirorur.entally sound 
managemer..t 'Jf che~icals was an important component of sustainable 
::Ie·.·c-l·:·pmen':: set up an interr..ational strategy for actior, on chemical 
safety into the twenty-firs':: century. 
The conf.e:rence :::oi.ile0. for strengthening of IFCS as the nucleus f.:.r 
coordination and cooperation among international safety activities 
and f·::ir the establishment of an intergo·.rernmental mechanism f :·r 
chemical risk assessment and management. 

Commission ~n Sustainable Development 
Th-::=: Unite:! '.·iati,:•ns General .:;ssembly ad-:·pted the report of IBICED =,:',·i 
,.c.s>-:1bl ish,=.-:.! a C<:•mmissir:·n on Sustainable De·;el.·pment tr:' ,:,·:ersee i-::.:­
imµlementati.:•n •Jf the recommendatiors. 

Intergovernmental Forum on Chemical Safety 
T-~· f,·,11,y.-; up the UNCED rec::-<JCnmendation, an international C<Jnferenr::::· 
,:_,r1 ch.-.:!ml cal safety <.·:as con,.rened and h•:isted oy the S•.-:edi sh 
G:··H:nID1en>- in St.>C:J.:holm in 1994, wherdJy ;in Int::erqo'.rernmt:~ntal F·:·r·1m 
.,n Chemir:al .:;afety <::as e.:::tablished. It is a non institutir:,nal 
arranqement tn c::msider and pro·.ride ad,.; ice and, where appropriate. 
make rt=-c(Jrrun,~ndati1:ins tt) governments, in'::ernational organizations, 
inr:.erg,_,·Jernmental borlies an~l n1·m 90'.rernmental organi zat i11n::'. 
ill'.rod·.r,_·d in chemicril Sdfety r",n c.sper·t·::; ·:if ri::;k assessment .:in•J 
mdnag • .:!mt::nt. It '.·,;ill provide pulicy quid<111r:..:- ·,.;ith .:~mpha.si::; , •ll 

rcgi.:.ndl and :;ubrc~c1i.:.inal r::·::.i·:ip0rdti.,n, d.:·'J'ei·JP ::.;trat.o:;pe.s 111 ,, 

r·.···:•rrlinar<,-d and integrat:ed mann':"r, fr,.::;t:,:·r 11nder.::;t:dndinq ,·,f i.::;:-~u .... ,:, 

r1wl pr<,r .. >t°t'· rh.--· r.o.quir2d pr1licy .::;upp<»rr. 



invol ·..red in chemical safety on aspects ·-' f risk assessment an.:i 
management. It will provide policy guidance ·.·:~th .:-mphas is ·: n 
regional and subregional cooperation, de·:~l0p strategics in a 
coordinated and integrated manner, foster understanding of issues, 
and promote the required policy support. 

Interorganizational Coordinating COl!mittee 
The establishment of the expanded IPCS, codified b::· a mem:>randum .:.f 
understanding among FAO, ILO, UNEP, UNICO ;..ND :·:HO '::ill pro·l'ide a 
mechanism to build up collaborati~.·e interr.ational p~·ogrammes on 
chemical safety. It v.·ill also enable long-term planning and 
implementation of activities. Coordination bet-.·:een international 
organizations is ensured through regular meetings of the 
Interorganizational Coordina~ing Committee. 

Steering Committee on Chemical Safety 
is a mechanism, within WHO, for coordination cf related che:nicil 
safety activities. Policy advice to th~ execut.:.-l'e he:tds ·'.Jf the 
international organizations is provided through ~eetings of the 
IPCS Advisory Commi.ttee. 

Follo· . .;ing the endorsement of t:he \•J-fO global strategy for health and 
envircn.'11ent, the implemen~ation of the IPCS currently falls int.:· 
the foll·:i-.·:ing f·:·ur br.:,ad areas corresponding t·::i pr i.)r i ty programme 
areas in chapter 19 of .:...genda ::1: 

- chemical risk assessment 
- chemical risk corrununication 'incl. harm·:·nizati·::in <:·f 

classification and labelling A chemirals. and 
in format i.:•n 

e:·:ch-:1ngo::- :·n t·:·:·:ic chemicals and r:hemir:al : i::k:: 
- acr i···n ·:·n chemical emergencies 

stren·;Jther11ng ·:·f nati·Jnal capabilities ~~nrJ r:apAciti~;: :l~·r 

management 0f chemicals 

ELEMENTS OF CHEMICAL SAFETY 

In 0rder t·:· impr·:•'Je <::h-:::mical safety the f•:.11.)·;;i n.:; iSSlJ.-'-S cir<:. t·: be 
ta~:en int:.:• r..:1:insiderati•)l1 during planning •Jr ·)p~rat i(,n ···: a plant 
dealing '::ith th.=- production, transport-, ':t:•·rc)ge, di.:::tributjr)n .-.f 
pharmar·,.:·~Jt' t'>d pr1,r]u.~r::. 

Th,.:.. f<Jll·"'··:in.:1 ::.:er.·ti·~·ns • . .;ill summa:;:-i::e rf"''.1...-r;sl inf .. rm,1t·j,-;n ···n 
chemic.-11 saf,-~i-·,-; f 1:>cus:::;inq to duties <Jf cll..it:h···rit.i~~; rq.-.·;~:rnment.o, 

munir:i.pdliti~::::\ :::;uch as: regulatory, r'•)ntr·:illinq, pre·;,:,nt·i,··n 
ar.:t i'1ities r...-L:it-~d t 1) Ct)[nmunities and en-1ir··1nm,:.nt. 
Te1.sk:; 1:.f the .:-~1t'erpri.st=- le•J'el will b•~ d~t·-1il·:.rf in f';irt II -:1n III ,.f 
the pr·~,,_:i:-nt =:t11<l',·. 

Problems of chemicals and their identification 

( 



Inf0nnat i·:·n ·=·n chemical substances is primarily required for three 
pur~>_)ses : 

- risk asse.::.::sment lcharacteri:.-ati0!1, management l 
- m.::dical and public health response to acute and chronic 

exp..::·sures 
- timely pro·Jision 0f appropriate health and en?ironrnenta.:. 

responses ~uring incidents, accidents. and emergencies. 
Inf·:·rm:tt:i :m .::on chemicals and their fc.rmt!lati0ns manufactt:r,;;,d, 
imp.,:;rted, exported. transported, used and disposed of in the 
country is necessary. 
The de·Jelopment of a centralized national information progranune on 
chemical safety for the collecticn of data on all chemical 
produ=ts, ~nd for the dissemination 0f objectively evaluated 
inf·:::•rmat i :::·!'1 sh•:·uld be considered of the highest management priority 
f·~·r chemicals. _::._ccess to comprehensi,.re chemical toxicity data is a 
fundamental c•:>mp-:::ment of any national management programme . 
. :..nnex I and II pro·vide model formats for de·:eloping National Status 
Profiles f:r chemicals Infcrmation. 
:: .. _ tc.;:-::icL•l·)gical infcrrr.at ion ser:ice is needed to provide up-ti:·-date 
inf.•rmati·:·!'1 ·:>n the potential health and en-.rironrnental <:offect:s .:.f 
chemicals ~nd their products. 

f.1.:.st ·:.f th.:: inf.)rmation currently a'jailable pertaining ha::arck·us 
~hemicals has been ~stablished under de~el0ped c0untry conditi~n~. 

Th.:- ::: it 'la~ i·:·n in Lie·.·el.oping co:.mtr ies is rather different. 
Climate -:·:·nditi·:•ns in tropical regions. t~·here most de·.•el:!c::.in';.r 
C·)Untries are situated, ma:,· ha'Je a si::eable impact ·:-:•n :::he 
dispersic·n of ha::ardous chemicals in ground water, the atm.::.sphere, 
l.:1 t: h.=- f :·.:.-:! ·~hain. .:tnd ·=·n the p·•tent ial f•:·r ·~·ccupat i·:.nal e:-:p: .:·::.-..,-::: 
-:t::C ·.-:.:-1 l . 

Information sources on chemical safety 
a::: rr.,=,,:1t .:_ .;:,:-J bef·:·re, there is n·:.i gl·bal::,· cv_:.:·epted r:i:·ns·:·l.:-:i,;,·-·: 
dir,c...·t- ·r·,· J-:1~~1 b-:1ses and regulc1ti·:..!1s rele·.'ant t·:• c·hemic·al :::-::--.·-,,·. 
Th"·!··· -H···. h, ··.-:,o-·:..:..r. rndn:;· inf.:·rrna t i.-,n :::· ·11r--..,.:::. 
The ~._,;;._f,_··:: :_;:1ide~ines f,::r the Exchang.:- ,_-,[ :nL·1r.1.citi .. :.n ,_1n Cf:.=-:::~·.-•:.· 

i;; Int~·r::a~ icma~ Trade are a set <.,f c1uid-:-lii:-:-,s ·.-;idel:;· ad.:·1:.,..·<! i ·:· 
G-··:.~n1rnent::::. The ez:p1::.rt to de·.•eloping C•J1.mtries ,:_,f chemical::: ~h,1t 

h<1·;.=- b.,=.e,n banned in producing C•)Untrie:::: ..-,r • . ..rhose u::.;e ha:: L~·-~: 

.s·-··:~-r--'·1:::- !·..:..;:;trir·t~'-d in ::;1)me industriali::..:..-1 ,.-'.·-·untri1:c·:; h~1:'. b-_-.·r: •!1·· 
::1.1bi..--.-·t .-f '"•r1('·:·rn, as S·:ime imp•:Jrtino r.-.unt-ri.=,::-: lr1d-: t.h..-~ dbilit-·:· ~ 

.:·n::-:11r•" saf•- u:.;.=,, ,-,,~·ing to:> inadequare infr.:lst:rur.rur:e f···r ,. .. ,.nr t-.-, 11 in·• 
t-h.=- im1x1rt"r1t"i•:•n, rJistribution, storaqE·, f·)rmulati..-)n and di.sp . ._'.'·-11 .-.f 
chemir>1l:::. ;..11 c•Juntr ie::; whid·1 Pxpr;rt chemical::; .subj.:·ct t ,-, t-r•·· 
f'i-iur I;if,)rJli~,J (:·,'.Jn.:;ent ( PCj pr•,cedur~::; ::;hr:•uld hr1·;.:~ t·h,-· n..-.,-- .. ;::'.cit ·: 

m,.,··h;ini:;rn in pl;.lr:f'- t 1•• en::;ur"' that ··:·qJ-1rt c}.-,,_~;_: n.-,r tdi-:.· p1.-i,··· 
r· .. nt? <ll"," t-. imp ·l-~ inq <::.,unrri.<'.' d~·r:i~.:i .. n:: .. 
F 1 1r'h··t :-: "!~··"·~: ·f inf.»rrndti•:•n .-:irf· th·~ f .. ll·"::in'-i: 

Er:··ir· .. nm-·nt,iJ H.-·.-ll~h <'r·ir·-rir1 rrpr·;'., 

\, : 



Health and Safety Guides IIPCS! 
- International Safety Cards (IPCSI 
- INFOTERf,_:._ iemrironmental data basel (UNEP) 
- International F.egister on Pc..tentially Toxic Chemicals \UNEPl 
- RISELINE a bibliographic database on toxicology and 

ecot ... •:-:ic0logy (KEMI National Chemicals Inspectorate 

Risk assessment 
identifies, characterizes and qualifies the potential adverse 
effects on human health or ecosystems, of defined exposures to a 
chemical substance or mixture, or to a chemically hazardous process 
or situatic..L 
It consists of the following interrelated elements: 

ha=ard identification i.e. identifying the adverse effects 
which a special chemical or process has an inherent ~apacity 
to cause. 

- dose-response assessment 
- e:...-posure assessment (dose/level/duration) 
- risk characterization !incidence and severity of adverse 

effects due to actual or predicted exposure)_ 
- priority setting 

identifying pollutants of greatest concern in ai!'.', w<ter 
and soil 

"mul t iproblern chemicals" (candidates for risk reduct i.:.n l 
persistent organic pJllutants :pop1 

ozone depleting substances 
establishing priorities for evaluation health and 

environmental effects 
list ·A priority c~~emicals for testing 

- Il<'"c", i fc;1 i:iterna t ional cooperation 
technical 
financial 
inf,:irmat i':m (rec ipr,:-cal, ·.-:i th nei ghb•)r i nei re<Jions \ 

Risk management 
•)f cht:"mical~; includes the full range ,:>f <ic-ti,1ities required t·~· 

pre'JE-nt and assess their intrinsic ha::ards, and to ensure their 
sdft=· p1·.·.rlur:ti.:•n, transp•'>rtatirJn, St•)ra•Jt=-, us.:-, c:1nd ultimat•· 
disp«•sal. s·~· that health and th.=- en,;ir··>nment are pr<Jtert.::.d. 
Environm.:~ntally snund manaqem.:>nt of r:hemira.l::; rind tht-:~ m.=-r·h,1nism;; 
developed for implementing chemical safety mu::-;t be through .:in 

inteqrated appr0ach including both risk assessment and manaqement. 

Principlt':::; •>f risk m,.1naqement: 
mc1in .. 1)i•·,·t l'lt~: pr.:··Jenti•Jn ~:h 0 •1ild b•~ pr.=-:ferred t<• r:l•·dn··up 
pr.•,l1d?···rin•::-:.:; t•1r r.:·;:;p·Jn::;.- t··· ··:h,::m:cal <'.:m•.:rq..-'.nr· itc::; 
p•1i;: .• n r·,·ntrnl proqram.'l\e pr··,·1idinr1 t.-i;-::ir~,·oiqi lanr: • .-· . 

.l. • ..... .., 



prevention and response to poisoning 
- integration: it is total exposure that matters; all 

significant sourc-=s and pathways and the full life-cycle c.f 
a chemical "fro~ cradle to grave· should be taken into 

consideration 
- sound infrastructure is needed 
- chemical safety information should be available to all 
- intersectoral (nationali coordination is essential 
- responsibility of central, regional and local authorities 
- legislation 

o~ chemicals, pollution, etc. 
registration, 
license to sell, use, store, manufacture (for 
enterprises) 
certificate ot competence {for individuals} 

economic option (incentives, subsidies, selective taxation, 
economic instrum-=nts based on the •polluter pays" 

principle 
- monitoring and surveillance 
- "industry r~sponse care progranunes" for prevention and 

eme:gency measurements 

Risk assessment and rnan3gement system introduced in the European 
Community is displayed in Fig.6. 

Chemical emergencies 
Details are discu;:.sed in Section ··Prevention and Response in 
Chemical Accidents". 

More detailed and sp~ci[ied information and data can i)e found in 
the IPCS Guidelines f,:>r tLe . .itrengthening of National Capabi lit: ie::: 
in Chemical Safet:;,:. zm.u in the international reference manual: 
Chemical Safety by MerFJn P.ichardson. 



PREVENTION AND RESPONSE IN CHEMICAL ACCIDENTS 

Host people in industry provide assurances that industrial plants 
-:lre designed and maintained in ac-:::ordance with high industrial 
safey standards.However, proper design, maintenance and procedu!.'es 
in operation does not mean that accidents will not occur. 
The unfortunate realitv is that such risks, may be minimal, remain 
and the hazards posed can never totally eliminated. 

Some ·:'f :.he chemical cccidents have become historical milestones: 
the di0:-:in release in Seveso, Italy in 1976, the release .:.·f 
methylisocynate at Bhopal. India in 1984, the fire at a chemical 
warehouse in Basel, Switzerland and th e discharge of contaminated 
·.-:aters into the Rhine in 1986. 

Chronic adverse impacts of chemicals have also been reported in a 
number of cases, producing, care inogenic, mu tagenic, and 
teratogenic effects on e.>.."Posed people. Fish contaminated by organic 
mer<.:ury in Minamata Bay, cadmium-contaminated rice in Toyama 
Pr-~ft"o:cture and rice oil polluted by poly-chlorinated biphenyls 
1PCEl in Japan have become classic cases of tragic chemical 
accidents. 

Pharmaceutical industry being user, prcd1_1rer of hazardous chemicals 
i~ not an exception either. Prevention and response to chemical 
accidents must have a first priority in the design and operation .:.f 
!--lurmaceut ic .:11 plants. 

Human error 
H-1·; ing accepted that some ace ident.s cann•)t be totally pre-;ente· ! , 
t·he .-:::1.:ib.)ration of clear gi_1idelines and emergency plan::- f. r 

f" ·t:<';1tal chemical accidents are necessar::,:. 
r-r··:::r in-1~'st igations conclude that c.cciclents •.·:ere 0ften d1_1e t·:· hi_:m-:.:1. 
,·1·r. •r either during operat i•!n, in maintenance. and e~1en 1n resp•·n~-.-. 

,o.n,.-0,1-.-Jencies arising out -:·f industrial accidents. 
The man in the field must n•:,t ·~·nly kn•Yi:: his job well, but al::~·:· l ·:· 
·:i·'Ji~«nt at all ti:nes and trainr:->d h,,,_._. t·:· react in case •:of acr_·i.-Jd:t. 
Th,- pt"•P~r. calm reaction can b.:· •·nsur.::-d ··nl::; by due educr1t:i•·n :ltd 
t r·.:iining. The knowl~dge <Jf ~d l rnatr':r ials in-..r•:il'Jed, ic Luding r.=-:-;u l t ~· 

· · f p•.1ss ible unwanted chemical react i·:>ns should be the bas is. 
P0sp)nsible, mature and well trained people are needed in cherqe at 

,, I l 1 .=-•1e 1 s . 

Planning, design 
Th(· rnajur problems relating ::.:_, preparedness and resprm::;,c· t.' 

"h··micdl emergencies have been r~,C•Jgnised as: 
inrVJ<e-quatP pJanninq, particularly at thf:~ Parly d\•·H·l•'•Pffi•·rit 

sritqe fnr n(''': inrlust·rie:: 
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INDUSTRY PROFILE 

The followinq sections of the present chapter yield a comprehensive 
sunmary of the manufacturinq of active substances in the 
pharmaceutical industry. 

The principal processes employed in the manuf acturinq of 
pharmaceutical active substances are: 

chemical synthesis 
fermentation and 
extraction 
storaqe, transport 

Formulation into various dosage forms and packaqinq of finished 
druqs, research and developroant will be discussed in Part III of 
the present study. 

Processes, raw materials and wastes of these activities are 
discussed from the point of view of possible environmental hazards. 

CHEMICAL SYNTHESIS 

Vast majority of druqs today are produced by chemical synthesis. 
Production in the pharmaceutical industry is differinq from that of 
the chemical industry in many respects: 
Active substances have in most cases complicated molecular 
structure produced by multi step sophisticated chemical reactions 
on a batch basis in relatively small scale and high purity under 
particula=1y controlled procedures to assure the standard quality 
of the product. 

Raw materials and intermediates are usually supplied by the 
chemical industry where the production is carried out in dedicated 
plants, suitable sizes, consequently cheaper compared to the 
pharmaceutical plants, where the priorities are different. 
General practice of the pharmaceutical companies is to buy startinq 
materials as "near" (in chemical sense) as possible to the end 
product and execute only the most delicate steps in their own 
plant. 
If the material of the end product is available on the market in a 
low quality, or "technical qrade", the best solution is to prepare 
the procuct by - in some cases relative simple - purification. 
It is obvious, that the conditions, priorities in a pharmaceutical 
plant differ siqnificantly from those of the chemical industry. 

The followinq sections of the present chapter deal with the special 
features of the production of active substances in the 
pharmaceutical industry, particularly from the point of view of 



environmental hazards. 

A typical synthesis plant will consist of: 
- production 

reactor and separation system 
separation, purification 
materials handling (finishing)- raw material storage 

auxiliary activities 

Production 

Reactor 

raw material storage 
solid materials 
liquids 

bulk solvent storage in tanks 
drum, container storaqe 

industrial gases 
storage of intermediates and products 
transfer systems, piping, transport within plant 
waste treatment and recovery 
maintenanc~, energy supply 

In synthesis plants usually batch reactor vessels (stirred tank 
reactors wi t:1 heat transfer jacket) with size ranqing from some 
hundred liters to ten cubic meters are the basic items of 
equipment which determine the size of the production. 
A typical synthesis reactor arrangement is illustrated in Fig.1. 
All parts of the reactor which are, or can be in contact with the 
chemical materials must be resistant to corrosion, consequently 
they may be: glass, glass lined steel, stainless steel, or special 
alloys. 

Process control is key element of the system, due to the many 
remote organs \valves, switches, measure and control instruments) 
and the demand for the regulation of different parameters 
(temperature, p·essure, concentration). 
Manual operation is going to be obsolete. 
The computer aided control systems have the additional advantage of 
uniformity of the batch processes, a prerequisite of the standard 
quality of the product. 
Within a drug manufacturing plant, reaction vessels and ancillary 
equipment are often arranged into separatt:, dedicated process uni ts 
being used for the production of one single, or a family of 
products. 
In this case an integrated process control of the whole unit is 
necessary. 

The batch type processes together with the technological 
flexibility of the stirred tank reactors yield the possibility of 
producinq more than one product with the same equipment. 
(Multi-product-, or multi-purpose-, or flexible plants). It has to 
be noted, however, th3t this flexibility has ite own technological 
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and economical limitations, especially the time and labor 
requirements of the chanqinq of products. 
If the aim of the plant is to serve as a training basis for the 
personnel, or scale up/develop new process, or justify 
technological parameters, or validate process elements, the multi 
purpose plant will perform its duty. 
A multi product plant may produce with good economy only a properly 
selected range of products. 
Flexibility and change of products raise additional tasks to avoid 
unnecessary harms in environment. Some pharmaceutical products are 
manufactured in single product "campaigns", which may last a few 
days, weeks, or months depending upon the market. At the end of the 
campaign, process equipment is thoroughly cleaned - which results 
in huge amount of liquid wastes. Proper handling of such waste 
water is often neglected because of time constraint of tight 
campaign schedules. 

Separation 
Multi-step chemical reactions need certain procedures between the 
particular reactions in order to separate the product from 
remaining raw materials or by-products and to produce it in the 
purity required by the next reaction step. 
The most typical separation procedures are: crystallization, 
filtration, sedimentation. If the solvent is to be removed, drying 
is also used. 
Air ducts of centrifuges and dryers are the main sources of the 
volatile solvent emissions. 
The rot~ting drum of the centrifuges work as a rotor of ventilator 
resulting in blowing out significant amount of air with high 
solvent content. The situation is much more favorable if the system 
is working under inert gas (usually Nitrogen). 
Fluid bed dryers use air flow to lift, move the wet material and 
mix and contact intimately the particles with the hot air. The 
drying process is quick, 
The dryer may be combined or closely connected to the filter (in 
many cases a centrifuge) . Such more or less closed systems reduce 
the possibility of contamination of the product, but also the 
transportation losses and minimize the volatile solvent emission 
losses. 

Purification 
D110 to the high requirements on the quality - first of all the 
chemical purity - of the pharmaceutical substances, the various 
separation procedures are the most frequently used processes in 
order to get rid of impurities and contaminants. 
These are the suitable combinations of the following unit 
operations: (multiple) crystallization, filtration, adsorption, 
extraction, chromatography, drying). 

In most cases the details of the purification are delicate know-how 
elements of the process and the best kept secrPts of producers. 
They - together with the materials handling procedures which result 
in the appropriate physical properties - ensure to meet the quality 

' ---
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requirements of the product. 
A simplified model of a synthesis plant may be found in Fig. 2. 

Materials Handling 
Milling, sieving, blending, and packaging of powder products or 
intermediates gives rise to particulate emissions which must be 
controlled using dust filters. The primary reason is the protection 
of the personnel but properly designed filter systems may also 
prevent dust entering the external environment. 
Disposal of contaminated filters requires care and they are 
frequently incinerated. 

Auxiliary activities 

Storage, transfer of solid, liquid and gaseous raw materials, 
solvents, intermediates, (together with the recovery and/or 
treatment of wastes and facilities management may be regarded 
sometimes as "only" auxiliary processes, notwithstanding should 
merit due consideration, concerning working safety and 
environmental protection. 
For example warehousing has been highlighted as a potential source 
of water pollution in the event of fire if proper precautions have 
not been taken to collect the run off water. Following a fire in a 
pesticides warehoufoe which caused major pollution to the river 
Rhine, many chemical manufacturers, especially located near major 
rivers, installed catch basins to collect run off water during a 
fire. 
Concerning the hazards of "1arehousing, there is no difference 
between the pharmaceutical and chemical plants. In consequence of 
this, all regulations and guidelines elaborated by international 
organizations for the safe handling of dangerous chemicals 
(discussed in detail in following chapters of the present study) 
are also valid and be borne in mind. 

Rav materials 

Chemicals used in synthesis operations range widely and may include 
organic and inorganic reactants (solid, liquid, or gaseous) 
catalysts and 
liquids as solvents or reaction media. 

Solid raw materials may be stored in containers or bags, outdoor or 
indoor. Segregation of different materials is essential. Due 
attention has to be paid to the chemical properties of the stored 
materials. Incompatible substances (those which have inclination to 
react)have to be stored in segregated compartments equipped with 
proper fire fighting and safety syst~m. 

Liquid materials are stored in tanks or drums. 
Tank farms must be designed to store a complete range of fresh and 
recovered solvents. In order to reduce the potential of fii:e 
hazard, solvent tanks may be located underground. To avoid the risk 
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of ground contamination great care is needed to prevent leakage. 
(Double containment, leak monitors etc.) 
It is conman to have separate tankage for fresh solvents and mother 
liquor (or solvents for recovery) and recovered solvents. 
In order to avoid mistakes and facilitate the transport of 
solvents, departments or buildings or product lines may have their 
own tankage. 
In order to save place (especially in densely built urban areas) 
solvent tanks are located in the basement of production buildings. 
Even in case of appropriate fire precautions this solution can not 
be reconmended. 

Drums are used for the storage of quantities which are too small 
for tank system. Inflanmable, explosive, toxic or corrosive liquids 
must be properly segregated even in external in storage. 

All solvent storage areas (tank farms, drums; indoor or external) 
should be equipped with fire run-off systems in order to avoid 
pollution of the environment. 

Transfer systems 
Piping is commonly used to connect storage tanks with the receiving 
vessels. Pumps, valves, instruments, connections are emission 
sources. 
Piping and air ducts are to be designed and operated with care in 
order to avoid cross contamination or accident caused by 
inadvertent contacting vf non-compatible chemicals. 

It is generally accepted pract~ce that all raw materials entering 
a manufacturing site are accepted only when full ecotoxicological 
data has been provided by the supplier. 

Emission sources 

~aste streams from chemical synthesis operations are complex due to 
the variety of operations and reactions employed. 

Solid wastes 
Most common source of solid wastes are the various filters: 

- process filters (including centrifuges) 
- dust filters of the air ducts 

Residues from reactors, still bottom tars are difficult to handle 
because of sticky behavior due to their moisture content. 
Cleaning of equipment, working areas and warehouses also result in 
solid wastes of different nature. 
In most cases these wastes will be incinerated. 
Some sorts of used packaging materials can be reused or recovered, 
but care should be taken to avoid misuse of them. 

Liquid wastes 
Virtually every step of an organic synthesis generates a "mother 
liquor"(liquid medium in which certain operations take place e.g.: 
heating, cooling, mixing, crystallization, or chemical reaction) 
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Inoculum is prepared from the working seed (population of a 
microbiological strain maintained carefully in laboratory) _ A few 
cells froo this culture are matured into a dense suspension through 
a series cf test tubes and shaker flasks_ All transfers are carried 
out in aseptic conditions aimed to grow sufficient cell mass 
(microorganisms or animal cells) in appropriate state to inoculate 
the production fermenter. 
For further propagation, the cells are then transferred from the 
laboratory to seed-tanks which operate like full scale fermenters, 
but are designed not to produce the product, but for maximum cell 
culture growth. The final seed tank volume equals to 1 to 15 
percent of that of the full scale fermenter_ 

Preparation of the fermentation media 

The nutrients of the microorganisms must contain the necessary 
materials for the metabolism. Generally the main components are: 
carbohydrates, proteins, lipids and minerals. 
The preparation steps may consist of cleaning, washing the raw 
material (in most cases agricultural products, or by products, in 
some cases wastes) mechanical treatment in order to ensure the 
suitable particle size distribution, and sterilization by steam at 
120°C. 

Production 

Fermentation 
starts with sterilization of the fermenter, a vess~l equipped with 
mechanical stirrer, heater/cooler jacket, instruments, inlet/outlet 
pipe connections. Then the cell culture is charged f~om the seed 
tanks into the fermenter. Nutrients of the microorganisms are also 
fed into the fermenter. For both inputs sterilized pipes and valves 
are used. If the fermentation is aerobic (which it is most 
frequently) , the content of the vessel is aerated with sterile air 
or oxygen. Agitation may be carried out either by the aeration 
system or by mechanical stirrer usually equipped with baffles. 
Control of the process is carried out by monitoring i.a. dissolved 
oxygen and CO~ concentration, pH, temperature. 
Size of the fermenters vary widely from 1-2 liters to 10.000 m3

• 

Residence time may be in the range of 10 to 200 hours. 
A simplified scheme of a production fermenter can be seen in Fig.3. 
(Continuous fermentation in the pharmaceutical industry has 
recently been introduced in routine production of special, high 
value products such as monoclonal antibodies.) 

Crude product recovery 
At the end of the fermentation, the fermenter ''broth'' is usually 
filtered to separate solid biomass (mycelium) from the liquid 
phase. In most cases the product is in the filtrate. If not, it has 
to be gained fron the filtercake. 

Concentration, Pur.ifica ti on 
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disintegrating, milling (which their ancillary processes such as 
screening, sedimentation, drying) are the most cormnon procedures. 

Extraction 
may be carried out continuously, using specially designed 
equipment. One of them - dedicated for the extraction of alkaloids 
- is demonstrated in Fig. 6. 
In continuous extractors the direction of flow of the two media, -
the raw material and the solvent - may be parallel or counter 
current. Due to economy, counter current extractors are used 
widely. 
A continuous counter current extractor takes in fresh raw material 
and solvent at opposite ends and transports them in opposite 
directions, so the nearly saturated solvent is met with the fresh 
raw material and the nearly fully extracted raw material meets the 
fresh solvent before leaving the extractor, consequently the 
difference of concentration of the active ingredient between the 
two phases is always at maximum resulting in high efficiency. 
The solvent may be water, ethyl alcohol, some ketone, alkane, or a 
number cf other solvents. 
The active substance is leaving the equipment dissolved in the 
liquid phase. 
Extraction may also carrj ed out by batch operation, or semi 
continuously in multi stag~ (cascade of stirred} extractors. 

Concentration-purification 
A series of concentratior. and purification steps such as liquid­
liquid extractions, precipitation, filtration, sedimentation, 
distillation etc., may be required to isolate the desired product. 
Once the final product has re3ched the desired purity, it is 
recovered by processes such as crystallization, filtration, and 
drying. For heat sensitive products thin film evaporators, 
ultrafiltration, freeze-drying or recently extraction by 
ultracritical C02 are used to remove the solvent. 

Emission sources 

Solid wastes 
of natural product extraction include spent raw materials such as 
leaves, roots, animal tissues. The treatment of spent material is 
a major problem because of its bulk in relation to the quantities 
of product. Concerning landfill - the most usual, cheapest, however 
in some cases rather questionable method, as seen in other parts of 
the present study - some authorities set a limit of 3% by weight of 
the organic solvent content of wastes. Minimization of residual 
organic solvent content is of first priority. 
Alternative disposal method may be incineration whereby organic 
solvent-, and spent activated carbon content is a plus. 

Liquid wastes 
The extraction plants us11ally give rise to problems of control of 
liquid effluents very similar to those of synthesis plants. 
Extraction waste waters have typically low BOD, COD and TSS levels 
and a pH in the range of 6 to 8. 



Air emissions 
The use of volatile solvents need condensers, scrubbers and ad-, or 
absorbers. Examples will be given in Part III of this study. 
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The product can be obtained from the liquid phase and purified by 
a combination of various se;'aration processes. In most cases: 
solvent extraction, precipitation, ion exchange, adsorption, 
chromatography, ultrafiltration, centrifugal sedimentation. 
By solvent extraction, the aqueous filtrate is contacted with the 
suitable organic solvent, typically methylene chloride or butyl 
acetate, to transfer the product into the solvent phase. 
Downstream processes of the production of most commonly produced 
phannaceutical substances and product groups are summarized in 
Fig.4., and a process flow diagram of a typical fermentation plant 
may be seen in Fig 5. 

Emission sources 
The fermentation process usually generates large volumes of wastes 
such as the spent aqueous fermentation medium and solid cell 
debris. The aqueous medium is very impure, containing unconsumed 
raw materials (corn steep liquor, fish meal, molasses). Filtration 
processes result in large quantities of solids in form of spent 
filter cake which incudes the solid remains of the cells, filter 
aid (anorganic minerals), and also small amount of the final 
product. 

Solid wastes 
As raw materials of the fermentation are usually of natural origin 
(agricultural sources, such as corn steep liquor, fish meal, 
molasses), unconsumed raw materials are frequently utilized as 
additives to animal food. Residues of the final product in the 
myceliummay be useful, especially in case of vitamins, amino acids 
or pharmaceutical substances. 
If the utilization for animal feed is not possible, incineration 
may also be considered. Organic solvent content or spent active 
carbon prove to be useful. 
Solid wastes thus can be used to produce heat energy, but this can 
also be achieved through biogas generation as well. 
Anorganic filter aids are inert and incombustible, so landfill as 
ultima ratio may be taken into consideration, but only in case if 
the waste material meets environmental requirements. 
In all above cases solid wastes -due to their moisture content -
are sticky, which makes their manipulation difficult. 
The odor of biomasses has also be taken L1to consideration 
especially in the neighborhood of populated districts. 

Liquid wastes 
After product recovery, spent filtrate, spent solvent from 
extraction are discharged as waste liquids augmented by waste water 
from equipment cleaning and fermenter vent gas scrubbing. 
Waste waters from fermentation operations typically have high BOD, 
COD, and TSS levels with a pH range of 4 to 9: while those from 
solvent extraction have low BOD, COD, and TSS levels, with pH=6-8. 

Air emissions 
Volatile solvents used in product recovery operations may release 
vapors to air, so exhaust treatment is necessary. 



The usually large volume of the air flow, combined with low 
concentraticn ~alues make the recovery of organic solvents 
difficult. Practical methods and equipment will be shown in other 
parts of the present study. 

NATURAL PRODUCT EXTRACTION 

Natural product extraction is the production of pharma~eutical 
materials (be it [a mixture of] identified compounds, or 
traditional substances as ''essential oils'') from natural sources 
such as roots, leaves of plants; animal organs tissues. These 
pharmaceutical, which exhibit certain pharmacological properties, 
are in most case well known since centuries, however, the exact 
identification of their active ingredients is not always simple 
Separation and analysis of them need expertise and high level 
instrumentation. The effect of the drug is attributed to ''lead'' 
components (alkaloids, such as morphine, vincamine etc. ) or 
synergism of - in some cases unidentified - active substa1&ces. 
Anyhow, their therapeutic and preventive efficiency has been proved 
since generations and confirmed by up to date methods. 

One of the characteristics of natural product extraction is that 
the amount of finished product is small compared to the amount of 
raw mat~rial used. During each process step, the volwr.e of material 
being worked can greatly diminish to the point where final 
purification may occur on volumes less than one thousandth of the 
initial volume. Another characteristic is the various and irregular 
form of the raw material: 
fiber-like materials from various parts of plants; o~ formless, 
sticky consistence of animal organs. Handling of such material! is 
one of the most sophisticat- 1 problem of the process. 
Because of these properties of the materials, conventional batch-, 
or continuous processes and equipments used in other fields of the 
cherr~cal or pharmaceutical industry are not suitable for natural 
extraction processes. 

Typical steps of processes in an extraction plant are: 
- preparation 
- extraction 

concentration - purification 

Preparation 
Raw materials are generally easily degradable. Animal organs must 
be kept cool and need to be irmnediately processed, some herbs may 
be stored only in dried state, however, materials of natural origin 
tend to loose content of active substance with time. 
Storage of solvents and other auxiliary activities are similar to 
those already discuss~d in the section of synthesis plants. 

The first step in t~e ~rocess is to prepare the raw material for 
extraction. This step is determined by the purity and physical form 
of the incoming raw material. Cleaning, washing, drying and usually 
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disint~grating, milling (which their ancillary processes such as 
screening, sedimentation, drying) are the most cc.ll!tlon procedures. 

Extraction 
may be carried out continuously, using specially designed 
£quipment. One of them - dedicated for the extraction of alkaloids 
- is demonstrated in Fig. 6. 
In continuous extractors the direction of flow of the two media, -
th~ raw material and the solvent - may be parallel or counter 
current. Due to economy, counter current extractors are used 
widely. 
A continuous counter current extractor takes in fresh raw material 
and solvent at opposite ends and transports them in opposite 
directions, so the nearly saturated solvent is met with the fresh 
raw material and the nearly fully extracted raw material meets the 
fresh solvent before leaving the extractor, consequently the 
difference of concentration of the active ingredient between the 
two phases is always at maximum resulting in high efficiency. 
The solvent may be water, ethyl alcohol, some ketone, alkane, or a 
number of other solvents. 
The active substance is leaving the equipment dissolved in the 
liquid phase. 
Extraction may also carried out by batch operation, or semi 
continuously in multi stage (cascade of stirred) extractors. 

Concentration-purification 
A series of concentration and purification steps such as liquid­
liquid extractions, precipitation, filtration, sedimentation, 
distillation etc., may be required to isolate the desired product. 
Once the final product has reached the desired purity, it is 
recovered by processes such as crystallization, filtration, and 
drying. For heat sensitive products thin film evaporators, 
ultrafiltration, freeze-drying or recently extraction by 
ultracritical C02 are used to remove the solvent. 

Emission sources 

Solid vastes 
of natural Froduct extraction include spent raw materials such as 
leaves, roots, animal tissues. The treatment of spent material is 
a major problem because of its bulk in relation to the quantities 
of product. Concerning landfill - the most usual, cheapest, however 
in some cases rather questionable method, as seen in other parts of 
the present study - some authorities set a limit of 3% by weight of 
the organic solvent content of wastes. Minimization of residual 
organic solvent content is of first priority. 
Alternative disposal method may be incineration whereby organic 
solvenl·, and spent activated carbon content is a plus. 

Liquid wastes 
The extraction plants usually give rise to problems of control of 
liquid effluents very similar to those of synthesis plants. 
Extraction waste waters have typically low BOD, COD and TSS levels 
and a pH in the range of 6 to 8. 



Air emissions 
The use of volatile solvents need condensers, scrubbers and ad-, or 
absorbers. Examples will be qiven in Part III of this study. 



REDUCTION OF EMISSIONS 
COST EFFECTIVE POLLUTION CONTROL 

END OF PIPE WASTE TREATMENT 

Industrial pollution control in general 
pharmaceutical industry - traditionally 
essentially on an end-of-pipe basis. 

and also in the 
has been carried out 

Such end-of-pipe waste treatment is in most cases a destructive 
system, i.e. they provide no return for the company in terms of 
process efficiency. 

The size (and cost) of waste treatment equipment bears a direct 
relationship to the volume to be treated and also to the 
concentration of pollutant. 
For example most physical and chemical treatment (neutralizing, 
oxidation, reduction, flocculation, sedimentation etc) parameters 
and sizes of equipment are deter.Dined by hydraulic factors such as 
surface lcadinq rate and retention time; or bioloqical treatment is 
similarly depending on pollution load, such as COD (chemical oxygen 
demand) . 

It is evident therefore that the reduction of waste quantities have 
a siqnificant impact on the size and cost of an end-of-pipe system. 
Increased environmental pressure, on the other hand, require 
industry to meet tighter regulations which in increasing number of 
cases can not be met by conventional end-of-pipe solutions without 
seriously impacting the economical viability of the individual 
process. 
Accordinqly, new approaches have emerged in recent times, such as -

- source management defined as ''the development of full 
understanding of the nature of all waste streams, (liquid, 
gaseous, or solid) and the exact circumstances by which 
they are generated in order to eliminate or minimize 
pollution before it arises.'' 

- waste prevention and reduction posing the questions: 
how can the generation prevented, or the volume reduced, or 
the reuse, or recovery of the waste be realized. 

This progressive shift from waste treatment towards waste 
prevention has the following benefits: 

waste quantities are reduced 
- raw material consumption and therefore resp. costs are reduced 
- waste treatment costs are reduced 
- pollution potential is reduced 
- workinq conditions may be improved 

process efficiency can also be improved 



WASTE AUDIT 

In order to prevent, reduce waste qeneration or to consider recycle 
or reuse it the process itself is to be examined thorouqhly to 
identify the oriqins of wastes, the operational problems and those 
areas where improvements can be made. 

A waste audit is the startinq point therefore to approach problem 
identification and solvinq. 

A properly orqanized and executed waste audit enables to take a 
comprehensive look at the site or process to facilitate the 
understanding of material flows and focus the attention on areas 
where wa~~e reduction and cost saving is possible. 

Undertaking a waste audit involves observing, measuring, recording 
data, collecting and analyzing waste samples. To be effective it 
must be done methodically and with full management and operator 
support. 

A good waste audit 
- defines sources, quantities and type~ of waste being 

generated 
- collates information on unit operations, raw materials, 

products, water usage and was~es 
- highliqhts process inefficiencies and areas of poor 

management 
- helps set targets for waste reduction 
- increase knowledge of the process 
- helps to improve process efficiency 

The waste audit procedure can be applied on various scales. At 
plant level, wastes can be traced to particular processes allowing 
allocation of treatment charges where necessary; and at the process 
level the exact origins of wastes can be identified enabling waste 
reduction measures to be established. 

A waste audit approach leading to the implementation of a waste 
reduction action plan has been elaborated by UNDO/UNEP [29) is 
illustrated in the form of a flow diagram in Fig. 7. 
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COST EFFECTIIVE POLLUTION CONTROL 

Based on a properly executed waste audit the optimal solution ~an 
be selected in two steps, by integrated source control followed by 
optimized end-of-pipe waste treatment. 

Integrated source control 
embrace a nWDber of key technical , management and operational 
initiatives: 

- application of cleaner processes 
- enhanced housekeeping practices 
- water conservation, incl. reuse and recycle 

waste avoidance or minimization 
- materials recovery and,or reuse 
- disciplined monitoring of performance 

Needless to say is that the management of the company has 
definitive role: its initiative is a precondition of the success. 
This include awareness, conmitment, training at all levels of the 
hierarchy and also a management s~ructure that positively links 
production, pollution control and environmental management. 

Optimized end-of-pipe control 
Integrated source control in isolation is not sufficient to achieve 
the overall objective of cost effective pollution control or cost 
effecti~e environmental management. This requires detailed 
consideration of optimiz•.:?d end-of-pipe treatr,lEmt of wastes, raduced 
to minimum by integrated source control. 

Key technical issues concerning optimized end-of-pipe treatment 
could include provision of the following: 

- effective segregation of waste-water streams for optimized 
pre-treatment, energy recovery, etc. 

- effective flow and load pre-balancing 
- control systems to prevent the overdosing of reagents 
- upgrading of existing facilities 

Management and operational initiatives are the same as identified 
for integrated source control {i.e. commitment at all levels, better 
training to ensure efficient operation and performance monitoring 
of end-of-pipe systems) . 

An overall summary of the principal components of cost effective 
pollution control and benefits are illustrated in Fig.8. 



CASE STUDY I 
SOURCES OF EMISSIONS AT THE SYNTHESIS OF 

NALIDIXIC ACID 

Nalidixic acid is a generic P-ati-infective quinoline derivate, 
developed about 30 years ago (first publication: USP 3 149 104 
[Sterlig Drug; granted 15.09.1964; priority:03.01.1961]). 

There are various synthesis options for the synthesis, one of the 
most frequently used will be sunmarized. 

The aim of the present swrmary is not to give a description of 
the pro~ess for direct use for production, but to demonstrate the 
places where by products, waste are generated; identify the 
wastes and qive rec0It111.endation for their treatment. 

Consequently the process description does not contain know-how 
elements of the prod~ction. These can be obtained from process 
donors or from UNIDO. 

PROCESS DESCRIPTION 

Step I. Condensation of 2-amino-6-picoline (2-amino-6-
~thylpyridine)with diethyl~4lonate and trietoxy­
methane (ortho-formic-acid triethylester) at 110°C. 
Product: Intermediate I = PAMM {Picolylamino-methylene­
malonate) . 

Step II. Cyclisation of the open chain PAMM obtained in the 
first step in Diphyl {Diphenyl-ether) at 2S0°c, 
isolation of Intermediate II= Naphtiridinester 
(4-hydroxi-7-methyl-1,8-naphtiridine-carboxylicacid­
ethylester) . 

Step III. Intermediate II is ethyl&ted by triethylphosphate in 
petrolether at 70-80°c, hydrolysed at l00°c for 3-4 
hours, dissolved in water and acidified to obtain 
nalidixic acid. This is purified with activated carbon 
in acetic acid, concentrated, centrifuged and dried. 

The following description will contain: 

- Data on Nalidixic acid USP XXII 
- Flow charts 
- Flow sheets 
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~ALIDIXIC ACID USP xxn 

Molecular \Vcight: 232.23 

C12H12N203 

389-08-2 

Formula: 

CA-Number: 

Names: 

Indication: 

CA: I .8-Naphthyirdene-3-carboxylic acid. l-ethyl-1.4-dihydro-7-

methyl-4-oxo-

1NN: Na1idixic Acid 

Other names: l-ethyl- l .4-dihydro-7-methyl-4-oxo-1.8-naphtyridine-3-

carboxylic acid 

Anti-infective, quinolin-derivativc 
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NALID!XIC ACID 
FLOWCHART 
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NALIDIXIC ACID 
FLOWCHART 
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CASE STUDY II 

SOURCES OF EMISSIONS 
AT THE FERMENTATION OF PENICILLIN G 



SOURCES OF EMISSIONS 
AT THE FERMENTATION OF PENICILLIN G 

The present case study is relating to a total volume of 760 m3
• 

The volumes of the individual fermenters are 50 and 63 rn3
• 

Cycl~ of fermentation is 220 hours (10 days)_ 
The total amount of fermentation broth for harvest, taking into 
account the partial harvest over the latter period of the 
fermentation (when some broth is withdrawn to make room for the 
sugar and other feeds), is thus between 50 m3 and 65 m3 per day. 

In the fermentation sugar feed is stopped 12 hours before harvest 
and this will significantly reduce the unused dextrose in the 
medium. Typical levels of these materials at the end of the 
fermentation cycle might be 

sugar: 2,000-4,000 mq/l 
phenylacetic acid: 600-1,200 mq/l 
ammoniacal-Nitrogen: 200-700 mq/l 

At the end of the fermentation the mycelium (together with 
partial harvest) is killed with formaldehyde and flocculated with 
flocculating agent_ The mycelium is then removed by filtraticn 
using rotary drum filters without the use of precoat. The 
occasional partially lysed batch may require some precoat but 
this is a very rare occurrence. 
The recovery process is illustrated overleaf. 

Wastewater arise from: 

- spent broth 
- solvent extraction (butyl acetate recovery) 
- butanol distillation (azeotropic water-butanol mixture) 
- crystallization blow down 
- spent caustic from carbon rinsing 

Solid wastes comprise: 

- dewatered mycelial wastes at around 17% dry solids that 
are currently introduced back into the wastewater stream 

- waste activated carbon containing caustic soda residues 
and traces of butyl ace 3te, disposed to landfill 

A summary on the environmental profile of Penicillin G can be 
found overleaf. 



Broth: 153m3/day 
No Batches/day: 1 

RESOURCES 

Energy 

E'ec:ric 
'\',\h J)\ 

T>-i:::rmic 
G::i~d:.w 

..\1r 
H:i1° j;iy 1,032 

Raw ~later1als kg day 

Biosynthesis) sn.s13 

p ..... ~ . .,5c;··1g I 5 "6-l 
.1.,. ............. I. I ·'" 

S0!ven:s \ 8.~94 

t T''!.1~ ~I ~71 
L ' ' 

\ '.' :1h>r m.> d:iy --. --· --·--r----
o~;nkng 811 

I 
i~dustrial i 1 316 I . 

POLLUTION 

·-
Discharges to Water m3/day Emissions to Air 

Wa<;te water 

Washing water 

Total 

BIOSYNTHESIS FILTR,\llON 

517 Air+ micro-
organisms 

292 
Butyl acetate 

Butanol 

809 Acetone 

PROCESSES 

EXTRACTION 
CRYSTAL· 
LIZATION 

1,032 
Nml/day 

132kg/day 

201kg/day 

1,438kg/day 

f!ILTnATIOti 

OR YING 

REG[!tJEnA T ION 

SOLVENTS 

OTHER PROCESS CONSEQUENCES 

Recovered Solids kg/ciny 

Diluent 6,980 

Sper.ial Wuste Solids kg/day ., 
Waste for 
cremation I 9,332 

Liqu;c j I Energy I l 

Solid Disposals kg/dny 

Mycelium I 36,950 

Charcoal 

(s.u.-16.7%) 

1,086 
(s.u.-30%) 

Land Contamination 

I 

PRODUCTS 

Products 

Penicillin G I 4,000 MUl/dny 

12.5 721-'.r_rclnyi 



basin (12) . 

15. Chemical treatment I. 
The treatment is carried out in stirred tank by adding of proper 
quantities of Ca(OH)~ of any form (slaked lime, or lime water). 

16. Chemical treatment II. 
The second step is realized in a similar tank, also equipped with 
stirrer. The treatment is consisting of the addition of 

Al2 [(S0) 4 ] 3 • The treated wa~ water is then pumped into the final sedimenter 
mixed with properly selected flocculent (in most cases a 

polyelectrolyte) . 

17. Final sedimenter. 
After the final sedimentation the cleared waste water is leaving 
the system through a measuring (18) channel to the municipal 

sewage system. 
The sludge is pumped into the sludge thickener. 

18. Flow measuring channel 

19. Sludge thickener. 

20. Filter press. 
The thick sludge is fed into a filter press. The dewatered 
filtercake is partly fed back to the adsorption process (8) , the 
excess is transported for incineration. 

r -.- L 
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!. Process Description 

1. For Processing Soft Protein Waste to Fodder Meal 

Description of Advantages 

Chemical Works of Gedeon Richter Ltd. - busy since its 

existence, for over 80 years, with the utilization of 

wastes of animal provenience - have developed a new 

process and planned main equipment necessary for realizing 

the transformation cf slaughterhouse wastes into fodder 

meal. Based bn an abundance of analytical and "in vivo" 

resorption examinations of the products made by this 

process, it can be stressed that the quality of fodder 

meals produced by this equipment BY FAR EXCEEDS requirements 

of the Hungarian Standards for first class mixed meat meal 

of animal provenience and even those for the very best im­

ported fish meal. Based on the essential features of the 

process /SHORT-TIME, INTENSIVE, CONTINUOUS HEAT TRANSFER/, 

advantages arc given such as HIGH CONTENTS OF DIGESTIBLE 

PROTEIN AND USEFUL LYSIN I simultaneously with the REDUC'1'ION 

IN FATS AND BACTERIA. Our product ma~ be stored for an 

i~definite period, it is not objected to under the veteri­

nary aspects and represencs a protein fodder of excellent 

quality. 

Materials to be orocessed 

All kinds of soft internal waste arising during the process­
ing of dornestical animals, cuttings, confiscated animal or-

gans unproper for consumption and other processing, slaug­

hterhouse liquor residues, by-products arising during the 

manufacturing of edible fat, "red products" unsuitable for 

being put on the market, organ residues after extraction 

processes. 



Products 

• .. 

- Fodder meal containing at least 70 per cent of overall pro­
tein and min. 85 per cent of digestible matter, of a quality 

better L~an the highest standardized requirements 

- pharmaceutical basic material producea from hog intestines, 

- industrial fat, fodder fat 

Fig. J 

EhrichmEnt in protein 
ccntents 

Fe1erjetartalan dusuLls 

--• Basic naterial 
K.i.100ulasi anyag 

- Pnrll.lct 
Tenn& 

... ___ - Sense of 

prcx::essing 
Fe.l..001.gcds !ranya 

Incrr~sc in overall protein cont~nt~, decrease of fat 

cnnt('nt:; durinq proc<;.'.;:.;in'J, in~. of tct:alf~ dry m.:ittcr 
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Technological Description 

Fig. 2 Technological Flo1.7-Sheet For P~ocessins Soft 
Residues /See next page/ 

In order to prepare tl1e basic material, the resi<..h~~~ ari­

sing on different spots and at different times in the slaugh­

terhouses are collected by a pneumatic, pumping or. container 

system and stored, according to the capacity of the process­

ing line, in containers or silos. 

1 

I ' _ _J _________ .!__ 

------
' 

'v v' 

Fig. 3 Raw Material Collecting System 

The preparation of the raw material aims at establishing the 

"particle size" and water contents which are necessary for 

the process and indispensable for the values guaranteed in 

the description of the advantages. The c~t~ing operation is 

performed with an industrial meat nincer having a final screen 

dimension of 4 mm whereas the 2-15 per cent dry content of 

the diluted slurry is adjusted in an agitated tank. 
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---lf::t:lfl()lmll!!!-• 

Fig. 4 Raw Material Preparing Equipment 

The process forming the essence of the technolgy starts, in 

accordance with the slaughte~house capacity, and with the 

rate of forrr.ation of raw material, depending on the processing 

pressure in the systAm, with a speed-regulated fe~ding pump HYPRu 

/high-pressure/ or JABSCO /low-pressure/; this pump forwards the 

prepared mixture to the instant heater denaturating unit of 

direct heating. After being pre-heated to the suitable temperature 

/incase of low-pressure to - gs 0 c, in case of high-pressure 

to 145°c;, t:he material goes into a pipe coil where : the particle:; 

arc co agulatcd, and on the other hand the number of micro-organisms 

is reduced, during the some minutes of dwelling, to a level satis­

fyin<J the officia] prcscriptiors; L~ a continuous stcrilizinr; 
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process is bein9 performed. The pipe coil ends in an 

expansion valve, through which the material is forwarded to ~'e 

filtering unit. 

~7 

Fig. 5 Feeding, instant heater and St rilizing System 

In the zig-zo.9 filtering equipment, the dena:urated and co­

agul3ted particles are /in the steam atmospr2re, protected from 

reinfection/ continuously separated from the clear liquor and 

the melted fct, while they are driven towards the dryer. The 
separated liquid phase is forw~rded to the fat line • 
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Fig. 6 Filter Equipment 

The dryer is a horizontal double-wall agitated vessel heated 

by steam and hot-air-circulated, from which - depending on the 

output of the RDS systems - 15-300 kg per hour of fodder meal 

met the standard requirements are forwarded into the bag filling 

- ready-packing unit. 
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10 

77 

Fig. 7 Drying Unit 

In the systems of higher capacity /such as RDS 1000, RDS 1500/, 

the dried fodder protein comes into a collecting and feeding 

container under which the optical balance needed for exact 

weighing of sacks is installed. 

11c[J 
I J' 

JI 
t l 
J l 

1 1 72 
1 I 
1 J 
, 1 ___ u __ _ 

13 
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The auxiliary units for the RDS systems are: 

The suspension leaving the filter is fcrwarded into a con­

tinuously operating, three-phase separator where the melted 

fat is separated. The water phase leaving the separator is 

being used up in part or entirely for dLlution in the raw­

material preparing line while the protein sludge enters the 

dryer. 

F1<;. 'l 

i/~I 
___....._ll !i 

1 I 
, I 

~ 

21 
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In the higher-capacity systems /RDS 1000 and RDS 1500/, the 

air leaving the pn2umatically cleaned dust separator goes in­

to an economizer unit which pre-heats the fresh air entering 

the heat exchanger .'calori:er/ heated by steam or natural gas. 

t I 

"'t 
/ 

/ 

I 
/ 

1~ 

I / t:J / 

10 

' 

m 
\ 

Fig. 10 Air Technique 



1 ~ . 't:c!:::olo:_~ic 1 l):itn uf ::D~ :;:1st(~:.;:·> for ~.loft \ln!>te:J 

r~ n .·) 
• • ·,1 _:: :~ ~ :'. ._::: ~'"," I ~::. ~ ~'"3 

:.:J." - ·.::.··::::·:.:~. ,_\•lle,,ti.ng ~_;yst:e::1 

~·.,:::..-.:-.~~.:: \.:e:'i :!l 
:' 2 :-: 3 :' 3 7 i c :1 

...:,. _,_. = :: 0 ~~ 

:· "--.. e i :. ~ .. :· 
..:. ~r· 5 :: e ; .: 

-" ~ :........, ~u 

:.1incer 
suspension 
t 3.D~( 

Instant 
he.ater 

:ilte~ ~a~&cit)· in Denaturated 
::21:~er 

11 (h) 

:.1 i. n. 
(" I 1 • :> ' 1' 

15U kG/la 

1 . 3 
.. 1 

100-'/50 l/t·1 

1 ()(1 KL~/h 

: :':,· i. r.; .~ .-;11 i,;J .. :e n t c ap.::.c i ty 
i ., ·i "'. -.· ,. •. t'°'~' 1 r: i'·t- ... /\1 
...... ~ J. """' .l. ,} ... - v - J.. _.J \. ') ' 

;:;-o~'.'1L_e i'n:-ik of i3nc; I•'illin:_:/ 
:'~ee.i.,/ :;ackin~ ~):yste-1 

~ J ;; 2 ~ i t .. , o f l ' a t Li ~~ e -:1, I'' /j X 'Ll• 1 

t . .CO 

1:1:i.n. 
:: ,,.J 

) ::l' 

300 lc(.;/fl 

') . 13 
'- •I 

200-1)00 l/h 

300 k[.£/11 

30 lcc;/h 

8 l<s/1?:: 

.. ~.;...:. . 

1000 

. ,.. ? 
,;11.n. u rn 

1CCO k(.£/h 

'~ ;JI' 

G'?0-5000 l/h 

15e;o lcg/h 

100 kt;;/h 
-

2 in 3 

20 kg/11 

::t:;::c:i t.Y of :::cc1 iO:Ji::~r J~'ste .. 1 
/3()(J() kc3l/llx 15000 kcal/hx 35000 kcal/ll 

15CC1 

min. 
7. 

1(:? ,;j,., 

3000 kg/n 

8 1113 

2000-15000 l/h 

1500 kg/h --
2 50 kg/h -

2 m3 

60 kg/h 

-
80000 kcal/h 

--~~~--~~~~~~~~~--~~~~--~~~~-~~~~~--~~~~--~~~~~~~~~~· 

:.-: :ec:--.~L:cl r:ecessity doe~ not exist, deliv01·.>ed only upon ~pecial order. 

I ..... 
~...; 



- 13 -

2. Por Processing Blood to Produce Blood Meal 

Blood collected on the Slaughtering lines of Slaughter­

houses may be processed after removal of plasma or together 

with it, in the above described RDS system. The produced 

blood meal shows extraordinarily high contents of total 

and digestible protein, meeting at the same time the vete­

rinary aspects. As compared to the above, th~ process is 

simpler as the mincing and raw-material preparation line as 

well as the dilution are unnecessary and also the fat proc~s­

sing may also be omitted. 

Fig. 12 Blood Meal Processing. Technological Flow-Sheet 

/See next page/ 
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Fig. 13 Technological Data of RDS Systems for Processing Slood 

RDS •l 00 

::.:i.cr.incry Uni ts 

Raw-~aterial Collecting System 500 1 

Feeding and Instant heater 60-120 l/h 
System 

Filter Capacity in Denaturated 80 kg/h 
~-latter 

Drying Equipme;1 t Capacity in 
dry ~latter 

15 kg/h 

GOO lOOG 

1000 l 3000 l 

150-300 l/h 100-)0U l/h 

150 kg/h 500 kg/h 

30 kg/h 100 kg/h 

1500 

6000 1 

1000-2700 l/h 

1500 kg/h 

250 kg/h 

Economizer System Capacity 8000 kcal/h~ 15000 kcal/h~ 35000 kcal/h 80000 kcal/h 

~ Due to s~all size delivered only upon request. 
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3. For Processing Bony Wastes to Fodder Meal · 

A great part of Slaughterhouse wastes is arising as bony 

waste products, which may be processed by the technology 

described under 1, in case of an approppriate modification 

of the preparing lince, i.e., b~ substituting pre-crushing 

and hammer mills instead of the industrial mincers. Other­

wise, the process is quite identical to the pr0cessing of 

soft waste materials. The total and digestible protein con­

tents of the resulting product are lower than those of the 

purely soft wastes in the same proportion as bony waste is 

introduced but will ~at be lower than the value indicated 

for the start. The capacity of the RDS systems will be, in 

this case, between 20-500 kgs per hour. 

4. For Processing Fermentation Liquor Residues 

From the above said, the idea emerges by itself to extend 

the application of the system to the utilization of all 

sorts of protein-cortaining waste being denaturalized by 

heat to produce v~l.uable fodder meal and also for further 

processing of residues arising during different fermentation 

processes, ensuring at the same time those advantages which 

are given by t~e continuous process instead of the batch-wise 

ones. Siuce these raw-rnaterjal sources are the results of 

widely varying techniques, technological floW-sheets and 

data schemes similar to the above indicated ones can be 

presented only on the basis of previous experiments made 

for every single case. 
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II. Installation and Operation of iill~ 

Sy steins 

1 • i{equire::ien. ts for installaticn of the .::iystem 

According to their size, the fiDS syste~s ~ay be installed 

in two different layouts. The s~aller ~D3 syste~such as 

::ill3 400 anc RDS 600 allow a block-like layout, the system 

RDS 400 being evefr liable to be supplied and installed in 

a containerized layout. The various units of the tecr~~o­

logy are condensed into blocks in the following arrange-

:lent: 

3 

J 

::a':{-.ilaterial collector a.."ld preparation 

Quick instant heater and sterilizer 

Air tec:i.."lique and econo.Jizer unit 

~l~ctrical and instru~en~al regulating and 

control syste,u. 

~his layout allows the sicrple installation of the systess 

RD.3 4-GO and RD::i .-::,·;:-; i.:1 ·}:::..:~·:;:r:c . ;lr.rct';erhouses, or: one 

level a!'ld with relatively low inner height. 

~ · -~~~ __,-) ...• ,,"'_'_!~ 'D~ 10...,0 d. ._,D, 15CO rr·1e J::J:-' :;~f~ .:_j~'...; 1c.:.i ... ,. :_-,!.;..J_:_~l·.0 L\ ~ l,;' a!l i~ 0 ·', - 3:°.Ze 

of :::-ie ·1ac hine-u::i ts does not allo·.·1 ar1y :aore the i:lstalla­

tio:: i:1 blocks. '..iith such syste::is, there is a possibility 

:o <J.Cco-:ir:10d.ate 1;~e e1uip:1ent in independent steel st::-uctures 

0:1 d ifferen~ levels, :.ieeting tie tec:molo;;ical r-equire;;ients, 

•.:h8:':?CJS f.-.i:::.· ne'.-1 slau_;hte.!'.'l1ouse.s t~e :'.'.lecessc..ry la:;ot.:t re­

·1uire icnt:3 .1.1..;· be considered Glread;:/ in. the stat;e of pre-

"Darin,; the pro,jects. 

'.i.1il•:: ;:iro<i~Jc t be in;; classified, W1der the aspe...; t~ ul' in.-

f L: 1.::r!bil.Lt~/, as belonc;in~; to ~lass 11 0 11
, -c~e rec!ui:·e !ents 

;;~_~:;in:>t: t:v: in:iependent buildin6 .rnst ;.1eet the pre::;c:-::..p­

~i'.):1~ of r;'.w .I11n;_;ar.ian ....itandard 595 .i.'1d, under thi: l.'ir~::­

-r·i ::1r;i:F~ :1:;ncc'.::, to the decree.> of c'l':.i.~ '~/1')1u - .n.~~5-o>i 

.1i1i~.~ ir:•::.i:-i.,-~ t:1c :.;:Jn:it;:1ry pre;_;cription:> of t:11~ .lecree 
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3U:-: 2/1981 - II. 7. 'rhe social .:md. :.:;ervice establish:nents 

are governed hy the prescriptions of the decrees Hr. 12/.1980 

III.4- :tv~i and. Nr. 18/1')81 - VI.29 f:::J:·I. 

Required public utilities in connection with the in­

stallation: 

- water a..J.d sewage syste:as 

- stea.i and/or na~ural gas 

elec~ri~al e~e~gy 

- pneu-:latic auxiliary energy 




