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•

Kenya is the dominant economy in Eastern Africa. GDP reached USD 40 billion in
2012, a 10 percent increase over USD 35.8 billion in 2011. The economy has made
a fairly steady recovery since the global financial crisis of 2008; however, to achieve
its goals of becoming a globally competitive middle-income country by 2030, Kenya
will need substantial foreign direct investment (FDI) in order to achieve double digit
economic growth.

•

With the successful conclusion of Kenya’s first peaceful, democratic presidential,
senate and gubernatorial elections in April 2013, Kenya is poised to do just that.
Given its position as the economic, commercial, and logistical hub of East Africa,
private equity capital is now flowing into Kenya, and more U.S. companies are
investing in Kenya and setting up local and regional operations to take advantage of
Kenya’s strategic location, comprehensive air routes, and status as a regional
financial center.

•

U.S. companies are also taking advantage of Kenya's human resources. Kenya’s
population is estimated at 41 million with a large number of well-educated Englishspeaking, and multi-lingual professionals, and a strong entrepreneurial tradition. It is
also a very ‘young’ country with almost 70 percent of the population under the age of
35. However, given an unofficial estimate of 40 percent unemployment, 50 percent
of Kenya’s people still live below the poverty line, and the country's GDP per capita
is approximately USD 888. So companies that come in to Kenya to create jobs and
contribute to the local communities through corporate social responsibility programs
are most welcome.

•

That’s not to say that business in Kenya does not face its share of challenges. In,
2011 growth was somewhat slower than earlier projections of 5-6 percent growth,
due to high inflation, drought, and a weak shilling, which caused prices of imported
goods to skyrocket. However, Kenya achieved 4.6 percent growth in 2012, and an
optimistic Government of Kenya (GoK) is projecting six percent growth in 2013.

•

The average annual inflation rate fell in 2010 to 4.1 percent; Kenya adjusted its
methodology for calculating inflation rates to a geometric system in 2009, resulting in
a much lower, yet more accurate rate; however, high inflation reemerged in 2011
hitting a year-on-year high of 19.72 percent in November 2011 before falling slightly
to 18.93 percent in December 2011 resulting in an average inflation rate of 14
percent. However, inflation in 2012 fell to 9.4 percent.

•

Kenya’s key economic challenge is to increase its real GDP growth rate. Sustained,
significant economic growth is essential if Kenya is to address its high unemployment
rate (officially about 10.5 percent, unofficially in excess of 40 percent) and
widespread poverty. Achieving high growth, however, will depend on improved
economic governance and greater economic reform. The first general elections
under Kenya’s new constitution will usher in a new devolved governance system;
however, global economic reversals and continuing underemployment for Kenya’s
highly-educated youth, and potential tribal conflicts substantially increase political
risk.

•

According to the Kenya National Bureau of Statistics 2013 report, Kenya’s volume of
trade expanded by 4.4 percent in 2012. Although Kenya’s domestic exports fell by
one percent, re-export earnings increased by 35.7 percent. Imports grew by 5.7
percent mainly due to purchases of petroleum products, capital goods, food products
and chemical fertilizers, which accounted for 58.4 percent of the total import bill. In
2012 the balance of payments improved due to increased foreign exchange reserves
and IMF loans. Meanwhile, Kenya’s current account deficit grew from 34 billion
shillings to nearly 36 billion shillings.

•

Kenya continues to face challenges associated with corruption, unemployment, tribal
tensions, land titles, insecurity, and poverty. Additionally, in 2011, 3.75 million
Kenyans required emergency food aid and another 5 million were food insecure.
The U.S. Government’s Feed the Future Initiative utilizes innovation, research, and
development to improve agricultural productivity, link farmers to local and regional
markets, enhance nutrition, and build safety nets. These investments will increase
the supply of food where it is needed and help vulnerable people withstand price
shocks better.

•

The agricultural sector is the largest employer in Kenya, contributing 25.9% of GDP.
The country’s major exports are tea, coffee, cut flowers, and vegetables. Kenya is
the world’s leading exporter of black tea and one of Kenya’s top foreign exchange
earners. In 2010, favorable weather conditions and a stable foreign exchange rate
boosted production and export earnings to record levels as the best year
ever. Unfortunately, in 2011, as a result of a dry spell in the early part of the year,
both local tea production and exports fell by five percent to register 377 million
kilograms of local production and 421 million kilograms of exports. However, in 2012
good weather yielded bumper crops of wheat and maize, reducing Kenya’s
dependency on grain imports.

•

The tourism industry, one of the most successful in the world, continued to expand
until early 2008 when the growth was disrupted by the disputed presidential election.
The industry bounced back, however, and is now the third largest industry in Kenya
after agriculture and horticulture. In 2011 tourism grew by 32 percent over 2010,
earning the country revenues of Kshs 98 billion. 1.26 million tourists visited Kenya in
2011, -- representing a 15.4 percent increase over the 2010 visit numbers. Tourism
is a socio-economic driver, and one of the largest contributors to Kenya’s current
account. The United Kingdom led foreign passenger arrivals, followed by the United
States and Italy.

•

Kenya's financial and manufacturing industries, while relatively modest, are the most
sophisticated in Eastern Africa. While Kenya’s mineral resources are limited, it is a
potentially important source of high-value mineral commodities such as titanium, and
oil, where recent exploration off of the Indian Ocean coast began. In March 2012, oil
was discovered in Turkana by the British oil company Tullow. U.S. oil companies
have also entered the market with plans to begin exploration in late 2012/early 2013.

•

Kenya enjoys an extensive (if uneven) infrastructure. Nairobi is the undisputed
transportation hub of Eastern and Central Africa and the largest city between Cairo
and Johannesburg. The Port of Mombasa is the most important deep-water port in
the region, supplying the shipping needs of more than a dozen countries despite
stubborn deficiencies in equipment, inefficiency, and corruption. As a result of these
deficiencies, the Port of Mombasa has been earmarked for major expansion and rehabilitation. Additional opportunities in the infrastructure sector are outlined in
Chapter 4.

•

The peaceful and historic passage of a new constitution in late August 2010 instilled
hope in Kenya's future political and trading prospects. Unfortunately, the
implementation has been slow and problematic, mainly as a result of vested political
interests. That said the peaceful elections of April 2013 resulted in a new federal
administration with19 ministries instead of 34, 47 new county governors and county
governments –very similar to U.S. states that can compete on global capital markets
to attract new trade and investment. Kenya also now has two houses of parliament
(with the addition of a Senate), and is receiving increased attention from the
international investment, political and business communities. With Vision 2030, a 20
year development program in place, and partial implementation of a new political
reform agenda, Kenya is increasingly regarded as a stable place to invest and trade
with the rest of East Africa.

Market Challenges
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•

Kenya is not a low cost economy. In fact, the cost of skilled, educated labor is high
by developing world standards. A very large portion of the young population (i.e. 35
and under) is relatively unskilled, and subsists in an employment environment that
offers few opportunities. However, Kenya’s skilled, educated labor pool is relatively
abundant in comparison with neighboring countries. While Kenya’s physical
infrastructure is also superior in many cases to that of its neighbors, it remains
rudimentary and a key obstacle to economic development. Investment over the next
decade in roads, government efficiency, transparency and reliability, competition
regulation, and the judicial system will determine if Kenya gains or losses ground
when compared with its neighbors.

•

Despite the price sensitivity of consumers and companies, there is little price
competition in Kenya compared with many other fast-developing countries. This is
both an opportunity and a challenge for a new investor or trader. There is hope that
Kenya’s government will promote price competition to improve market efficiency;
however, there are concerns that this is not an immediate priority. Absent regulatory

action, it is very unlikely that competitors will choose to pursue additional market
share.
•

The government has been unable to provide a secure environment for businesses
and families, particularly in urban settings. Property crime and violence are major
concerns and have become another unavoidable cost of doing business for
companies in Kenya.

•

In 2012, Transparency International ranked Kenya 139 out of 174 countries, which is
a vast improvement over 2011, when Kenya ranked 154 of 183 countries surveyed.
Problems still exist, particularly in land purchases and large government contracts,
with relatively few problems company-to-company. Additionally, Kenya’s public
contracting law is not an effective tool to limit government officials from steering
contracts to those who offer bribes.

•

Legal recourse is slow and expensive. Popular wisdom supposes that government
decisions are often more closely related to the personal incentives affecting judges
and bureaucrats than the letter of the law. While there are many honorable and
honest judges and civil servants, on balance, there is considerable cynicism about
the objectivity of executive and judicial branch decisions. This is especially
damaging to companies who refuse to pay bribes.

•

Use of the police and courts by political leaders to abuse others’ rights is
unfortunately not uncommon in Kenya. Despite what the law says, a politician
(acting in his own interest or on behalf of a friend or business partner) can readily
deny others support from the police or recourse to the legal system. Foreigners in
Kenya should recognize that they have much less local political clout than virtually
any Kenyan citizen.

•

Whereas it is often possible in countries with strong rule of law, such as Germany or
the UK, to evaluate the reliability of a company based on audited financial
statements and official credit ratings, this is not true in the developing world. Several
US investors recently provided short-term debt to a Kenyan borrower based on an
“A” credit rating and several years’ solid financial statements. The borrower
nevertheless fled the country with almost $100 million, a small portion of which
belonged to the U.S. creditors. The US Commercial Section of the US Embassy in
Kenya (CS Kenya) can help US companies to lessen or avoid these through our
background check service known as an International Company Profile (ICP).

•

Widespread violations of intellectual property rights (IPR) for videos, music, software,
and consumer goods continue to cause major problems for some U.S. firms. The
uncontrolled entry of counterfeit and substandard goods has caused deaths and
injured consumers, and severely damaged the brand names, sales and viability of
many consumer packaged goods companies, both in Kenya and neighboring
countries. The American Chamber of Commerce (AmCham) in Kenya has a very
active IPR committee of rights holders, who are very engaged along with the U.S.
State Department in combating counterfeiting in Kenya.

•

Title to land is uncertain, reducing the borrowing capacity of families and businesses
and constraining Kenya’s ability to broaden its capital base. Land reform is a divisive

and emotional issue, complicated by tribal traditions, land sale scams by con artists,
and perceived historical injustices, which Kenya’s young democracy has so far been
unable to resolve.
•

In mid-June 2007, the government unexpectedly reduced the threshold for foreign
ownership of companies listed with the Nairobi Securities Exchange from 75 to 60
percent. Listed companies with foreign ownership above 60 percent constituted, as
of late November 2007, a market capitalization of KSh 268.9 billion (just over USD 4
billion) or a third of the total capitalization of KSh 804 billion (about USD 12.5 billion).

•

Shipment times from the U.S. average eight weeks, and customs irregularities are
not unusual. If market size warrants, U.S. firms should consider warehousing in
Kenya for prompt supply and customer service. Firms operating in Export
Processing Zones (EPZ) are provided a 10-year corporate tax holiday and a flat 25
percent tax for the next 10 years (the statutory corporate tax rate is 30 percent, but
the overall tax rate is 49.6 percent); a 10-year withholding tax holiday on dividend
remittance; duty and VAT exemption on all inputs except motor vehicles; 100 percent
investment deduction on capital expenditures for 20 years; stamp duty exemption;
exemption from various other laws; exception from pre-shipment inspection;
availability of on-site customs inspection; and work permits for senior expatriate staff.
The Export Promotion Programs Office, set up in 1992 under the Ministry of Finance,
administers the duty remission facility. Foreign investors are attracted to the EPZs
by their single licensing regime, tax incentives, and support services provided such
as power and water.

•

On September 29, 2005 the Kenya Bureau of Standards (KEBS) implemented a Preshipment Verification of Conformity to standards program (PVoC). This is a
conformity assessment and verification procedure applied to specific “Import
Regulated Products” from exporting countries to ensure their compliance with the
applicable Kenyan Technical Regulations and Mandatory Standards or approved
equivalents (international standards and national standards). In March 2009, KEBS
added the requirement for an import standards mark (ISM) on a broad range of
products. Compliance with these requirements in many cases has been problematic,
time-consuming, and expensive (see next item).

•

The Government of Kenya (GOK) now requires that all consignments of regulated
products entering Kenya must obtain a Certificate of Conformity (CoC) issued by one
of two firms appointed by KEBS to enact the PVoC program: SGS (Société Générale
de Surveillance S.A.) or Intertek. Exporting countries must now certify that goods
comply with Kenya Bureau of Standards requirements prior to shipment. The issued
certificate is a mandatory customs clearance document in Kenya; consignments of
regulated products arriving at Kenyan Customs Points of Entry without this document
will be subject to delays and possibly denial of admission into Kenya. In late
November 2007 KEBS announced it would waive the CoC requirement on bulk
agricultural commodities inspected and certified by USG inspection agencies such as
the U.S. Department of Agriculture Federal Grain Inspection Service (FGIS) and
Animal and Plant Health Inspection Service (APHIS).

Market Opportunities
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•

Despite the many challenges that Kenya presents, there are a good number of
opportunities locally and regionally. In fact, with the stabilization of the shilling,
trading between 83-85 Kenya shillings to the dollar, US exports increased 50.7% in
2012. Last year, Kenya imported aircraft and related equipment, fertilizer,
combustion engines and steam turbines.

•

Major opportunities for US firms in five major sectors: ICT, energy,
infrastructure/construction, agribusiness and medical. A few of these opportunities
are outlined below. Chapter 4 provides more extensive information on best
prospects for U.S. companies looking to do business in Kenya, and by extension
East Africa using Kenya as a hub or gateway.

•

In ICT, the computer and peripherals industry remains one of the fastest growing
business sectors in Kenya. Kenya imports 100% of its computers and peripherals.
American built computers are available and popular in the market with brands such
as Dell, HP and Apple being clearly visible.

•

On the mobile computing side, the GSM Association estimates that Kenya’s mobile
operators will collectively spend US$ 238.2 million in 2013 to expand their data
services in response to rising demands for affordable smart phones. According to
Business Monitor International (BMI), Kenya’s telecoms market is one of the most
dynamic and rapidly growing in Sub-Saharan Africa. It is a regional leader in terms of
value-added services, most notably Safaricom's M-PESA mobile banking service,
which is a global leader. The rapid expansion of leased international bandwidth has
proven to be an important catalyst for data consumption and the conventional mobile
market still holds growth potential with a penetration of 77.2 per cent in 2013. A
continued push by the Kenya Government to provide more of its services online has
contributed to demand-driven growth of the sector.

•

Energy presents major opportunities across various subsectors as the government
seeks to meet rising demand and fuel Kenya’s economic growth prospects.
Although installed power generation capacity is relatively small by first-world
standards, Kenya is the leading electricity generator in Eastern Africa; however,
access to electricity in Kenya is only about 25 percent, while electricity penetration in
rural Kenya stands at about 12%. Both the national generator, KenGen, and the
state-owned distributor, Kenya Power and Light Company (KPLC), are developing
plans to attract private capital to fund expansion.

•

One of the areas of particular opportunity for foreign suppliers includes renewable
energy such as wind and geothermal energy. The government is also focused on
developing the geothermal potential in the country with a 10-year US$2.6bn
geothermal exploration plan that will involve sinking 566 wells in the Rift Valley. To
tap the geothermal potential, GDC plans to purchase 12 drilling rigs for geothermal
resource exploration. Already, four rigs have been procured and GDC will obtain
funding to purchase the remaining rigs. GDC also has announced the invitation for
concessions of a 400MW geothermal site in Menengai. In addition to the
government initiatives, the U.S. firm Ormat, an IPP generating 48MW of geothermal
power, secured funding to expand its capacity to 100MW.

•

Construction and infrastructure development will also present new opportunities,
especially with the passage of the new public-private partnership (PPP) law which
will make government procurements more transparent and less risky. According to
report by Kenya National Bureau of Statistics (KNBS), the economy of Kenya grew
by 4.9 per cent in the first quarter of 2011 due to the improved productivity in the
construction industry, adding USD141.8 million (Kshs. 12.6 billion) to the country’s
GDP. This development was supported by the massive road infrastructure projects
and the high demand for decent housing due to rapidly expanding population.

•

According to industry analysts, increased government spending on major
infrastructure projects in the country and lending to the private sector for real estate
development boosted activity in the construction sector in 2012 and leading to an
expansion of 9.6% in real terms. Across the period 2013-2016, the sector is
anticipated to realize an average annual growth rate of 8.8%.

•

On the consumer side, opportunities exist for US franchises as the franchising
market in Kenya is steadily growing and evolving from single-unit owners to multiunit operators employing professional staff of field and unit managers. There are
several franchise companies in Kenya that cover almost every industry, from wellknown national brands to smaller and local opportunities but is most common in the
Hospitality industry. Other common franchising industries in Kenya include the
clothing industry and fuel industry. Franchise businesses seem to exhibit the pattern
of establishing franchising outlets within major shopping malls around the country.

•

Consumer Lifestyle Reports in Kenya have noted increased consumer expenditure,
on eating, drinking habits and shopping especially among the urban population, as
a result of growing disposable income. Kenya’s evolving lifestyle trends can be
seen in more shopping malls and recreational facilities coming up across Nairobi
and other leading Kenyan cities including: Eldoret, Kisumu, Mombasa, Nyeri,
Nakuru and Machakos. This is a key pointer to investors wishing to set up shop in
various locations in Kenya. (For more information on Franchising, see Chapter 3)

Market Entry Strategy
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•

A traditional entry strategy is to first appoint an agent or stocking distributor, and then
to enter and register as a US company after sales have grown sufficiently. Kenya is
one of the key logistical conduits into East Africa and a regional financial hub. Many
foreign companies operating here do business under their own name to manage
penetration into the larger, regional market.

•

Companies with strong Corporate Social Responsibility (CSR), education and
training programs will be warmly welcomed. Capacity building to create employment
is needed to support Kenya’s economic development goals and to reduce political
risk and instability.

•

Kenya enjoys relative advantages over many of its neighbors; however, commercial,
political and legal risks are important factors, which must be well managed. When
negotiating an agent or distributor agreement with a potential Kenyan partner, there
are many considerations to take into account. The U.S. Commercial Service in
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PROFILE
Population in 2011 (Millions): 41
Capital: Nairobi
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Kenya (CS Kenya) strongly recommends that U.S. firms analyze the short-term
incentives of a proposed agreement for the potential partner, and to assume that
recourse under Kenyan law is either impractical or extremely expensive. For
example, agreement on what law governs a contract, the timing of payments and
credit terms can form the foundation for negotiations on delivery quantities, price,
shared marketing expense or training. CS Kenya can also help US companies to
assess potential partners before signing any contracts with our background check
service known as the International Company Profile (ICP).
•

U.S. firms are encouraged to maintain close communication with distributors and
customers to exchange information and ideas on market trends, opportunities, and
strategies. The principles of customary business courtesy, especially delivering a
prompt response to requests for price quotations and orders, are a prerequisite for
exporting success. Friendship and mutual trust are highly valued. There is no
substitute for face-to-face contact, and the use of first names at an early stage of a
business relationship is acceptable. Kenyan buyers appreciate quality and service,
and will pay a premium if convinced of a product's overall superiority and the
reliability of customer service. U.S. exporters should allow for additional shipping
time to Kenya and ensure that Kenyan buyers are continuously updated on changes
in shipping schedules and routing. It is much better to quote a later delivery date that
can be guaranteed, versus an earlier one that is not.
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Chapter 2: Political and Economic Environment
For background information on the political and economic environment of the country,
please click on the link below to the U.S. Department of State Background Notes.
http://www.state.gov/r/pa/ei/bgn/2962.htm
Return to table of contents

Return to table of contents

Chapter 3: Selling U.S. Products and Services
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Using an Agent or Distributor
Establishing an Office
Franchising
Direct Marketing
Joint Ventures/Licensing
Selling to the Government
Distribution and Sales Channels
Selling Factors/Techniques
Electronic Commerce
Trade Promotion and Advertising
Pricing
Sales Service/Customer Support
Protecting Your Intellectual Property
Due Diligence
Local Professional Services
Web Resources

Using an Agent or Distributor

Return to top

Kenya has no laws or policies requiring the retention of a local agent or distributor by a
U.S. or other foreign company exporting to Kenya. However, generally speaking it is
highly advisable for a U.S. company to retain an agent or distributor, who is resident in
Kenya. If the product to be exported requires servicing, qualified service personnel and
a reasonable supply of spare parts must be provided. Failure to address the issue of
after-sales support and service is a major impediment to success in Kenya. To locate a
local agent, distributor, or partner, U.S. business representatives may contact the
nearest U.S. Department of Commerce Export Assistance Center (USEAC) and request
an International Partner Search (IPS) or a Gold Key Service (GKS). The Commercial
Service charges nominal fees for these services to cover our costs. A complete list of
USEACs may be found on www.export.gov. The Commercial Service U.S. Embassy in
Nairobi also provides extensive counseling services for U.S. businesses and their
partners and representatives free of charge. In addition ACCK-American Chamber Of
Commerce Kenya has also been formed to help major U.S foreign and local enterprises
do business in Kenya. However they have to support and abide by the policies of the
U.S Chamber of Commerce.
Establishing an Office
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To establish a legal presence in Kenya, U.S. firms may need to register with the Kenyan
Registrar of Companies as a foreign company rather than register a business or
incorporate in Kenya. Incorporation of a company in Kenya as a subsidiary of a U.S.
corporation, as opposed to the registration of a U.S. firm, is a more complicated and

more expensive process. Within 30 days of establishing a business in Kenya
Registration, companies must deliver the following items to the Registrar of Companies,
Companies Registry, Attorney General Chambers, in Nairobi:
(1)

A copy of the charter, statutes, Memorandum of Understanding, Articles of
Association, or other instrument constituting or defining the company and
certified as accurate by a Notary Public;

(2)

A list of the company directors and a secretary containing their full names,
physical or postal address, nationalities, business occupation, and directorships
(if any) of Kenyan companies;

(3)

A statement of all mortgages or charges (if any) accumulated by the company for
any property situated wholly or partly in Kenya;

(4)

The names and postal addresses of one or more people resident in Kenya
authorized to accept service of legal proceedings or notices on behalf of the
company;

(5)

The full physical and postal address of the company's head office or registered
office;

(6)

The physical and postal address of the company's place of business in Kenya.

(7)

Declaration of compliance: A commissioner of oath must sign this form on your
behalf.

(8)

Register with the Tax Department for the single taxpayer identification number
Online

The Registrar of Companies issues a "Certificate of Compliance" that certifies that the
requirements of the Kenyan Companies Act have been fulfilled. This allows the
company to obtain trading licenses from local authorities and the Ministry of Trade and
Industry.
The U.S. Commercial Service recommends that U.S. firms obtain the services of a local
attorney to undertake registration. Well-established Kenyan legal firms provide such
services for an average fee of USD 500 plus a Government of Kenya Stamp Duty that is
worth of 1% of share capital value. Interested U.S. firms may contact U.S. Commercial
Service Kenya for a list of reputable attorneys.
In the major urban centers of Nairobi, Mombasa and Kisumu, Kenya has wellestablished realtors specializing in all areas of real estate management. The U.S.
Commercial Service Kenya office assists in identifying realtors to recommend suitable
office space.

Franchising
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Although franchising is one of the fastest-growing commercial practices today,
historically it has not been a main commercial feature in Kenya. However, recently more
American franchises have begun to pop up in Nairobi and more are expected in the near
future. The franchise business model has been slow to take hold in Kenya because
local investors know little or nothing about its potential rewards, industry insiders say.
Given the establishment of 47 new counties in Kenya that mirror the U.S. confederation
of 50 states, investment prospects outside of Nairobi are likely to emerge in the coming
years.
To date, a dozen or so world-renowned firms such as Coca-Cola, KFC, Naked Pizza and
Yogofresh (which uses the Pink berry model) have successfully opened in Nairobi.
However, in October 2012 Jaguar Land Rover signed a franchise deal with RMA Group
after years of partnership with CMC motors. The result was CMC Motor’s suffering a
30% decline in its unit sales.
There are in fact many franchises actually operating and successfully running
businesses in Kenya in Kenya that cover almost every industry, from well-known
national brands to smaller and local opportunities. Franchising is most common in the
hospitality industry. Other common franchising industries in Kenya include the clothing
industry and fuel industry. Lately, franchise businesses are being established through
outlets in major shopping malls around the country.
A lot of franchises are informal - a good example being Simu Ya Jamii and Coca Cola
Kiosks. Farm Africa, by Bill & Melinda Gates launched a franchise in 2011 with Kenya for
medical of new vet nary stores, this program offers access to the financial services and
training in sustainable farming. These franchises have not been formalized, but are
owner-operated and are provided with a brand, a business method and some element of
support. To formalize a franchise system like Coca Cola, a company could go a step
further to make sure that the owner-operated kiosk is successful.
KPMG & Deloitte are also good examples of global brands that operate with local
partners, who are provided with the global brand, the business model and support from
KPMG global. Citibank and Holiday Inn, Intercontinental and some Hiltons are also in
that category. Key impediments to franchising include lack of support by the judicial
system in terms of Intellectual property protection and timely resolution of IPR cases.
The availability of local supply that meets required quality standards, frequent
infringement of the franchise agreement, and lack of commitment by the franchisees,
perceived lack of a “critical mass” customer base, and a lack of understanding of the
franchising concept in general also present challenges to introducing more U.S.
franchises to Kenya. Moreover, the distance between the United States and Kenya has
made franchise supervision and training difficult. Despite these challenges, increased
local inquiries about U.S. fast food and auto rental franchises clearly indicate that local
interest in franchising is growing.
Franchises in the food, restaurant and beverages industries are the most successful ranking them by growth, branch and demand. Kenyans are spending more time and
money eating out or ordering in especially during work hours and the fast food industry
has benefited greatly as a result.

Some of the popular food franchises in Kenya include: Wimpy, Debonairs, Pizza Inn,
and Steers. Franchising is also now beginning to take hold because investment in
services that meet basic needs is lucrative. For example, recently the American-backed
Wananchi group invested US$43m in acquiring the coffee and restaurant chain Java.
Leisure and recreational facilities are also a good investment decision. Franchising has
not yet taken off in banking and sports.
Requirements and Legal Framework
There are no specific franchise laws in Kenya; therefore, investors must rely heavily on
existing commercial laws and various applicable business laws, which include:
•
•
•

-Common Law
-Law of Contract Act 0f 2002(revised 2012)
-Copyright Act of 2011

•

The Trade Marks Act (Cap. 506) which makes specific provisions in
section 31 for the “recognition of license user agreements” and most
franchisors have exploited this legal avenue. The registered user
(licensee) would be the franchisee while the franchisor is actually the
legal owner or proprietor of the trade mark.
-Competition Act of 2010

•
•

-Intellectual Property Law
-Consumer Protection Act 2012

The primary hurdle involves formalizing remittance procedures for fees and royalties to
the franchisor or licensor. Legal forms of the business are governed by the Companies
Act of 2009.
Immigration laws and work permits governing foreign investors also apply. Additionally,
there are licensing requirements that are peculiar to particular businesses. It would
therefore be wise for the franchisor to protect his intellectual property by registering the
patent, trade mark or trade name or any other intellectual property of the franchise.
There are significant guarantees against expropriation of private property under the
Constitution of Kenya, which require due process along with full and adequate
compensation in the event of expropriation. The 1995 abolition of the Exchange Control
Act and the guarantees against expropriation except with due process and
compensation have encouraged many local and foreign investors as well as franchisors
to invest in the Kenyan market.
A Franchisor should first evaluate whether his/her business has a ready market in Kenya
and what the prospects of getting potential franchisees are. The market forces in Kenya
in relation to the franchisor’s products since these will determine the possibility of getting
willing franchisees. U.S. Franchisors seeking market entry in Kenya are strongly advised
to consult with the US Commercial Service at the US Embassy in Kenya (CS Kenya),
and to seek legal counsel from local attorneys and business associations such as The
Kenya National Chamber of Commerce.
The average startup investment in money and time for a franchise will depend on the
nature of the industry as franchising in some industries will require a higher upfront

investment capital and time while others may require less. The averages in some
selected industries in Kenya are as follows:
(i) In Food/Restaurant industry, the average start up cost is US$100,000;
(ii) In Accounting and Finance US$50,000;
(iii) In Advertising and Marketing US$10,000;
(iv) Business services franchise US$25,000;

Taxes
In the case of franchising, it is the franchisee that is using the property of the franchisor
in return for the royalty paid by the franchisee to the franchisor. Under Kenya tax law
and practice, the franchisee withholds and remits to the Kenya Revenue Authority the
tax on the royalty.
Taxation in the context of franchising might also arise in the context of the payment of
any royalties, management or professional fees, commissions, consultancy or agency
fees and contractual fees that arise under the franchising agreement.
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The franchisor needs to be aware of the corporate tax applicable to the foreign
companies which is 37.5 % of the taxable profit.
Basis
Resident and nonresident corporate entities are subject to tax on all income accruing in
or derived from Kenya.
Taxation of dividends
Dividends from a Kenyan company are not subject to additional tax other than what is
deducted at source (see "Withholding tax", below).
Attributable expenses are disallowed as deductions. Dividends from a foreign company
are not taxable in Kenya.
Capital gains
Capital gains are not taxable in Kenya (while there is capital gains legislation, it has
been suspended since 1985).
Losses
Business income, investment income (other than for financial institutions, for which
investment income is considered business income), rental income and income from
agriculture are assessed separately and losses only may be utilized against taxable
income from the same source. As from 12 June 2009, tax losses may be deducted in the
year in which they arise and the 4 following years of income (previously, an indefinite

carry forward was allowed). Losses may not be carried back and capital losses are not
deductible.
Foreign tax credit
Foreign taxes paid are treated as an allowable expense, except where a tax treaty
applies, in which case a tax credit is granted.
Tax Incentives
Kenya provides for a 100% investment deduction on hotels, as well as buildings and
machinery used in manufacturing. Manufacturing investment in buildings and machinery
situated within satellite towns adjoining Nairobi, Mombasa or Kisumu attract an
investment allowance of 150%. Enterprises in export Processing Zones enjoy a 10-year
tax holiday.
Withholding tax:
Dividends – No withholding tax is imposed if the recipient is a qualifying Kenyan
financial institution or the resident recipient company controls 12.5% or more of the
capital of the payer. Otherwise, the rate is 5% for dividends paid to residents of Kenya
and on listed shares for citizens of the East African Community, and 10% for other
nonresidents.
Interest – The general rate on interest paid to residents and nonresidents is 15%.
Royalties – Royalties paid to residents are subject to a 5% withholding tax; the rate is
20% for royalties paid to non-residents.
Branches of non-resident companies are taxable on all income derived from or accrued
in Kenya. In determining the profits of a permanent establishment in Kenya, the gains or
profits shall be ascertained without any deduction in respect of interest, royalties,
management or professional fees paid or purported to be paid by the permanent
establishment to the non-resident, and by disregarding any foreign exchange loss or
gain with respect to the net assets or liabilities purportedly established between the
permanent establishment in Kenya and the foreign head office or other offices of a nonresident person.
Other Issues
The introduction of the new county system of government will definitely boost the need
for foreign investments in Kenya as different counties strive for sustainability. This shall
subsequently oversee efforts by county governments to undertake regulatory reforms
that shall enhance their business environments in terms of making them friendly for
foreign investments.
Please be advised that the above information should be seen as a general guideline
only. We strongly recommend that U.S. franchisors seek professional council from tax
experts with in-depth knowledge of Kenya tax law. CS Kenya is happy to facilitate those
connections.
The U.S. Commercial Service Kenya has been working with the nascent Kenya
Franchise Association to help create awareness on franchising in Kenya.

Direct Marketing
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There is some penetration by direct marketers of personal care, home and cosmetics
products, but sales volumes in these categories by individual importers and trading
companies are larger. Some of the major companies that have had a success in these
are GNLD, Tianshi, and Oriflame just to mention a few. Direct marketing of U.S.
products in Kenya today is mostly limited to major-purchase items. This includes major
tender (bid) items and/or single sale items. For these items, CS Kenya prepares market
reports on both public government tenders and private trade leads, which are then
distributed through the U.S. Department of Commerce www.export.gov website.
Joint Ventures/Licensing
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Kenya allows for the establishment of public and private corporations, as well as joint
ventures and branches. Unlike franchising, joint ventures and licensing are common
features of the Kenyan business scene. CS Kenya frequently recommends joint
ventures or licensing as a practical arrangement for entering the Kenyan market,
because they combine local marketing expertise with U.S. design and manufacturing
experience. However, such arrangements should only be finalized through a local
attorney. Joint ventures and licensing arrangements are generally recognized and
protected by Kenyan commercial law. However, US companies operating in Kenya
emphasize that in the event of a contract disagreement, a negotiated settlement by the
parties is almost always preferable to seeking recourse in the judicial system. There is
also a board of arbitration to which commercial disputes can be referred.
With the exception of the insurance and telecommunications sectors, and certain
infrastructure and media companies, Kenya does not require that its nationals own a
percentage of a company. For insurance companies, citizens of Kenya, whether in
terms of paid-up share capital or voting rights, must hold at least one-third of the
controlling interest. In the telecommunications sector, Kenyan nationals must own at
least 40% equity. In other sectors, joint ventures are encouraged but are not mandatory.
The percentage of foreign equity need not be reduced over time.
Selling to the Government
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Kenya is not a signatory to the WTO Agreement on Government Procurement (GP)
though it was an observer in the GATT Agreement on Government Procurement;
however, in 2005 Kenya enacted the Public Procurement and Disposal Act, which
governs the way the government and state corporations acquire and dispose of assets,
supplies and services. The Act also establishes the Public Procurement Oversight
Authority, which entered into force on January 1, 2006 and was later amended in 2011.
The PPOA is responsible for facilitating and ensuring the implementation of an effective
and efficient public procurement and disposal system. It also ensures that at least 25%
of the annual procurement by public entities is allocated to youth in accordance with
such conditions that the Minister of Finance may prescribe to safeguard this provision
against possible abuse. The Minister of Finance appoints the Authority’s nine-member
Oversight Advisory Board.

The Public Procurement and Disposal Act were intended to make procurement more
transparent and accountable. It requires procurement agencies to carry out an annual
update of pre-qualified firms especially when dealing with restricted procurements such
as military tenders. The Act stipulates seven alternatives for procurement:
1)
2)
3)
4)
5)
6)
7)

Open Tendering
Restricted Tendering
Direct Procurement
Request for Proposals
Request for Quotations
Procedure for Low Value Procurements
Specially Permitted Procurement Procedure

The Act gives guidelines on when each of the options is applicable. In most cases, for
large budget items, open tendering is the standard practice as it is seen to be the most
transparent and least controversial process; however, it has been prone to abuse.
Tender documents will normally be sold by the tendering authority, and all specifications
must be covered in each bid. Skipping one or more of the stated requirements in a
tender document will usually result in disqualification with no room for an appeal;
however, media reports continually reveal various procurements that were questionable,
and are subject to investigation.
In the event of a grievance or perception by a bidder of unfair practices, the Act also
establishes the Public Procurement Complaints, Review and Appeals Board (PPCRAB)
that is responsible for receiving, reviewing and acting on complaints. Additionally, the Act
provides for penalties for violations of the law, with penalties for individuals of up to KShs
4 million (approximately USD300, 000) in fines, or imprisonment for 10 years, or both.
For corporations the fines are up to Kshs.10 million (USD 120,000). In addition to the
penalty under sub section (1) of the Public Procurements Oversight Authority, the officer
involved shall suffer disqualification from public office while the private individual shall be
debarred. The procurement legislation gives exclusive preferences to Kenyan citizens
where the funding is 100% from the Government of Kenya or a Kenyan body, and the
amounts are below a yet-to-be determined threshold. The law allows for restricted
tendering under certain conditions, such as when the complex or specialized nature of
the goods or services limits the competition to pre-qualified contractors. Restrictions can
also be imposed if the time and costs required to examine and evaluate a large number
of tenders would be disproportionate to the value of the tender.
It remains unclear how much transparency this legislation has been applied to tenders
for national security-related projects, which have been the subject of a number of highprofile corruption cases in recent years. Other reforms in public procurement have also
been put in place in recent years; for example, the government increased transparency
in bidding by removing from its tenders a clause that reads, “The government reserves
the right to accept or reject any bid and is not obliged to give any reasons for its
decisions.” The Central Tender Board now publishes its decisions and, if a bidder asks,
provides reasons for rejecting certain bids (although on occasion responses have been
halting or unsatisfactory).
Since implementation, however, it has become evident that the revised public
procurement process continues to provide government officials with ample tools to
frustrate oversight and direct contracts to favored vendors at will. Nominally competitive

government contracts appear to be assigned to winning bidders based on incentives
affecting government officials rather than the technical and financial merits of a given
proposal. The U.S. Embassy in Nairobi is aware of three relatively small contracts in the
last seven years where a U.S. company successfully won a competitive Kenya
government tender – although in January 2013, the U.S.-Israel company Ormat won a
geothermal tender with support from the Overseas Private Investment Corporation
(OPIC).
The World Bank, IMF, European Union, and other donors have conditioned some of their
official assistance programs, including direct budget support, on reform of public
procurement. The donor community is hopeful that the revised public procurement laws
will improve Kenya’s public procurement performance, which has been frequently
marred by flawed contracts, awards to noncompetitive firms, and awards to firms in
which government officials have a significant interest. Kenya’s relatively meager
conflict-of-interest regulations are rarely enforced.
U.S. companies bidding on government projects can have a U.S. Commercial
representative procure tender/bidding documents, attend or represent them at tender
opening ceremonies, and provide feedback on the process and any irregularities.
Additionally, U.S. Commercial Service Kenya can provide official advocacy support to
U.S. bidders that are competing for government contracts.

Distribution and Sales Channels
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Kenya requires both pre-shipment verification of conformity (PVOC) with Kenyan
standards in the country of origin prior to shipment, and since March 1, 2009 also
requires an import standards mark (ISM) In January 2013 a new law was effected which
has seen Kenya strengthen its control of foreign flagged ships calling at its ports to curb
the risk they pose to health, safety, or the environment. – see related discussion in
Chapter 5, Trade Regulations and Standards.
The requirements for PVoC include:
• Every consignment of imported goods which contains regulated products must be
accompanied by a Certificate of Conformity (CoC) issued by your local PVoC Country
Office prior to shipment.
•The PVoC Certificate is required to ensure smooth Customs clearance of shipments in
Kenya.
•The PVoC Certificate confirms that the products comply with the relevant Kenyan
technical regulations and approved standards.
•The authorities in Kenya may take random samples from imported consignments to
verify compliance. After random sampling then, it is tested and analyzed in accredited
laboratories to curb any problems.

• Additional details on the PVoC procedure and a list of Regulated Products currently
requiring PVoC certification are available at www.kenyapvoc.com.
Audit
On July 1, 2005, the Commissioner of Customs Services issued regulations applying
after expiry of the requirement for Pre-Shipment Inspection, which has been replaced by
a Pre-Shipment Verification of Conformity requirement. Specifically, the Commissioner
clarified that:
•
•
•
•
•

Import Declaration Forms (IDFs) shall continue to be processed under the same
procedures as before.
IDF applications will continue to be issued by the Customs Services Department
at the IDF offices located at Forodha House Nairobi, Customs House Mombasa,
and Customs House Kisumu.
Imported goods shall be subject to the usual customs clearance procedures.
Destination inspection, to include scanning, physical verification, and
examination shall be carried out by Customs at ports of importation before
release from customs control.
Importers are encouraged to declare and submit Forms C52 that reflects the true
and accurate value of imports.

The Kenya Bureau of Standards (KEBS) is responsible for quality inspection of imports
through the Pre-shipment Verification of Conformity (PVOC) assessment program.
Details on the requirements may be obtained from the KEBS website www.kebs.org. On
arrival in Kenya, imported goods are subjected to the usual Customs clearance
procedures. Scanning, physical verification and examination are carried out by Kenyan
Customs agents at ports of importation before release from Customs Control. However,
goods imported with IDFs issued by approved agencies are cleared using the Clean
Report of Findings (CCRF) or a certificate of value.
Custom officers examining import cargo are required to determine the actual quantities
and ascertain the truth and accuracy of the declared value for the goods being imported.
Where discrepancies are detected, the releasing officers collect extra revenue at the
point of examination. It should be noted that in cases of tariff under-valuation of goods,
officers are expected to raise Offense Reports and to penalize the importer on the spot
before releasing the goods as a deterrent measure.
Where there are serious doubts regarding declared value, officers are required to refer
import documents with a clear and lucid examination account of the verified goods for
further inquiry to Valuation Regional Offices. On APPEAL, the Regional Office can refer
the same to Valuation Headquarters. Documents submitted to the Valuation
Headquarters shall in all cases be accompanied by details of the findings of facts, the
importer’s objection, and the officer’s opinion or rationale for decision. The
headquarters, based on those referrals, is expected to intercede in the case to settle any
disputes and facilitate a quick release of the imported goods.
Evasion of these regulatory requirements by importers of both genuine and counterfeit
goods is not uncommon in Kenya.

Once goods have been cleared by Kenyan customs, the clearing and forwarding agent
undertakes transportation of the imported goods, either by road or rail, usually to the
buyer’s warehouse for storage. The buyer’s sales channels ensure that the imported
goods reach the retail shelves and local consumers. The distribution system, especially
at the retail level, consists of outlets that are small by U.S. standards. Wholesalers often
also act as retailers. They purchase goods from manufacturers and then distribute them
either directly or through retail outlets to end-users. End-users can be government
agencies or other private local organizations. Most buyers of imported perishable
consumer goods sell products directly to the large retail stores, such as the Uchumi,
Tuskys and Nakumatt supermarket chains.
Although the Kenyan market does not present unique marketing problems for U.S.
suppliers beyond those they face in many other Sub-Saharan nations, the long distance
from U.S. manufacturers usually requires that the local dealer or distributor stock higher
than normal levels to compensate for longer freight times. Price and compatible
technical specifications are usually the major considerations when deciding to purchase
goods. U.S. manufacturers and exporters are often best served by establishing a local
representative as the most realistic market penetration strategy for Kenya and the
region.
Kenya lacks a tradition of truly effective after-sales service and support, making these
major considerations when Kenyans purchase from international sources. Kenyan
dealers and retailers generally do a smaller volume of business than their U.S.
counterparts, so U.S. exporters should be prepared to export smaller quantities of
goods.
Local manufacturing by foreign firms has declined substantially over the last decade. A
U.S. electrical equipment manufacturer recently concluded that it is less expensive to
produce in the European Union than in Kenya. It is hoped that the passage of the new
Kenyan constitution and its effective implementation will help spur much needed investor
confidence in the Kenyan market. Many multinational firms use plants in Egypt and
South Africa to meet regional demand.
Selling Factors/Techniques
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Catalogs and product brochures serve as convenient starting points for both sellers and
end-users. The Kenyan market prefers visual representation for most products,
particularly technically detailed goods. Technical details are important in product
brochures as they may also serve as references for maintenance. Written materials
should supply both end-users and importers with up-to-date product information,
including prices and the latest technological developments. U.S. firms should, where
practical, use Kiswahili as a second language on flyers, with English as the primary (and
official) business language.
Today, Kenya virtually requires the use of cell phones for doing business and
telemarketing. Connections by fixed lines are not reliable and are usually of lesser
quality. Kenya’s mobile phone providers, Safaricom, Orange, YU mobile and Airtel, do

excellent business as mobile phones are affordable to most business persons both post
and pre-paid calling cards are also readily available for general users.
The electrical current in Kenya is 240 volts, 50 hertz (cycles per second). At times, the
voltage can vary from 200 to 265 volts; accordingly, surge protectors are highly
recommended. Single-item voltage regulators/stabilizers are readily available in Kenya,
but most are imported and are expensive (many people use them only for personal
computers). Electrical flickers, power surges, brownouts, and black outs of up to 2-4
hours are common in all parts of the country, including Nairobi, at any time.
Kenyan businesses strongly support the use of business cards when conducting
business transactions. They are customarily exchanged in the early stages of a
business encounter, such as when being introduced to a potential buyer through the
U.S. Commercial Service Gold Key Matchmaking Service.

Electronic Commerce
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The Kenyan government recognizes the important role that ecommerce can play in trade
development and poverty alleviation. At present, the use of e-commerce remains limited
for the most part to the airline hospitality, banking, and courier services sectors but of
late it is picking up as one can pay for tickets on airlines such Kenya Airways and Fly
540 via Mpesa (a mobile banking app) and also by credit card. Of the major network
applications most frequently used in B2B e-commerce – e-mail, the Internet, intranets,
and electronic data interchange (EDI) – e-mail and the Internet are the most commonly
used. Kenya was estimated to have over 24 million subscribers to the Internet as of Dec
2012. Since Kenyans now are buying mobile phones that are Internet enabled, Kenya
has earned a spot among the top ten countries in Africa for cell phone penetration.
Two undersea fiber optic cables (Sea com, TEAMS) landed in 2009 with the third
(EASSy) in mid-2010, dramatically improving available bandwidth and the speed of
Internet connections. A fourth Cable (LION2) is expected in mid 2012. Where
previously most companies used modem-based analogue network connections, digital
traffic has taken over to a great extent with wireless connections now available for
corporate and home users. Currently, the cumulative capacity offered is 8.56 terabytes
per second but with the fifth cable installation the bandwidth will double to more than 15
terabytes per second. The cost of Internet connectivity has fallen significantly at the
corporate level, but not as much for residential users. The quality of connection has
greatly improved in terms of speed, and stability. While low use of credit cards,
(estimated at less than 1% of the population in Kenya) previously impeded the
development of e-commerce, the evolution of mobile payment has breathed life into ecommerce. For example, corporate institutions, including utility companies, now receive
payments via mobile payment systems. Voice over Internet Protocol (VoIP) has also
grown due to the new availability of significant bandwidth. This has enabled mobile
service providers to provide call services to Europe, the U.S. and other destinations at
prices as low as 0.07US cents per minute.
While the cabinet approved a draft National ICT Policy recognizing the role of ecommerce in January 2006, it was not until January 2, 2009 that President Kibaki signed

into law the Kenya Communications (Amendment) Act of 2008, which is the country’s
boldest legislative intervention in the ICT industry in over a decade and represents
Kenya’s attempt to adopt the United Nation’s Model Law on Electronic Commerce of
1996. The highlights of the new law include: promotion of e-government and ecommerce by increasing public confidence in electronic transactions; legal recognition to
use electronic records and electronic (digital) signatures; imposition of new offenses with
respect cyber crimes involving electronic records and transactions and the use of
computing and telecommunications equipment; and clarification of legal uncertainties
about the admissibility of electronic records as evidence in court proceedings. However,
wills, negotiable instruments (e.g. promissory notes, banknotes and checks) and
documents of title are exempted from this new law. Subsequently, in September 2009,
the Communications Commission of Kenya published draft Kenya Communications
(Electronic Transactions) Regulations 2009 that propose ministerial regulations
governing electronic transactions (digital signatures and domain names registration).
E-sokoni is currently the main business-to-business trading hub in Eastern Africa, but
there are others entering the market such as N-Soko, Kalahari.net, Mamamike.com and
Dealfish that allow users to pay for goods online or via mobile transfer. It hosts over 200
suppliers. E-sokoni allows businesses to order non-production supplies such as
stationery, fuel, and vehicle spares through an electronic system securely accessible
over the Internet. Several leading local firms including British American Tobacco,
Unilever, Magadi Soda, and Homegrown are using E-sokoni for many of their
procurement needs.
Trade Promotion and Advertising
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The most widely used advertising media in Kenya are print, radio, and television. The
development and use of other media are limited and not considered particularly costeffective. Kenya has six main daily newspapers: Daily Nation, the Standard, the
People, Business Daily, the Star and Kenya Times; five weekly newspapers: People
Weekly, Sunday Times, Sunday Nation, Sunday Standard, and East African. There are
a number of monthly magazines such as The Executive, Market Intelligence, Marketing
Africa, Parents, Presence, Law Review, Health Digest, Construction Review, Real
Estate, Eve Magazine, the Farmers, and Computers in Africa.
The government-owned Kenya Broadcasting Corporation (KBC) operates both radio and
television stations on a subsidized commercial countrywide basis and airs from 5:00
a.m. to midnight. KBC, in a joint venture with South Africa’s MultiChoice, also operates
a 24-hour commercial satellite and cable television station targeting Nairobi’s up-market
viewers. KBC also operates Metro FM Radio, a music station.
The GOK has almost fully liberalized the licensing of radio and television stations.
Seven television and several radio broadcasting stations are privately owned, including:
Kenya Television Network (KTN) - run by The Standard Group Ltd., Nation Television &
Radio – run by the Nation Media Group, government owned - Kenya Broadcasting
Corporation (KBC) also running Metro FM, KBC English service, KBC idhaa and host of
other Vernacular language, Family TV & Radio (an American station featuring mainly
Christian programming), Citizen Television & Radio that also owns other 10 other media
houses, Kiss FM,classic 105 and X fm, Capital FM, East Africa Television & Radio – with
coverage also in Uganda and Tanzania to name a few. Television stations are all 24-

hour with considerable foreign television programming including CNN, BBC, News,
Aljazeera, and VOA.
There are at least 18 registered vernacular radio stations: Kameme FM, Coro FM, Inooro
FM, Mulembe FM, Musyi FM, Pwani FM, Bahari fm, Mbaitu fms, Muuga fm, Wi-Mwaro
fm,chamgei fm and Ramogi FM, Kass FM, and roughly a dozen other local vernacular
radio stations all targeted at rural listeners. There are four ethnic Asian-Indian stations
including East FM, Sound Asia, and Metro East FM; Iqra FM caters to the Muslim
community; and Baraka Radio, Waumini, and Sauti Ya Rehema serve the Christian
community. Cable Television Network (CTN), a pay-per-view television network, runs a
cable station aimed mainly at up-market, Nairobi-based, Asian clientele.
Many leading international advertising agencies including Ogilvy & Mather, McCann
Erickson, and Young & Rubicam have local offices or affiliates in Kenya. Although there
are no restrictions on importing ready-to-use advertising materials, U.S. firms should
consult closely with locally-based advertising firms to obtain leads on accepted
advertising norms and adapt material to fit local preferences and values, including
translation into target languages such as Kiswahili.
The U.S. Commercial Service assists individual firms in conducting solo exhibitions or
technical seminars on a reimbursable basis. The service that is recommended for this is
the Single Company Promotion.
The annual, six-day Nairobi International Trade Fair that takes place in
September/October is organized by the Agricultural Society of Kenya. It can be a
particularly useful venue to exhibit and promote agricultural machinery, equipment and
inputs; construction equipment; food processing and packaging equipment; and road
construction equipment. In 2004-2006, the U.S. Embassy facilitated award-winning U.S.
representation in the International Pavilion.
There also are a few specialized trade exhibitions organized annually in Nairobi covering
computers (www.aitecafrica.com), horticulture, medical, and telecommunications
equipment. U.S. firms marketing regionally should examine the possibility of
participating in regional trade fairs and in U.S. pavilions organized in other countries in
Eastern and Central Africa.
Pricing
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Although many U.S. firms prefer to quote prices FOB U.S. port, local custom is for price
quotations for Kenyan-destined goods to be on a CIF Mombasa or Nairobi basis (i.e.,
costs, insurance, and freight to the point of entry, i.e. Mombasa for sea freight and
Nairobi for air freight). Kenyan importers generally prefer CIF quotes in U.S. dollars as
they are familiar with customs charges, including taxes that are levied at the local
ports/airports and brokerage and handling charges.
Whether quotes are made FOB the United States or CIF Kenya, the exchange of title
may take place in either location. For example, a U.S. exporter may quote CIF Kenya
(including the cost of sea freight and insurance in the invoice), but pass title at the U.S.
port in exchange for payment at that time. This offers several benefits to the U.S. seller

the transaction takes place in the U.S. and under U.S. law, the U.S. Company cannot
find itself owner of merchandise stranded at the Kenyan port of entry, and the importer of
record is the Kenyan counterparty, who is always better positioned to manage local
customs formalities.
There are few price controls in Kenya. Pricing formulas will vary from one product to
another based on supply, demand, landed cost, margin expectations and competitive
alternatives. Street wisdom supposes that customary gross margin expectations are
between 15 and 30%, though others believe this to be true of expected net margin.
Landed product costs are arrived at by applying cost formula and the sum total of:
FOB costs, as per bill of lading
Net sea/airfreight charges
Insurance
Shipping agents fee
Port charges
Clearing and forwarding charges (generally up to 0.5% of FOB cost), and
Land transport costs

Sales Service/Customer Support
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U.S.-based manufacturers can be strongly disadvantaged in terms of freight time
compared to Chinese, Indian, and European competitors. U.S. firms exporting major
items and durable items to Kenya should fully train local staff and establish a strong
liaison with end-users for continuous equipment performance assessment.
Manufacturers, in conjunction with a local representative, should provide detailed
product information including set-up and operating instructions. Good local availability of
spare parts and strong, integrated back-up service is vital. Freight time should be
significantly reduced once direct flights between the U.S. and Kenya are launched.
Kenyan buyers increasingly demand strong after-sale service and customer support,
including warranties, especially for electronics items. Buyers increasingly demand
guarantees from retailers to ensure that products remain functional. After-sales repair,
technical service, and customer support is particularly crucial given Kenya’s challenging
physical infrastructure environment. Products in Kenya often suffer damage in transit,
from improper installation, and from power surges and fluctuations to a degree not
encountered in more developed economies.
Protecting Your Intellectual Property
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IPR Climate in Kenya
Kenya is a member of most major international and regional intellectual property
conventions. However, government enforcement of IPR continues to pose a serious
challenge to rights holders. Pirated and counterfeit products in Kenya, mostly imported
from South Asia and East Asia, present a major impediment to U.S. business interests in
the country. Industry estimates that piracy and counterfeiting of business software,

records, music, consumer goods, electronics such as mobile phones, DVD players etc,
and pharmaceuticals in Kenya costs firms over US$300 million in lost sales annually.
Kenya is among the world’s top software piracy markets, according to a Business
Software Alliance investigation.
Patents and Trademarks
Patent protections are enshrined in Kenya’s Trademarks Act, which established the
Kenya Industrial Property Institute (KIPI). KIPI considers applications for and grants
industrial property rights and privileges that are valid for ten years on a renewable basis.
The amendments to the Act -- designed to bring Kenya into conformity with the Madrid
Agreement and Protocol as well as the TRIPS Agreement -- were passed and came into
force in 2004. The Act provides the legal basis for protection of registered trade and
service marks and entitles foreign investors to national treatment and priority right
recognition for their patents’ and trademarks’ filing dates.
Copyrights
The Kenya Copyright Act was enacted in 2001 and subsequently led to the
establishment of the Kenya Copyright Board (KCB), which is charged with coordinating
all licensing and treaty activity, and has the authority to inspect, seize, and detain
suspect articles and to prosecute offenses. The KCB established an IPR enforcement
unit in October 2006. The KCB has minimal staff and has not, to date, effectively carried
out its mandate. The KCB is working jointly with Microsoft and has conducted raids on
several cyber cafes in Nairobi that were found to be using counterfeit Microsoft operating
software. A Kenyan media report estimated that eight of ten computers in Kenya use
pirated operating software.
Kenyan artists have formed organizations to raise awareness of intellectual property
rights and to lobby the government for better enforcement, but merchants still freely
peddle pirated versions of Kenyan and international works without fear of arrest or
prosecution. Pirated materials and counterfeit goods produced in other countries are
readily available in all major towns. These materials include pre-recorded audiocassette
tapes, DVDs, CDs, and consumer products; however, general public awareness of IPR
is limited. However over the past year the Kenya copyright Board has investigated over
120 raids and prosecuted 108 cases found guilty of selling and/or handling copyright
infringed CD/DVD materials.
Enforcement
Kenya is a member of most major international and regional intellectual property
conventions. However, government enforcement of IPR continues to be a serious
challenge. Pirated and counterfeit products in Kenya, mostly imported from Asia,
present a major impediment to U.S. business interests in the country. Electronic such as
Mobile phones, TVs and DVDs, imported drugs, shoes, textile products, office supplies,
tubes and tires, batteries, shoe polish, soaps, and detergents are the most commonly
counterfeited items.
A Kenyan media report from September 2009 estimates that Kenya loses between
US$600 and US$900 million of GDP from the sale of counterfeit goods. By November

2013, Kenya seemed to suffer from at least 1 million U.S dollars in lost sales and
government revenues due to counterfeit goods this led to the setting up of the Anti
Counterfeit Agency to enforce rules and discipline. According to a survey released by
the Kenya Association of Manufacturers (KAM) in late October 2008, piracy and
counterfeiting of business software, music, consumer goods, and pharmaceuticals in
Kenya cost firms about US$715 million in lost sales annually. KAM estimates the
government loses over US$270 million in potential taxes. The Pharmaceutical Society
of Kenya contends that over 50 percent of anti-malaria drugs sold in Kenya are
counterfeit. A random survey by the National Quality Control Laboratories and the
Pharmacy and Poisons Board concluded that 30 percent of all drugs in Kenya are
counterfeit. A Kenyan media report estimated that 8 out of 10 computers in Kenya
operate on pirated software.
The Kenya Copyright Board (KCB) is charged with coordinating all licensing and treaty
activity and has the authority to inspect, seize, and detain suspect articles and to
prosecute offenses. The KCB is severely understaffed with only three prosecutors and
five police officers detailed to the organization. The KCB is also hampered by their
inability to prosecute without the cooperation of the complainant which surprisingly is
usually not forthcoming. A new program that involves authenticity stickers for software,
music, and other media will allow prosecution without the complainant.
Kenyan artists have formed organizations to raise the awareness of intellectual property
rights and to lobby the government for better enforcement. Two of the most active
groups are the Music Copyright Society of Kenya and Kopiken. Of late organizations like
CIPIT work tirelessly to raise awareness on intellectual property rights. Kenya’s Music
Copyright Society claimed in early September 2008 that 90 percent of its potential
earnings were lost to piracy and urged the Kenya Revenue Authority (KRA) to require
authentication stickers on musicians’ releases. However, merchants still freely peddle
pirated versions of Kenyan and international works without fear of arrest or prosecution.
Pirated materials and counterfeit goods produced in other countries are readily available
in all major towns and cities. These materials include prerecorded audiocassette tapes,
digital video discs, compact discs, and consumer products.
The Anti-Counterfeit Bill of 2008 passed Parliament in December 2008. Long sought by
the business community, the bill provides for the creation of an Anti-Counterfeit Agency
(ACA) and strengthens the ability of law enforcement agencies to investigate and
prosecute manufacturers and distributors of counterfeit and pirated goods. However,
due to political infighting, the ACA has not been created. KAM continues its strenuous
efforts to increase government focus on the counterfeit and piracy issues which impacts
every legitimate manufacturer in Kenya. In response, local authorities working with
Hewlett Packard (HP) have seized more 140,000 illicit items at the Mombasa sea port in
Kenya which had fake security labels and counterfeit boxes coming from China in 2011.
At this time they have come up with authentication software for its printers.
Contacts
Copyright Offices
Office of the Attorney General (States Law Office)
Department of the Registrar-General
Address P.O. Box 40112 – 00100

Nairobi, Kenya
Tel: +254 20 222 7461/2/3/4/5/9/2251355
Fax: +254 20 315105
Email: info@ag.go.ke
Industrial Property Offices
Ministry of Trade and Industry
Kenya Industrial Property Institute (KIPI)
Kapiti Road; Nairobi South C
P.O. Box 51648 Nairobi
Tel: (254 20) 600-2210/11
Fax: 600-6312
Email: kipi@swiftkenya.com
Managing Director: Henry Mutai

Protecting Your Intellectual Property in Kenya:
Several general principles are important for effective management of intellectual
property (“IP”) rights in Kenya. First, it is important to have an overall strategy to protect
your IP. Second, IP is protected differently in Kenya than in the U.S. Third, rights must
be registered and enforced in Kenya, under local laws. Your U.S. trademark and patent
registrations will not protect you in Kenya. There is no such thing as an “international
copyright” that will automatically protect an author’s writings throughout the entire world.
Protection against unauthorized use in a particular country depends, basically, on the
national laws of that country. However, most countries offer copyright protection to
foreign works under certain conditions, which have been greatly simplified by
international copyright treaties and conventions.
Registration of patents and trademarks is on a first-in-time, first-in-right basis, so rights
holders should consider applying for trademark and patent protection even before selling
your products or services in the Kenyan market. It is vital that companies understand
that intellectual property is primarily a private right and that the U.S. government
generally cannot enforce rights for private individuals in Kenya. It is the responsibility of
the rights holders to register, protect, and enforce their rights where relevant, retaining
their own counsel and advisors. Companies may wish to seek advice from local
attorneys or IP consultants who are experts in Kenyan law. The U.S. Embassy in Kenya
maintains a list of local lawyers on its website
(http://nairobi.usembassy.gov/service/attorneys-in-kenya.html).
While the U.S. Government stands ready to assist, there is little we can do if the rights
holders have not taken these fundamental steps necessary to securing and enforcing
their IP in a timely fashion. Moreover, in many countries, rights holders who delay
enforcing their rights believing that the USG can provide a political resolution to a legal
problem may find that their rights have been eroded or abrogated due to legal doctrines
such as statutes of limitations, laches, estoppels, or unreasonable delay in prosecuting a
law suit. In no instance should the U.S. Government advice be seen as a substitute for
the obligation of a rights holder to promptly pursue its case.

It is always advisable to conduct due diligence on potential partners. Negotiate from the
position of your partner, and give your partner clear incentives to honor the contract. A
good partner is an important ally in protecting IP rights. Consider carefully, however,
whether to permit your partner to register your IP rights on your behalf. Doing so may
create a risk that your partner will list themselves as the IP owner, and fail to transfer the
rights to the original rights holder if the partnership is dissolved. Keep an eye on your
cost structure and reduce the margins (and the incentive) to would-be bad actors.
Projects and sales in Kenya require constant attention. Work with legal counsel familiar
with Kenyan laws to create a solid contract that includes non-compete clauses, and
confidentiality/non-disclosure provisions.
It is also recommended that small and medium-sized companies understand the
importance of working together with trade associations and organizations to support
efforts to protect IP and stop counterfeiting. There are a number of these organizations,
both in Kenya or U.S.-based. These include:
•
•
•
•
•
•
•
•

The U.S. Chamber of Commerce and local American Chambers of Commerce
National Association of Manufacturers (NAM)
International Intellectual Property Alliance (IIPA)
International Trademark Association (INTA)
The Coalition Against Counterfeiting and Piracy
International Anti-Counterfeiting Coalition (IACC)
Pharmaceutical Research and Manufacturers of America (PhRMA)
Biotechnology Industry Organization (BIO)

IP Resources
A wealth of information on protecting IP is freely available to U.S. rights holders. Some
excellent resources for companies regarding intellectual property include the following:
•

For information about patent, trademark, or copyright issues -- including
enforcement issues in the US and other countries -- call the STOP! Hotline: 1866-999-HALT or register at www.StopFakes.gov.

•

For more information about registering trademarks and patents (both in the U.S.
as well as in foreign countries), contact the US Patent and Trademark Office
(USPTO) at: 1-800-786-9199.

•

For more information about registering for copyright protection in the US, contact
the US Copyright Office at: 1-202-707-5959.

•

For more information about how to evaluate, protect, and enforce intellectual
property rights and how these rights may be important for businesses, a free
online training program is available at www.stopfakes.gov.

•

For US small and medium-size companies, the Department of Commerce offers
a "SME IP Advisory Program" available through the American Bar Association

that provides one hour of free IP legal advice for companies with concerns in
Brazil, China, Egypt, India, Russia, and . For details and to register, visit:
http://www.abanet.org/intlaw/intlproj/iprprogram_consultation.html
•

For information on obtaining and enforcing intellectual property rights and
market-specific IP Toolkits visit: www.StopFakes.gov This site is linked to the
USPTO website for registering trademarks and patents (both in the U.S. as well
as in foreign countries), the U.S. Customs & Border Protection website to record
registered trademarks and copyrighted works (to assist customs in blocking
imports of IP-infringing products) and allows you to register for Webinars on
protecting IP.

•

The U.S. Commerce Department has positioned IP attachés in key markets
around the world. The current IP attaché at U.S. Embassy Kenya is:
Mr. Alex Hall
Economics Officer
U.S. Embassy Nairobi
Tel: +254 (20) 363-6000
Email: hallaf@state.gov

Due Diligence
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The U.S Commercial Service can assist U.S. companies or their partners with
researching the bona fides, credit worthiness, and business history of companies based
in Eastern Africa. From a simple email verification request on the existence or
reputation of locally based companies to the more comprehensive and detailed
International Company Profile (ICP) service, CS Nairobi can provide U.S. firms with
information from a variety of sources as they decide whether a proposed agent,
distributor, buyer, or joint venture partner is a good business counterparty.
CS Nairobi’s ICP due diligence process involves an assessment of a local company’s
registration, analysis of corporate history, corporate structure, company background,
executive information, financial profiles, banking and auditing information, operating
situation, staff size, range of products, facilities, profiles of subsidiaries and affiliates,
current challenges, market capabilities, and more. For more information on this service,
contact Office.Nairobi@trade.gov
Local Professional Services
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The Kenyan legal system is based on British law. Although not substantially different
from the U.S. legal system, Kenyan legal practices and procedures can be different
enough to require the services of either a Kenya-based attorney or an attorney licensed
to practice within the British Commonwealth. U.S. firms should seek the services of
such attorneys whenever legal services are required. Even minor contravention of
Kenyan legal practices and procedures, including using the services of a nonCommonwealth attorney, can result in serious repercussions such as company de-

registration and nullification of legal agreements, contracts, charges, etc. Particular
attention should be made to visa and immigrant issues, as expatriates can be legally
liable for administrative mistakes made by Kenyan officials. U.S. firms are also advised
to seek clarification of all legal terminology, as legal terms in Kenyan English may mean
something different in American English. A listing of attorneys is available on CS
Nairobi’s www.buyusa.gov/kenya website. Similar listings of other professional
organizations will soon be available on the same website, under “Business Service
Providers.”

Web Resources
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Aitec Africa- aitecafrica.com
CS Nairobi- www.buyusa.gov/kenya
Daily Nation- www.nationaudio.com
East African Standard- www.eastandard.net
Gold Key Service- www.export.gov/salesandmarketing/gold_key.asp
International Company Profile - www.export.gov/salesandmarketing/ICP.asp
International Partner Search- www.export.gov/salesandmarketing/IPS.asp
Kenya Broadcasting Corporation- www.kbc.co.ke
Kenya Times- www.kentimes.com
Multichoice - www.multichoice.co.za
Single Company Profile - www.export.gov/comm_svc/single_co_promo.html
Sky News- www.sky.com
U.S. Department of Commerce- www.export.gov
Voice of America- www.voa.com
www.ustr.gov
www.kebs.org
www.intertek.com
www.kas.de
www.cck.go.ke
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Chapter 4: Leading Sectors for U.S. Export and Investment
Commercial Sectors
•
•
•
•
•
•
•

Construction Equipment (CON)
Aircraft and Aircraft Parts (AIR)
Telecommunications Equipment (TEL)
Computers and Peripherals (CPT)
Medical Equipment (MED)
Electrical Power Systems (ELP)
Agricultural Chemicals (ELP)

Agricultural Sectors
•

Agricultural Sectors

(Construction Equipment (CON)
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Overview

Total Market Size
Total Local Production
Total Exports
Total Imports
Imports from the U.S.
Exchange Rate: 1 USD

2011

2012

341.73
0
0
341.73
34.89
88.87

359.32
0
0
359.32
40.65
84.52

Unit: US Millions
2013
2014
(estimated) (estimated)
380.00
400.00
0
0
0
0
380.00
400.00
47.00
54.00
83.20
83.00

NB: All figures in millions of USD with exception of exchange rate in Kenya shillings (Kshs)
Applicable HS Codes : 8425, 842810, 842833, 842839, 842890, 8429, 843041, 843049, 843050,
843069, 8431

Total Market Size = (Total Local Production + Total Imports) – (Total Exports)
Data Sources:
Total Market Size: Kenya National Bureau of Statistics (KNBS)
Total Local Production: N/A
Total Exports: N/A
Total Imports: KNBS
Imports from U.S.: KNBS
Exchange Rate: Central Bank of Kenya
According to report by Kenya National Bureau of Statistics (KNBS), the economy of
Kenya grew by 4.9 per cent in the first quarter of 2011 due to the improved productivity
in the construction industry, adding USD141.8 million (Kshs. 12.6 billion) to the country’s
GDP. This development was supported by the massive road infrastructure projects and
the high demand for decent housing due to rapidly expanding population. The
construction boom was also reflected in cement consumption which rose to 779.3 million
tons up from 667.1 million tons consumed in 2010.
According to industry analysts, increased government spending on major infrastructure
projects in the country and lending to the private sector for real estate development
boosted activity in the construction sector in 2012 and leading to an expansion of 9.6%
in real terms. Across the period 2013-2016, the sector is anticipated to realize an
average annual growth rate of 8.8%. Improved domestic economic conditions are
expected to bring inflation lower, thanks to tighter monetary policy by the Central Bank of
Kenya, but the high cost of building materials and bank credit is, to an extent, still
constraining demand for new developments. Generally, the GOK’s development plans
are in line with its national economic blueprint “Vision 2030” that will see significant
improvements to roads, railways, seaports and airports over the next 20 years.

Infrastructure development has been identified in Vision 2030 as the key growth factor in
attracting investment and reducing the cost of doing business.
The construction industry in Kenya is driven primarily by two key infrastructure sectors:
transportation and housing. Following the election of a new Kenyan government in
March 2013, and a reduction in the number of Ministries from 34 to 18, in line with the
requirements of the new constitution, the new Ministry of Transport and Infrastructure is
responsible for policy initiatives and actions with respect to roads, aviation, seaports and
rail development. Consequently, the latter will house key government agencies like the
Kenya National Highways Authority, Kenya Rural Roads Authority, Kenya Urban Roads
Authority, the Kenya Roads Board, and all the government agencies that were under the
now abolished Ministry of Roads. On the other hand, the new Ministry of Lands,
Housing and Urban Development will among other mandates facilitate access to
affordable and decent housing for Kenyan citizens.
The country’s existing road network is comprised of 61,936 kilometers of classified roads
and 98,950 kilometers of unclassified roads. A total of 5,681 kilometers of this road
network has been identified under Vision 2030 for various interventions including
rehabilitation, dualing, resealing and tarmacking. Kenya also has four international
airports: Jomo Kenyatta, Moi, Eldoret and Kisumu; four local airports: Wilson, Malindi,
Lamu and Lokichoggio in addition to another 150 airstrips that are managed by the
Kenya Airports Authority (KAA), the government agency mandated to administer, control
and manage aerodromes in the country. The majority of these airports are also
earmarked for expansion, with some projects already underway like the recent
upgrading of Isiolo to International standards. Kenya’s sole seaport in Mombasa has
several harbors. The major one, called Kilindini, was dredged to a depth of minus 15.0
meters in the inner channel, with a width of 300 meters in the narrowest point to
accommodate larger post-Panama vessels. The turning basin was also dredged to a
depth of minus 15.0 meters and widened to 500 meters. The Kenya Ports Authority
(KPA) is the government agency mandated to maintain, operate, improve and regulate
scheduled seaports along Kenya’s coastline. Kenya’s total rail network has 2,778
kilometers of narrow (meter) gauge, and is managed by the Kenya Railways
Corporation, a state corporation mandated to provide rail and inland waterways
transport.
With reference to housing, an indisputably large housing deficit exists in Kenya. When
urban slum dwellings are taken into account, the GOK’s estimated housing shortfall is
between 400,000 to over one million. Further estimates indicate that a minimum of
300,000 new units are required to meet annual demand against a supply of only 40,000
units. The National Housing Corporation (NHC), the government agency charged with
providing affordable housing is unable to satisfy this ballooning demand due to lack of
adequate financial support from the government to undertake the development of low
and middle-income housing projects. However, another impediment to the growth of the
housing market in Kenya is the lack of a modern building code that meets international
standards and adopts the use of new building technologies from the traditional brick and
mortar. Consequently, with new initiatives afoot led by the former Ministry of Housing
and Kenya’s private sector to develop a new building code, the NHC is investing in a
pre-fabrication panel production factory with a capacity to produce at least 3000
expanded polystyrene panels for new low cost housing. In addition, several U.S.
exporters have made preliminary but extensive investigations into providing various
technological solutions for low cost, high-quality public and private housing. The market

in Kenya is eager for low-cost, rapid construction technologies, techniques, and
materials that also provide sturdy and secure structures.
Despite significant activity in the construction industry, housing needs remain unfulfilled.
Much of the recent home construction has targeted middle-upper to upper class buyers.
Prices of new homes for these buyers range from Kshs. 9.5 million (US$114,500) to 15
million (US$180,300) for apartments, and Kshs. 11.5 million (US$138,221) to 100 million
(US$1.2 million) for maisonettes and town houses. The majority of these residential
units have been constructed in already well-serviced areas. With current interest rates
ranging between 17-25 percent, mortgages are difficult to afford for the majority of
middle to lower income earners. In addition, deposit and transaction costs can add an
additional 16 percent to the total upfront cost. These required costs include a four
percent Stamp Duty, a one percent bank fee, a one percent legal fee, and a ten percent
deposit to the banking entity.
While showing growth in 2011 through 2012, the market share of U.S. construction
products is relatively small in comparison to Chinese products that are primarily used in
large, ongoing road construction projects funded and implemented with considerable
support from the Chinese government. Over 90 percent of the heavy equipment in use
for these projects is imported from China, therefore taking the lion’s share of heavy
equipment imports.

Sub-Sector Best Prospects
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Best prospects for U.S. exporters include the supply of new and used construction
equipment (light and heavy earth-moving equipment, loaders, crawlers, tippers,
excavators, compactors, graders, and quarry mining equipment), low-cost road
maintenance options, and low cost housing construction technology and know-how. It is
important to note that Kenya uses right-hand drive vehicles, so machines with controls in
the center are better sellers. Additionally, waste water management treatment units will
also be required as more residential units are constructed in areas where sewer and
piped water services are not yet provided.
Opportunities
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Kenya’s Vision 2030 identifies the private sector as key towards developing much
needed flagship infrastructure projects. However, the GoK estimates a funding gap of
approximately US$44 billion is required to address Kenya’s infrastructure requirements
over the next five to eight years. To help overcome this financing gap, Kenya launched
in January 2013 an attractive public-private partnership (PPP) framework through the
passage of PPP legislation in December 2012 that provides government bodies with the
legal capacity to enter into PPP contracts, increases certainty and investor confidence,
reduces negative impacts on risk profiles of PPP projects and provides a clear approval
process for PPPs among others.
The government hopes that with the implementation of this law, the scope of PPPs will
cover economic infrastructure including power generation, ports, airports, railway, roads,

water supply, irrigation, among others; as well as social infrastructure which includes
housing, medical facilities, prisons, education facilities, solid waste management
facilities among others.
A variety of public and private sector projects are available for private investment.
Various types of PPPs are available and include management contracts, leases,
concessions, BOT (Build, Operate, and Transfer) or BOOT (Build, Own, Operate, and
Transfer), ROT (Rehabilitate-Operate-Transfer) among other arrangements approved by
the government.
Major Vision 2030 flagship planned/ongoing infrastructure projects include:
(1) The Lamu Port-Southern Sudan-Ethiopia Transport (LAPSSET) Corridor Project –
estimated to cost US$22 billion for the development of a multi-modal second transport
corridor. The project was launched in March 2012 by President Kibaki of Kenya, Salva
Kiir of South Sudan and the late Ethiopian Prime Minister, Meles Zenawi with the
construction of Lamu Port at an estimated cost of US$5.3 billion spreading over 700
acres of land. The port will serve as the maritime entry point of the LAPSSET Corridor,
which will include 2300 kilometers of high capacity standard gauge railway networks
between Nairobi-Moyale-Addis Ababa, Rongai-Lodwar-Juba, and Lamu-LokichoggioJuba; additionally the corridor will also have an expansive road network, oil pipeline and
fiber optic cable connections with South Sudan and Ethiopia. The site will also be home
to a new international airport. A new 450 kilometer high voltage transmission line linking
Mombasa to Nairobi will have the capacity to handle 1,500MW of electricity, equal to
Kenya's currently installed capacity. The power line will allow electricity generated on the
coast around Mombasa to be transported to Nairobi to feed the capital's electricity
consumption. With a new 300MW coal power plant planned to be built around Mombasa
it is hoped that the power line will help distribute this new electricity further up country.
In April 2013, the GoK announced the setting up of a government agency, the LAPSSET
Development Authority that will manage the project on behalf of the government.
Currently, the headquarters for the Port of Lamu are 80% complete with the
commissioning anticipated for June 2013.

(2) Jomo Kenyatta International Airport Greenfield Terminal Project – the construction of
the Greenfield Terminal at the Jomo Kenyatta International Airport is set to start in
November 2013 after the Kenyan Government secured US$653 million in February
2013. This new hub terminal project has a design capacity of 20 million passengers per
annum, a floor area of 172,000 square meters, 50 international and 10 domestic checkin positions, 32 contact and 8 remote gates, as well as an associated apron with 45
stands and linking taxiways. The Greenfield Terminal is scheduled for completion in
2017.

(3) Konza Technology City – also dubbed “Africa’s Silicon Savannah”, the Konza
Technology City is a US$7.0 billion greenfield project that was launched by President
Kibaki in January 2013 at a 5000 acre site at Konza, 60 kilometers south of Nairobi. This
public-private partnership 20-year phased development will contain a Business Process
Outsourcing/Information Technology Enabled Services (BPO/ITES) Park that will take up
23% of the planned 6 million square meters of the site and contain world class
infrastructure and technology to facilitate and cluster research, education and business.
The BPO/ITES Park will be part of a larger mixed urban development providing state-ofthe-art residential and working environment. A new town will be created around the
BPO Park providing residential options and city amenities including hospitals, schools, a
university and science park, hotels, parks, city government buildings, and host a
proposed Nairobi International Financial Center that will be modeled along other global
financial hubs in London, New York, Dubai, and Johannesburg.

(4) Commuter Rail Services for Nairobi, Mombasa and Kisumu – that seeks to develop
through modernization and expansion of the existing meter gauge rail network in the
three cities estimated at 100 kilometers at a cost of US$125 million. This project is
underway after President Kibaki officially commissioned the Nairobi Commuter Rail
service from the new Syokimau Railway Station to the Central Business District of
Nairobi in November 2012. The Nairobi Commuter Rail project consists of construction
of new railway stations as well as expansion and renovation of the Nairobi Railway
Station. The Syokimau Railway Station is 95% complete and procurement has begun for
the remaining new railway stations. In addition, detailed designs for construction of the 6
kilometer-long branch that extends from Embakasi to the Jomo Kenyatta International
Airport are complete.
(i) Nairobi Commuter Rail Project

(ii) Phase 1 of Coast Region Commuter Rail Project

(iii) Lake Region Commuter Rail Project:

(5) High Capacity Standard Gauge Railway Network from Mombasa-Kampala – a 1300
kilometer standard gauge railway network within the Northern Corridor that is estimated
to cost US$ 5.8 billion.

(6) Several Port Projects at the Port of Mombasa including:
(i) Development of a 3000 acre Free Port at Dongo Kundu at an estimated cost of US$
3.75 billion through a PPP.
(ii) Construction of a New Modern Container Terminal as Phase 1 of the Mombasa Port
Development Project at an estimated cost of US$250 million through Japanese and
Kenyan government funding. After a successful dredging campaign by Dutch contractor
Van Oord, the port is now in the process of a huge expansion drive to both increase
cargo handling capacity and accommodate Panamax and post-Panamax vessels. The
Van Oord campaign widened the Likoni Channel to 300m and the turning basin to 600m,
allowing vessels of up to 300m-long to access the port. The Japan Port Consultants
designed 100 HA terminal handles 450,000 TEUs. The second phase of the project
started immediately after groundbreaking by President Kibaki in December 2012. The
US$327 million terminal is expected to increase Mombasa’s container handling capacity
from the current 771,000 to 1.2 million containers, and help reduce the clogging that has
forced some port users to move to Dar es Salaam. The terminal will be ready by 2016.
(iii) Conversion of conventional cargo berths 11-14 into container berths at the cost of
US$62.5 million through a PPP.
(iv) Relocation of the Kipevu Oil Terminal at an estimated cost of US$50 million through
Kenyan government funding and a PPP.

(v) Development of a LPG facility at an estimated cost of US$50 million through Kenyan
government funding and a PPP.
(vi) Construction of berth 19 to reduce ship turnaround time at an estimated cost of
US$66.7 million through Kenyan government funding. Contract was awarded to China
Road and Bridge Corporation and works commenced on March 1, 2011 and will take 2
years to complete.
(vii) Construction of a container freight station at Mariakani at an estimated cost of
US$37.5 million through a PPP.
(viii) Construction of Dongo Kundu by-pass at an estimated cost of US$50 million
through Kenyan government funding and a PPP.
For U.S. companies looking to construct housing units, it is important to establish and
confirm title of the land well in advance of any financial commitments. Large projects
tend to fail when transfers of land ownership are poorly coordinated.
An example of a major private-sector housing development project is the 2500 acre Tatu
City, a US$ 5 billion residential complex modeled as a dynamic mixed-use city that will
be home to 62,000 residents and 23,000 day visitors in Kiambu County. The first phase
of this 11-phase project begun in March 2012 and will include construction of shopping
malls, hotels, offices and roads on a 168 acre piece of land.
Regionally, should Southern Sudan continue to modernize and become more open to
U.S. investment, the number of construction/infrastructure project tenders is expected to
increase significantly. Note that economic investment in Southern Sudan requires
logistical bases of operation in Kenya rather than in Northern Sudan.

Web Resources
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Kenya Roads Board- www.kroadsboard.go.ke
Kenya Institute of Public Policy and Research Analysis- www.kippra.org
Ministry of Public Works- www.publicworks.go.ke
National Housing Corporation- www.nhckenya.co.ke
Business Monitor international-www.businessmonitor.com
Government of Kenya-www.statehousekenya.go.ke
Vision 2030- www.vision2030.go.ke
Ministry of Transport-www.transport.go.ke

Ministry of Housing- www.housing.go.ke
Ministry of Roads- www.roads.go.ke
Kenya Ports Authority- www.kpa.co.ke
Kenya Railways Corporation- www.krc.co.ke
Jomo Kenyatta International Airport- www.kenyaairports.co.ke
Konza City- www.konzacity.co.ke
Tatu City- www.tatucity.com

Aircraft and Aircraft Parts (AIR)
Return to top

Overview

Total Market Size
Total Local Production
Total Exports
Total Imports
Imports from the U.S.
Exchange Rate: 1 USD

2011

2012

393.72
0
0
393.72
77.79
88.87

629.10
0
0
629.10
169.22
84.52

Unit: USD Millions
2013
2014
(estimated) (estimated)
480.00
580.00
0
0
0
0
480.00
580.00
100.00
140.00
83.20
83.00

NB: All figures in millions of USD with exception of exchange rate in Kenya shillings (Kshs)
Applicable HS Codes: 401130; 840710; 840910; 840991; 840999; 8411; 8802; 8803; 880510;
901480; 940110

Total Market Size = (Total Local Production + Total Imports) – (Total Exports)
Data Sources:
Total Market Size: Kenya National Bureau of Statistics (KNBS)
Total Local Production: N/A
Total Exports: N/A
Total Imports: KNBS
Imports from U.S.: KNBS
Exchange Rate: Central Bank of Kenya
Kenya has no domestic production of aircraft or aircraft parts. According to the Kenya
Civil Aviation Authority (KCAA), the aviation industry regulator, there are over 900
registered aircraft in Kenya.
The key drivers for the aircraft and aircraft parts industry in Kenya are tourism and a
growing cargo business. Kenya’s tourism sector in 2011 saw visitor arrivals increase by
15 % to 1.265 million and earn the country much needed revenues of Kshs. 98 billion
(US$1.1 billion). In 2012, the tourist arrivals grew by 4.7% contributing to a 5.3%
increase in tourist revenue to US$1.16 billion. The major commercial airlines in Kenya
including Kenya Airways and Fly540 as well as small aircraft operators, particularly
those in the charter service sector, are aggressively modernizing and growing their fleets
to meet growing demand, especially for regional tourism.
With respect to air cargo, according to the Kenya Civil Aviation Authority (KCAA), Jomo
Kenyatta International Airport (JKIA) in Nairobi overtook Cairo, Johannesburg and Lagos
as the leading cargo handling airport for African exports by lifting over 300,000 tons of
horticultural produce as outbound cargo in 2011. According to industry players in the
cargo industry, horticulture, whose export volumes are growing by 35 percent annually,
and surging imports of telecommunications equipment are ensuring full cargo loads for
airlines on both outbound and inbound flights respectively. To cash in on this attractive

cargo business segment, Kenya Airways acquired a Boeing 747-400F cargo aircraft in
February 2012. In April, 2013, the airline received its first fully owned cargo aircraft to tap
into the growing cargo freighting business in Africa. This second freighter jet, a Boeing
B737-300, has a cargo capacity of 20 metric tons and is the first of four passenger
aircraft owned by the airline which were identified for conversion into freighters in
October 2012 to strengthen its cargo business. The converted freighter will serve
Eastern, Central and Southern Africa with planned destinations including Juba, Luanda,
Bangui, Douala, Yaoundé, Kigali, Entebbe, Dar-es-Salaam, Kinshasa and Bujumbura,
among other destinations.
The importation of aircraft and aircraft parts from the United States increased by 117.5
percent from US$77.79 million in 2011 to US$169.22 million as a result of stability of the
Kenya Shilling against the U.S. Dollar and the purchase/leasing of light aircraft and
helicopters in 2012 to support election campaigns. Military acquisitions within the period
to combat Al-Shabaab militia threats from Somalia also contributed to an increase of
U.S. exports in this category.
U.S. firms are encouraged to maintain their marketing presence, since it can take many
years before a purchase contract is signed for big-ticket items.
Sub-Sector Best Prospects

Return to top

Direct investments and joint ventures in aircraft parts, maintenance, and equipment for
the domestic and regional markets include medium and heavy aircraft assembly,
fabrication of components, parts and sub-assemblies for aircraft communications,
navigation and surveillance equipment. Aircraft, aircraft spare parts, and jet fuel imports
are duty free. Nairobi's Wilson Airport is the busiest general aviation airport in Africa and
also serves as the regional small aircraft maintenance center.
Opportunities

Return to top

Of the over 900 Kenyan aircraft officially registered with the KCAA, only about 50
percent have valid airworthiness certificates. Out of these, over 85 percent were
classified as small aircraft (those with a certified maximum take-off weight of less than
9,000 kilograms). The remainder is large aircraft (with a certified maximum take-off
weight exceeding 9,000 kilograms). In the small aircraft category, popular aircraft types
such as Cessna, Piper, and Beechcraft dominate the category with over a 70 percent
market share. Large aircraft are dominated by Boeing, de Havilland Canada (DHC 5Dash 8 series) and Fokkers. Kenya presents a major replacement market for general
aviation aircraft: over 400 aircraft have expired certificates of airworthiness and an
additional, significant group have valid certificates for aircraft that are more than 25
years old. The oldest registered aircraft with a valid airworthiness certificate is between
56 and 60 years old. Additionally, the 2008 implementation of regulations by the KCAA
banning the use of Russian-made Antonov and Illushin aircraft, often used by cargo
freighting operators, presents an ongoing opportunity for replacement aircraft sales.
The private national carrier Kenya Airways has purchased numerous Boeing 737, 767,
and 777 aircraft in recent years as part of a US$ 400 million fleet modernization program
and expansion from the current 37 to 107. In March 2006, Kenya Airways concluded a
contract for the purchase of multiple 777 aircrafts and state-of-the-art 787 “Dreamliner”

aircrafts. However, as a result of delays in commercialization of the Dreamliner program
and the execution of a settlement package between Kenya Airways and Boeing, Kenya
Airways will receive its first of nine Dreamliners in the first quarter of 2014. Kenya
Airways is widely regarded as one of the most successful and profitable airlines in Africa
and its continued success will require support and maintenance across the board.
The many airports that Kenya Airways services that were strongly in need of
modernization and sourcing of advanced equipment and services like the Moi
International Airport in Mombasa, Eldoret International Airport, Kisumu International
Airport and Isiolo International Airport among other military and civil aviation airports like
the Laikipia and the Garrissa airbases have already been upgraded by the government
of Kenya through the Kenya Aviation Authority (KAA) in an ambitious plan in line with the
Country’s economic development Vision 2030 blueprint.
In fact Kenya’s largest airport Jomo Kenyatta International Airport has already begun
and completed phase one of a three-phase expansion project. This is the first expansion
at the JKIA since 1978. The new airport terminal will be able to handle 20 million in
Kenya over the next several years for smaller civil aircraft, passengers a year. The
Kenya Airports Authority (KAA) estimates that by 2030 roughly 38 million passengers will
pass through JKIA annually. Strong demand is expected general and recreational
aviation, service, and parts – particularly in the face of strong marketing by South African
firms.
In October 2006, Kenya became the twelfth country to ratify the Cape Town Convention
and Aircraft Protocol, designed to facilitate asset based financing and leasing of high
value mobile equipment. With the ongoing expansion of the Jomo Kenyatta International
Airport in Nairobi to accommodate increased flight movements, it is reasonable to expect
that as tourist and business visitor numbers increase, so will the demand for additional
aircraft and aircraft spare parts.
Web Resources
Kenya Airports Authority - www.kenyaairports.co.ke
Kenya Airways - www.kenya-airways.com
Kenya Civil Aviation Authority - www.kcaa.or.ke
Ministry of Transport and Communication - www.transport.go.ke
Aero Club of East Africa – www.aeroclubea.net
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Telecommunications Equipment (TEL)
Return to top

Overview

Total Market Size
Total Local Production
Total Exports
Total Imports
Imports from the U.S.
Exchange Rate: 1 USD

2011

2012

549.20
0
0
549.20
11.40
88.87

638.30
0
0
638.30
29.90
84.52

Unit: US Millions
2013
2014
(estimated) (estimated)
730.00
820.00
0
0
0
0
730.00
820.00
48.00
65.00
83.20
83.00

NB: All figures in millions of USD with exception of exchange rate in Kenya shillings (Kshs)
Applicable HS Codes: 8517, 8525, 8527, 8528 and 8529

Total Market Size = (Total Local Production + Total Imports) – (Total Exports)
Data Sources:
Total Market Size: Kenya National Bureau of Statistics (KNBS)
Total Local Production: N/A
Total Exports: N/A
Total Imports: KNBS
Imports from U.S.: KNBS
Exchange Rate: Central Bank of Kenya
The GSM Association estimates that Kenya’s mobile operators will collectively spend
US$ 238.2 million in 2013 to expand their data services in response to rising demands
for affordable smartphones. According to Business Monitor International (BMI), Kenya’s
telecoms market is one of the most dynamic and rapidly growing in Sub-Saharan Africa.
It is a regional leader in terms of value-added services, most notably Safaricom's MPESA mobile banking service, which is a global leader. The rapid expansion of leased
international bandwidth has proven to be an important catalyst for data consumption and
the conventional mobile market still holds growth potential with a penetration of 77.2 per
cent in 2013.
A continued push by the Kenya Government to provide more of its services online has
contributed to demand-driven growth of the sector. Since 2010, all citizens acquiring a
Personal Identification Number (PIN) for tax purposes are required to do so online. This
has created a demand for Cyber Café service providers who assist citizens to access,
register and print out their PIN forms and number for record. In 2011, the Kenya
Revenue Authority also started receiving tax returns online, and is expected by 2013 to
stop receiving physical tax return forms and go completely online. Other online
Government services include the ability to check the status of an Identity Card or
Passport application by sending a Small Messaging Service (SMS) text. The much
anticipated primary and high school national examination results are also released

electronically, enabling parents and candidates to query the student’s results by sending
a SMS.
Although there is some assembly of telephone sets and PABXs, there is no significant
local production of telecommunications equipment in Kenya. While U.S. technology is
highly respected for quality and performance, U.S. firms have a continuing problem in
matching the financing terms (concessionary and mixed credits) offered by competitors.
Additionally, a significant volume of handsets readily available from China and at very
low cost (USD 20-50) have taken a significant chunk of the low income market. U.S.
mobile telephony products are available and competing for the middle to upper income
brackets with brands like Motorola and Apple being in the market. Additionally, CDMA
technology continues to be used in Kenya. In a move to fight the growing counterfeit
problem in the sector affecting mobile handsets, the Kenyan government switched off all
counterfeit phones by end of September 2012.
Kenya’s GSM network has been impressive since the inception of mobile telephone
services in 1992. There are currently four main providers, Safaricom 65.3%; Airtel
15.3%; Orange Telkom 10.6%; and YU (Essar) 8.7%. There are also four Undersea
Fibre cables that land off the coast of Kenya. SEACOM, TEAMS, EASSY, and LION2
are live and providing services, while there are plans to land a fifth undersea fibre optic
cable, a move that would see the country more than quadruple its current bandwidth
capacity. The fiber sea cable capacity led to a significant drop in the cost of access the
internet locally (by 90%); however, at the retail level, the cost remained stable at US
0.75 cents per hour at a cyber café, and an average of USD 15 to USD 25 per month for
a home connection offering between 500kbps and 4mbps speeds.
According to the industry regulator, the Communications Commission of Kenya (CCK),
the uptake of data/internet services continued to display an upward trend with 34.2 per
cent of the population accessing the internet mainly via the mobile phone. In total, the
estimated number of internet users stood at 13.53 million by September 2012. However,
despite this increase in internet/data subscriptions bandwidth utilization only stood at
48.3 percent. This unexploited capacity demonstrates the great potential that still exists
in the internet/data market segment.
As for fixed telephony, there was a 5.5% decline in this segment with a total of 248,300
fixed lines (fixed terrestrial and fixed wireless). Fixed telephone lines continue to decline
as a result of availability of GSM cell phones, as well as CDMA (termed as fixed
wireless). Vandalism is also a big contributor to this decline. With the huge demand for
scrap metal, vandals have been known to cut and steal tons of copper wire already
serving telephone clients, leading to service failures. Most organizations have opted for
CDMA lines which are wireless and have seven digits just like fixed wired telephone
lines. This enables businesses to have recognized “land line” numbers without having to
suffer the inconveniences caused by copper vandalism.

Sub-Sector Best Prospects

Return to top

Growth in Kenya’s mobile telephony sector since 1998 has been phenomenal (from just
over 10,000 subscribers to about 30.4 million by September 2012), and will continue to
provide demand for telecommunication technologies including especially 3G/4G or
mobile data modems. Best sales prospects include computers, laptops, tablets, data
terminals, modems, routers, broadband equipment, and VSAT equipment. Fiber cable
and connectivity accessories will also be in demand as fiber backbone spreads
throughout the country and companies attempt to roll out Fiber to the Home (FTTH).
ADSL equipment will be required when homeowners and apartment dwellers install
Internet services in existing buildings. Smart phones are also expected to sell
significantly as the larger Internet population consists of teenagers and young adults
have now adapted to accessing the Internet on hand held devices.
Opportunities

Return to top

Opportunities exist in strategic alliances or joint ventures, especially in cellular telephony
and value add-ons to the traditional telephone system. Cellular telephony remains the
fastest growing telecommunication sub-sector. Vodafone PLC of the UK, Bharti Airtel
from India, Orange Telecom of France and Essar Communications from India have been
successful in the entering market through joint partnership with local firms, Safaricom
and Zain (now Airtel), Orange Telcom and YU respectively. The subscriber base has
grown to 30.4 million by September 2012; but there are new measures introduced by the
Government requiring all cell phone lines to be registered. The ongoing clamp down on
counterfeit phones will continue to create demand for original manufacturer verified
mobile handsets.
Web Resources

Return to top

Communications Commission of Kenya – www.cck.go.ke
Ministry of Information and Communications – www.information.go.ke
Airtel - http://africa.airtel.com/kenya/
Safaricom Limited – www.safaricom.co.ke
Telkom Kenya – www.telkom.co.ke
Yu (Essar Telecom) – www.yu.co.ke
Telecommunications Service Providers Association of Kenya – www.tespok.co.ke

Computers & Peripherals (CPT)
Return to top

Overview

Total Market Size
Total Local Production
Total Exports
Total Imports
Imports from the U.S.
Exchange Rate: 1 USD

2011

2012

196.65
0
0
196.65
8.55
88.87

257.75
0
0
257.75
9.40
84.52

Unit: US
Millions
2013
2014
(estimated) (estimated)
320.00
380.00
0
0
0
0
320.00
380.00
10.50
11.10
83.20
83.00

NB: All figures in millions of USD with exception of exchange rate in Kenya shillings (Kshs)
Applicable HS Codes: 844332, 8471and 847330

Total Market Size = (Total Local Production + Total Imports) – (Total Exports)
Data Sources:
Total Market Size: Kenya National Bureau of Statistics (KNBS)
Total Local Production: N/A
Total Exports: N/A
Total Imports: KNBS
Imports from U.S.: KNBS
Exchange Rate: Central Bank of Kenya
The computer and peripherals industry remains one of the fastest growing business
sectors in Kenya. Kenya imports 100% of its computers and peripherals. The figures
above reflect the estimated documented (i.e., direct) import statistics only. American
built computers are available and popular in the market with brands such as Dell, HP
and Apple being clearly visible. A substantial number of personal computers are
imported by affiliates of European-based U.S. firms. These imports are not reflected in
the above statistics as U.S. exports to Kenya, further distorting downward the actual
U.S. share of the total market. The market for used computers is significant with U.S.
brands being brought into the country through Dubai, with a few direct imports from the
U.S. Major distributors in Kenya will represent multiple brands in the market.
The growth of the mobile sector has dampened the market for PC’s since 34.2 per cent
of Kenya’s 13.53 million internet users now access the latter using their phones.
Majority of these are young people accessing popular Social Networking websites and
checking their email. The impact is such that there is less demand for cyber cafés. On
the other hand, the mobility creates opportunity for handheld devices, and portable
computing devices.

The main competition for U.S. exports in this industry continues to be Acer and Toshiba
who have had aggressive pricing in the market, and carved a niche in the Notebooks
and Laptop categories respectively. The market for Asian clones or bare-bones has
been taken over by refurbished and used computers which are affordable at Kshs.
20,000 (USD 266) and with new computers retailing for USD 500 and up for entry level
full spec PC. Market share for used computers may be up to 40%, with the major endusers being primary and secondary schools, colleges, internet cafes, and households.
However that is bound to decrease as new computer have become more affordable, and
the continued levying of 25% excise duty on used computers is bound to keep new
computers on the shelf longer.

Sub-Sector Best Prospects

Return to top

The Kenyan market preference for desktop computer systems is largely skewed towards
Duo Core systems. The basic specifications are as follows:
RAM – 2-4 GB
Hard Disk Drive –250/320/500 GB
17-inch monitors (LCD)
USB Keyboard/Mouse
Onboard processor – 2.0 GHZ Duo Core and above
Onboard modem
Full multimedia (FMM)
Media Card Reader
DVDRW/CDRW
Import and excise duties for new digital processing machines (comprising at least a
central processing unit and an input and output unit, HTS code: 8471.41.00) and
peripherals were effectively zero-rated (16% VAT removed) in June 2006 and still
remain in force.
Opportunities

Return to top

The Kenyan government and the World Bank initiated Kenya Transparency and
Communication Infrastructure Project (KTCIP) has spurred the creation of digital villages
in rural and urban areas, facilitating connectivity for the country's emerging business
process outsourcing (BPO) industry, and accelerating e-government services. Other
project initiatives that have been supported under the KTCIP include:
a) The Digital Villages Project - e-centers that provide a suite of services to the public via
computers connected to the Internet, digital cameras, printers, fax machines, and other
ICT equipment. By November 2012, this initiative had supported the development of 63
digital villages in various constituencies.
b) E-government and Mobile Communications Project - this will entail the acquisition,
deployment and maintenance of robust applications to be used for e-government
initiatives, the government information portal, and support the development of SMS and
IVR e-services.

c) E-government Applications - Phase I will involve digitization of the pension
administration system, driver's license registration, and wealth declaration. Phase II will
involve the digitization of the High Court Registrar's office, Registrar of Companies, while
Phase III will support an Integrated Population Registration System (IPRS) and Land
Information and Land Registration System.
•

•

Government Information Portal - aimed at strengthening the provision of
information on the existing portal developed by the Ministry of Information and
Communication (www.information.go.ke) through the development of information
services and web content. This will entail financing the purchase of web servers,
internet bandwidth, computers and software.
SMS and Interactive Voice Recognition (IVR) - entails the development of
innovative communication and information applications deployed on mobile
phones via SMS and IVR technologies. Potential applications on the mobile
telephony include early warning systems, data monitoring (e.g. weather station
readings) and the provision of agricultural extension services.

Additionally in April 2013, newly elected President Uhuru Kenyatta announced his
government’s commitment to allot laptops to all class one students, a campaign promise
made by the Jubilee Coalition during the presidential campaigns. If implemented, it is
believed that the program will start in 2014 and is most likely to involve the issuance of
solar-powered laptops.

Web Resources
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AITEC Kenya - www.aitecafrica.com/Kenya/index.php
Computer Society of Kenya – www.csk-online.org
Cyber Café Operators Association of Kenya (CCOAK) – www.ccoak.net
The Kenya ICT Federation (KIF) – www.kif.or.ke
Kenya ICT Board – www.ict.go.ke

Medical Equipment (MED)
Return to top

Overview

Total Market Size
Total Local Production
Total Exports
Total Imports
Imports from the U.S.
Exchange Rate: 1 USD

2011

2012

24.02
0
0
24.02
6.54
88.87

22.90
0
0
22.90
3.66
84.52

Unit: US Millions
2013
2014
(estimated) (estimated)
25.50
28.00
0
0
0
0
25.50
28.00
7.00
7.80
83.20
83.00

NB: All figures in millions of USD with exception of exchange rate in Kenya shillings (Kshs)
Applicable HS Codes: 901811, 901812, 901813, 901814, 901819, 901820, 901831, 901832,
901839, 901841,901849, 901850, 901890, 901920, 902000, 902110, 902129, 902140, 902150,
902212, 902219, 902230, 902290

Total Market Size = (Total Local Production + Total Imports) – (Total Exports)
Data Sources:
Total Market Size: Kenya National Bureau of Statistics (KNBS)
Total Local Production: N/A
Total Exports: N/A
Total Imports: KNBS
Imports from U.S.: KNBS
Exchange Rate: Central Bank of Kenya
The Kenyan medical equipment market relies almost entirely on imports. The total
market demand in 2011 for imported equipment was US$24.0 million but declined to
US$22.9 million in 2012. Major third-country suppliers include China, Germany,
Belgium, Switzerland and Japan. Despite the decline in 2012, the medical equipment
sector is expected to register strong double-digit growth between 10-12% through 20132014.
The Ministry of Medical Services and the Ministry of Public Health and Sanitation are the
lead healthcare policy-setting government institutions in Kenya. The Pharmacy and
Poisons Board (PPB), an agency under the Ministry of Medical Services, regulates the
registration of medical devices.
Medical equipment procurements for the GOK are done by the Kenya Medical Supplies
Agency (KEMSA), a state corporation and a specialized medical logistics provider for the
Ministries of Medical Services and Public Health and Sanitation. Established in 2000,
KEMSA works to support the National Health Strategic Plan and the Kenya Health
Package for Health in providing public health facilities with the “right quantity and quality
of drugs and medical supplies at the best market value.”

Sub-Sector Best Prospects

Return to top

Best prospects include CT scanners, ultrasound units, X-ray equipment, MRI equipment,
angiography, endoscopy, biochemistry, hematology, and immunology systems, and
radiotherapy machines.
Opportunities

Return to top

U.S. medical equipment suppliers are in an excellent position to increase their market
share in Kenya due to U.S. technical competitiveness. Kenyan users appreciate the
quality and reliability of U.S. medical equipment although price is an issue. Leading
private sector hospitals are very active in modernizing their medical equipment
inventories, while public sector hospitals are expected to engage in a re-equipping
strategy following improved budgetary allocations. At present, most public health
institutions lack basic medical equipment. Recently issued government tenders for
medical equipment indicated requirements for basic equipment such as anesthetic
machines, anesthetic trolleys, hydraulic operating tables, delivery beds, infant
incubators, mortuary trolleys, hydraulic operating tables, mercurial
sphygmomanometers, and oxygen flow meters among others. Electro-medical devices
(X-ray machines, ultrasound scanners, mammography units, EEG and ECG machines)
are also in demand.
There are renewed efforts by the GOK to attain universal healthcare for all Kenyans by
2030 according to the Minister of Medical Services. Additionally, the passage of a new
constitution in August 2010 will establish 47 county governments in 2013, each of which
will be responsible for providing health facilities and services. These county
governments will be managed by a county governor and will receive at least 15 percent
of their annual funding from the central government. It is anticipated that a large portion
of this funding will be directed to re-equip county health facilities with proper medical
equipment.
Under Vision 2030, the GOK is pursuing the nationwide rehabilitation of 53 hospitals and
210 community health centers with plans to establish at least one model health center in
every constituency. According to Business Monitor International (BMI), the construction
of these new facilities will increase the demand for medical devices.

Web Resources
Ministry of Medical Services - www.medical.go.ke
Kenya Medical Supplies Agency (KEMSA) – www.kemsa.co.ke
Ministry of Public Health and sanitation- www.publichealth.go.ke
Pharmacy poisons Board- www.pharmacyboardkenya.org
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Electrical Power Systems (ELP)
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Overview
Unit: USD thousands
Total Market Size
Total Local Production
Total Exports
Total Imports
Imports from the U.S.
Exchange Rate: 1 USD

2011

2012

403.4
N/A
6.8
384.7
15.8
88.9

561.5
N/A
7.2
561.5
57.01
84.5

2013
2014
(estimated) (estimated)
550
605
N/A
N/A
10
15
550
605
60
100
86.3
86

Total Market Size = (Total Local Production + Total Imports) – (Total Exports)
Data Sources: Global Trade Atlas, Tradestats Express, BMI
Kenya, like many other developing countries, still lacks reliable and affordable electricity.
The country is faced with numerous brownouts, blackouts, power surges, damage to
equipment, and back-up and emergency electrical power sources, which account for the
high cost of electricity. The high cost of oil and changing weather patterns has also
contributed to high electricity prices, with Kenyan electricity costs being ranked among
some of the highest in the world. This has resulted in the current diversification from
hydro and oil-based generation to cheaper and more reliable sources like geothermal,
coal and wind power. The investment in the sector has been growing at an average
10% annually.
The gap between electricity supply and demand has increased in recent years due to a
stronger economy and poor investment in power infrastructure. The supply deficit and
costly short-term solutions impede economic growth, and reduce the competitiveness of
Kenya's private sector in the region. Lately, however, the Kenyan electricity industry has
been experiencing rapid expansion. Massive infrastructure development is being
conducted in the power generation, transmission and distribution subsectors as a result
of strong economic growth as well as government-led plans to achieve 10% economic
growth as envisioned in the Vision 2030 plan.
Kenya’s total installed capacity is approximately 1530MW. The major sources of
electricity are hydroelectric, geothermal, thermal, and cogeneration by sugar companies,
with 5MW from wind 786MW from hydroelectric, 209MW from geothermal, 500MW from
thermal, 38MW from cogeneration, and 5MW generated by wind). Over the past five
years Kenya’s demand for electricity has grown 10% annually, while supply grew by 8%.
According to the Ministry of Energy, demand is expected to grow by 7% annually over
the next 10 years, reaching 3,066 MW by 2018 and 4,647 MW by 2022.
The industry is split into several government agencies. The oversight agencies include
the Ministry of Energy, the Energy Regulatory Commission (ERC) and the Energy
Tribunal. The Ministry of Energy is responsible for overall policy formulation and energy

planning in the energy sector. It also grants and revokes generation and distribution
licenses based on the recommendation of the ERC. The ERC does technical and
economic regulation in power and petroleum sub-sectors, including tariff setting and
review while the mandate of the Energy Tribunal is to settle disputes arising from
contested rulings by sector players of ERC rulings.
The government owned Kenya Electricity Generating Company (KENGEN) created in
1997, carries out most power generation, supplemented by a handful of private sector
investors licensed as Independent Power Producers (IPPs). To reduce dependency on
thermal and hydroelectric power, the government set up the Geothermal Development
Company (GDC) in 2008 to assume the cost of developing geothermal steam fields to
reduce risks and promote the rapid development of geothermal. Kenya has a potential
of 7000MW of geothermal but the initial costs and risks have discouraged private
investors.
In addition to GDC, the Government of Kenya also set up the Kenya Electricity
Transmission Company (KETRACO) in 2008 to accelerate the development of
transmission infrastructure with new high voltage power transmission lines within the
network that will form the backbone of the national transmission grid leading to reduction
in technical losses. KETRACO plans to implement an additional 4000km of voltage lines
by 2017 at a cost of US$1.5 billion.
The Kenya Power and Lighting Company (KPLC) holds the exclusive rights to distribute,
market, and sell electricity in Kenya. KPLC has power purchase agreements with
KENGEN and the IPPs. In addition, the government established the Rural Electrification
Authority (REA) in 2007 to spearhead electrification projects in rural areas, where
connectivity currently stands at only 10%. The REA coordinates the implementation of
rural electrification projects with the help of KPLC, which act as a contractor on their
behalf. The program aims to connect load centers such as schools, trading centers,
health centers and public institutions and households nearby. The goal is to provide
electricity to 40% of the rural population by 2020.
To further make electricity more affordable and reliable, the Government of Kenya
reduced the VAT charged on heavy fuels used in generation from 16% to 12%. The
reduction of these taxes will likely yield a drop in the cost of electricity by up to 23.5%.
Furthermore, GDC will underwrite any dry wells sunk by private developers to avoid
passing these costs on to consumers.

Sub-Sector Best Prospects
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Although installed capacity is relatively small (compared to 50,000 MW in the U.K. and
31,000 MW in South Africa, for example), Kenya is the leading generator in Eastern
Africa. Access to electricity in Kenya is only about 25%, with much of rural Kenya
without any electrical power whatsoever. REA is focused on connecting major town
centers, schools and hospitals to the grid as well as looking at off-grid solutions such as
diesel fired plants. However, REA is now issuing tenders to convert these plants to
hybrid solar PV plants.

In addition, a government directive in 2010 that all new home developments must
include solar energy panels has seen an increase in the demand for solar panels. This
directive is meant to ease the burden on the grid. Solar is also in use in rural Kenya
where there is no access to the grid. This creates a great opportunity for solar panels;
however, there is a great onslaught of Chinese cheap imports that have flooded the
market. However, some establishments such as hotels are turning to solar lighting and
water heating to reduce their power bills. Here lies an opportunity for high end products
from U.S. firms.
The transmission network is comprised of about 1331 km of 220 kV lines, 2211 km of
132 kV lines and 655 km of 66 kV double-circuit lines, while the distribution network has
25485 km of 11 kV lines and 13812 km of 33 kV lines. Low voltage lines operate at 240V
and 415V and total about 22,000 km. The aging transmission and distribution networks
largely contribute to approximately 15% system loss of the power generated. To
address this, KPLC is rolling out a U$250million underground cabling project in the cities
of Nairobi, Kisumu and Mombasa to replace the overhead lines.
There is also opportunity to supply wind turbines to various licensed wind generation
sites spread out over the country. There are at least 500MW of privately funded wind
generation projects in the pipeline slated to come online within the 2012-2017 timeframe.
A private Kenyan firm plans to break ground this year on Kenya’s first commercial
biomass power plant from the Prosopis Juliflora tree that will produce 11MW at a cost of
US$21m providing opportunity for this new technology in Kenya.
KenGen and GDC have adopted the wellhead technology to tap power when wells are
drilled and before a plant is commissioned. Thus, wellhead technology and equipment is
needed as it is relatively new in Kenya. Already, one U.S. firm has supplied a wellhead
generator to KenGen and additional projects are in the pipeline.
Best prospects for U.S. exporters include drilling rigs and associated equipment,
generation, substation, transmission and related equipment, electric and electrical
cables, transformers, electric meters, electric poles, and switchgear, wind turbines, solar
thermal and solar PV equipment, smart grid systems.

Opportunities
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Only 25% of Kenya’s population has access to electricity. One of the areas of particular
opportunity for foreign suppliers includes renewable energy such as wind and
geothermal energy. The government is also focused on developing the geothermal
potential in the country with a 10-year US$2.6bn geothermal exploration plan that will
involve sinking 566 wells in the Rift Valley. To tap the geothermal potential, GDC plans
to purchase 12 drilling rigs for geothermal resource exploration. Already, four rigs have
been procured and GDC will obtain funding to purchase the remaining rigs. GDC also
has announced the invitation for concessions of a 400MW geothermal site in Menengai.
In addition to the government initiatives, the U.S. firm Ormat, an IPP generating 48MW
of geothermal power, secured funding to expand its capacity to 100MW.
In 2010, the World Bank approved a concessionary loan of US$330 million to the
Government of Kenya towards the Kenya Electricity Expansion Project to increase

electricity access for Kenyans in urban, peri-urban and rural areas through expansion of
geothermal power generation and transmission lines to areas with potential for economic
growth but with little access to electricity. The project is part of over U$ 1.4 billion being
invested in the electricity sector by the government, the Bank and other development
partners to support efforts to accelerate infrastructure development and strengthen
Kenya’s foundations for growth and competitiveness. In 2011, KETRACO obtained
commitments for up to US$700m from foreign donors and multilateral banks for
transmission line expansion to connect Northern Kenya as well as link neighboring
countries to their surplus power.
Late 2009, KenGen successfully raised US$328million from a Public Infrastructure Bond
Offer (PIBO) at the Nairobi Stock Exchange. These funds, together with donor funds,
will be used to meet KenGen’s adding 500MW of electricity to the grid. Some of the
projects are already online with the flagship plant being the Olkaria I and IV 280MW
project set for commissioning in 2013-2014. In addition, KenGen plans to develop
1260MW from geothermal, a 600MW coal joint venture and development of at least
100MW of wind by 2018.
The GOK recently amended the Feed-In-Tariff (FiT) Policy of 2008 to increase the tariffs
for renewable energy sources (RES) including wind, biomass, small hydros, geothermal,
biogas, solar and municipal waste energy to accommodate the development of nuclear,
wind, biomass and solar energy, and attract investment in these areas. Kenya has a
wind energy potential of 2000MW, but only 5MW is currently being generated; however,
this is set to change as several wind projects are at various stages of implementation.
The GOK would like to see the private sector construct its first medium-sized nuclear
plant by 2015. Investors would be offered a 30-year power purchase agreement on a
Build- Own-Operate-Transfer (BOOT) arrangement. However, lately this idea has run
into issues with several key players, including the UNEP voicing fears over Kenya’s
pursuit of nuclear power given the massive potential for other sources of safe, clean
energy. In addition the Ministry of Energy has been assessing coal deposits and has to
date drilled several appraisal wells where coal deposits were found to be subbituminous, bituminous and lignite in quality, with an average calorific value of 15MJ/Kg.
If the wells are found to be viable then the GOK will seek tenders for a dry dock for coal
and a 300 MW coal-fired plant in Mombasa.
Meanwhile, Kenya plans to set up an LNG plant in Mombasa at a cost of US$500m, to
be mainly financed by the private sector as a BOOT. AfDB financed the feasibility
studies and the GoK will provide land once the project moves to the next stage. The
plant will process gas deposits from Tanzania and provide a potential source of gas
supply for Kenya, which could find a long-term use in power generation. The
governments of Tanzania and Kenya will jointly undertake the construction of the gas
pipeline along the coastal line.
Other opportunities include concessions, the privatization of isolated power stations to
improve efficiency and lower power costs, the financing of power expansion projects with
private funding instruments, as well as the manufacture and fabrication of electrical
equipment such as transformers, cables and switchgear.

Web Resources
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www.energy.go.ke – Kenya Ministry of Energy
www.kengen.co.ke – Kenya Electricity Generating Company (KenGen)
www.kplc.co.ke – Kenya Power & Lighting Company Ltd. (KPLC)
www.gdc.co.ke – Geothermal Development Company
www.worldbank.org/Kenya - World Bank
www.businessmonitor.com – Business Monitor International
www.gta.com – Global Trade Atlas
www.knbs.or.ke – Kenya National Bureau of Statistics

Agricultural Chemicals (AGC)
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Overview

Total Market Size
Total Local Production
Total Exports
Total Imports
Imports from the U.S.
Exchange Rate: 1 USD

2011

2012

263.3
0
32.8
263.3
14.5
88.9

236.4
0
32.3
236.4
57.3
84.5

Unit: USD million
2013
2014
(estimated) (estimated)
250
245
0
0
35
36
250
245
45.3
48
86.3
86

Data Sources: Global Trade Atlas
Kenya imports virtually all of its agricultural chemicals because there is no significant
local production. Unlike many sub-Saharan African countries, Kenya’s fertilizer use has
almost doubled since the liberalization of the market in the 1990s and removal of
government price controls and import licensing quotas. The growth in use has been
noted especially among the smallholder farmers for food crops (maize, domestic
horticulture) and export crops (tea, coffee). Growth in the industry is largely due to huge
private investment to import and sell fertilizers on the local market. The fertilizer industry
is dominated by Russia, United States, Ukraine, China and Romania. After blending, a
small percentage of these fertilizers are exported within the region.
The rise in use of fertilizer can also be attributed to a stable fertilizer marketing policy,
increased private sector participation, which imports on behalf of government agencies
and for private users; increased competition, availability of fertilizer closer to the rural
areas (the private sector has invested in a wide and intense distribution network); the
reduction of distance to nearest fertilizer seller and better access to markets for farmers’
produce.
In 2009, there was a huge spike on fertilizer and agrochemical imports. This was due in
large part to a new initiative by the Government of Kenya that saw the largest import
program of fertilizer in years. The program, dubbed the National Accelerated
Agricultural Input Access Program (NAAIAP) is aimed at offering farm input subsidies
and distributing subsidized fertilizer to small scale farmers to reduce poverty and “kickstart” agricultural productivity that was greatly affected by the post election violence and
poor rainfall. The bulk purchase of fertilizer was also expected to bring down the price of
fertilizers, and thereby bring down food prices.
In 2011, the government experienced difficulty in sourcing, paying for fertilizers (due to
high world prices and a weaker shilling), and supplying the inputs promised to Kenyan
farmers. However, in 2012, with inflation on the decrease, the largest buyer of fertilizer
was the government as it continued to roll out the subsidized fertilizer program. The

government directly purchased DAP and CAN fertilizers worth more than U$25 million.
In addition, the Kenya Tea Development Authority (KTDA), a Kenyan management
agency for small scale tea farmers in the country imported approximately 62,500 metric
tons of NPK 26:5:5 chemically compounded fertilizer for the tea sector. Already in 2013,
the newly installed government has committed to continuing with the subsidy program
and plans to spend US$67 million to import fertilizers for the March planting season.

Sub-Sector Best Prospects
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Best sales prospects for U.S exporters include fertilizers and pesticides. Half of all
pesticides imported by Kenya are fungicides, 20% crop insecticides, 20% herbicides,
acaricides, rodenticides, and nematicides, and 10% other. Kenya’s consumption of
fertilizers in 2012 was more than 500,000 tons valued at USD236 million. The most
widely used fertilizer is di-ammonium phosphate (DAP). Other fertilizers used in Kenya
include nitrate potassium phosphate (NPK), single super phosphate (SSP), and calcium
ammonium nitrate (CAN) and Urea.
Note: Fertilizers are the number two product counterfeited in Kenya. U.S. exporters
should expect some competition from these lower priced, inferior goods. Consider
marketing the effectiveness of a genuine product in your marketing campaigns.
Opportunities

Return to top

Great opportunities exist in the maize, wheat, tea and coffee growing seasons. There
has been a continued growth in the use of fertilizers to produce these commodities.
Kenya’s horticulture industry is a major export success in Africa. The industry is entirely
dominated by the private sector and provides many opportunities for increased
importation of fertilizers and pesticides as well as equipment.
Agriculture remains the backbone of Kenya’s economy and with the challenges of
growing enough quality food to feed the growing population versus adverse climate
changes. Kenya will need to rely on methods adopted by other Asian and Latin
American countries that are able to meet their food security needs. This will definitely
include increased use of fertilizers.
Note: USAID is responsible for implementing the President’s Feed the Future (FTF)
initiative, which seeks to help farmers improve food production and weather regular
cycles of drought and famine. For more information please visit www.feedthefuture.gov.
New investment in manufacturing is encouraged by the Government of Kenya, and U.S.
industrial chemical manufacturers/suppliers may consider utilizing Kenya as a base for
penetrating the Eastern African market. The government is keen to set up a fertilizer
manufacturing facility in Kenya as part of the Vision 2030 to promote food security and
lower food prices.

Web Resources
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Tegemeo Institute, Egerton University – www.tegemeo.org
Agrochemicals Association of Kenya (AAK) - www.agrochem.co.ke
Fresh Produce Exporters of Kenya (FPEAK) - www.fpeak.org
Kenya Flower Council (KFC) - www.kenyaflowers.co.ke
Ministry of Agriculture - www.agriculture.go.ke
Kenya National Bureau of Statistics – www.knbs.or.ke

Agricultural Sectors
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Agriculture continues to dominate Kenyan employment with roughly 75 percent of
Kenya’s workforce directly or indirectly involved in production, processing and trade in
food agricultural commodities. Kenyan exporters of flowers, tea, coffee, and horticulture
continue registering strong annual export performances.
Notwithstanding the export successes, most Kenyan small-scale farmers confront many
transparent and not-so-obvious obstacles that limit their productivity growth. Frequent
droughts, uncertain prices and changing policies force farmers to minimize productioncosts and implement self-preservation strategies such as planting back maize in lieu of
buying certified maize planting seeds, which greatly reduces crop yields. Relatively high
ad-valorem import tariffs on staple crops such as maize, rice and wheat set the stage for
domestic prices well in above world prices (see graph below), which slow Kenyan smallscale farmers’ adoption of new technologies and practices decisions to achieve
economies of scale.

The Government of Kenya’s (GOK) appears poised to continue using protective tariff
and non-tariff barriers against foreign agricultural commodities, reportedly to achieve a
Vision 2030 goal of food self-sufficiency. The apparent underlying concept can be
characterized as follows: “all food consumed in Kenya should be produced in Kenya.”
However, tariff-restricted import policies, poorly defined domestic support policies,
uncertain pricing prospects and adverse production factors that include frequent
droughts conspire to keep the sector in a state of “underperformance.”

1. Corn (Maize)
Maize remains Kenya’s most important staple crop, with a majority of the production by
small-scale farmers. Annual domestic production ranges from about 2 million metric
tons (MMTs)-to-3.5 MMTs per year (please see table here below). Small-scale farmers’
average yields of about two MMTs per hectare versus six MTS/Hectare for farmers in
countries where technologies, physical conditions, trade and production policies create a
more conducive production environment.
Most maize imports will likely remain cross-border. South Africa exported to Kenya in
times of Kenyan drought and under ad-valorem tariff abatement conditions, but new
Kenyan import requirements establish import permits and mandatory labeling for imports
of genetically modified (GM) maize. Within the timeframe of the table here below, the
new GM import requirements will likely keep South African maize out and cross-border
trade in.

Marketing Year (Jul/Jun)
Local Production (MMT)
Total Imports (MMT)
Imports from the U.S. (MMT)

2010
2.2
0.8
.2

2011
3.5
0.1
0

2012 2013 (E) 2014 (F)
3.1
3.0
3.2
0.4
0.6
0.4
0
0
0

(E) (F) FAS/Nairobi estimates and forecasts, respectively

2. Wheat
The GOK props up wheat prices for Kenyan wheat producers through high ad-valorem
tariffs. Notwithstanding the protection, Kenyan millers import about one million tons per
of wheat per year to satisfy domestic demand. Relatively low-quality Black Sea and
South America wheat dominate in the import market. Millers import high-quality, highprotein hard wheat in small quantities to blend with poor-quality imported and
domestically-produced wheat to produce bread and pastry flour. Most of the U.S. wheat
purchased by Kenyan millers fits into the “high-quality” category—Hard Red Winter
(HRW) and Northern Spring, Dark Northern Spring varieties.
The GOK, from time-to-time, allows registered Kenyan millers to import wheat at
reduced duty. In May 2011, an international trade group used USDA’s GSM-102 credit
facility to bring 30 thousand tons of U.S. HRW to Kenya’s Port of Mombasa for
importation by Kenyan millers. This was the first trade using GSM-102 credit
guarantees since 1991.
Marketing Year (Jul/Jun)
Local Production (TMT)
Total Imports (TMT)
Imports from the U.S. (TMT)

2010
510
909
19

2011
270
800
85

(E) (F) FAS/Nairobi estimates and forecasts, respectively

2012
2013 (E) 2014 (F)
280
300
320
1,200
1,300
1,400
47
60
70

3. Rice, Rough
The GOK protects rice producers with even higher ad-valorem tariffs relative to maize
and wheat. Understanding the rational for a 75 percent ad-valorem tariff in a country
that can, at a maximum, produce only about 15-to-18 percent of total Kenyan rice
consumption can only be partially understood through a regional lens. East Africa
Community (EAC) Member States negotiated the common external ad-valorem tariff rate
on rice imports.
Occasionally the GOK reduces its rice ad-valorem tariff and, reportedly, extends
advantageous rates to Pakistani imports in return for preferential access to the Pakistani
tea market. Nonetheless, rice prices remain very high in Kenya relative to the world
market, forcing poor consumers to pay much more than necessary to feed themselves
and their families.
Marketing Year (Jan/Dec)
Rough Production (TMT)
Total Imports (TMT)
Imports from the U.S. (TMT)

2010
110
283
0

2011
97
337
0

2012
2013 (E) 2014 (F)
120
125
130
350
400
450
0
0
0

(E) (F) FAS/Nairobi estimates and forecasts, respectively

4. Animal Genetics
Kenyan cattle producers own about 14 million indigenous (Zebu) and three million dairy
cattle. More than 650,000 small-scale producers own 80 percent of the dairy cattle,
which continues to be the most vibrant animal-genetics sector.
Reportedly, Kenyan small-scale dairy producers have begun buying Ayrshire genetics
due to their smaller body size that demands less feed compared to Holsteins. Smallscale dairy producers largely depend on weather for water and feed for their dairy cows.
As dairy producers continue to face production challenges that include declining farm
sizes, they prefer breeds such as the Aryshire which has ability to survive in diminishing
land holdings.
Reportedly, however, the Ayrshire breed has lost popularity with U.S. dairy producers.
As a result, local analysts expect declining import prospects for U.S. genetics in the
Kenyan market. Other prominent suppliers to the market, some of whom have strong
Ayrshire genetics, include the United Kingdom, New Zealand, Canada, and the
Netherlands.
Calendar Year
Total Local Production (1,000 straws)
Total Exports (1,000 straws)
Total Imports(1,000 straws)
Imports from the U.S. (1,000 straws)

2010
568
0
225
134

(E) (F) FAS/Nairobi estimates and forecasts, respectively

2011
659
0
200
87

2012 2013(E) 2014 (F)
700
750
800
0
0
256
220
230
60
55
50

5. Sugar
The GOK also protects and may continue to protect Kenya’s sugar producers, even from
producers within regional trade associations like COMESA, where trade protections are
expected to be completely abandoned by end of February, 2014. This Governmentinduced local market protection lead to severe retail shortages and hence high prices
for Kenyan consumers, including the poorest-of-the poor and reportedly exorbitant
profits for Kenya’s “sugar connected” including the GOK.
Marketing Year
Local Production (TMT)
Imports (TMT)

2010
524
267

2011
490
300

(E) (F) FAS/Nairobi estimates and forecasts, respectively

2012
2013(E) 2014 (F)
500
520
530
250
300
350

6. Consumer-Oriented Agricultural Products
Kenyan consumer-oriented food buyers will likely expand purchases at minimum, at the
rate of per capita GDP growth over the next five years. Euromonitor International
(March 2011) reportedly confirms the prospects for stable growth and even forecasts a
higher rate of increase in consumer-products spending, when evaluated for comparable
forecast periods.
Kenyan importers will likely continue using imports to meet the projected increase in
consumer demand, however, local production of consumer-ready products will also
likely increase. Kenyan importers source about 60 percent of consumer-oriented food
products from the United States, South Africa and Europe. While many analysts expect
that the sources of imports will remain the same during the mid-term, Kenya’s new
labeling requirements may have a negative impact on consumer-ready imports from
countries where products containing genetically modified organisms are not currently
labeled.
Calendar Year
Local Production
Exports ($ millions)
Imports ($ millions)
Imports from the U.S. ($ millions)

2010
NA
NA
186
30

2011
NA
NA
228
10

(E) (F) FAS/Nairobi estimates and forecasts, respectively
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2012(
2013(E) 2014(F)
NA
NA
NA
NA
NA
NA
250
270
290
20
23
25
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Import Tariffs
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Kenya applies tariffs based on the international harmonized system (HS) of product
classification. The tariff changes proposed in Kenya’s 2012-2013 budget include the
following:
Customs Duty Changes:
1. Removing duty on the importation of digital TV set up boxes to meet the 2015
deadline of migrating from analog to digital TV signals.
2. Removing duty on all imported software.
3. Increasing the import duty on galvanized wire from 0% to 10%.
4. Removing duty on inputs for manufacture of medical diagnostic kits.
5. Removing duty on inputs for use in bee-keeping act.
6. Reduction of import duty on food supplements from 10% to 0%.
7. Minimum tax payable on imported second hand cloths to go up from Shs. 1.1million
to Shs. 1.9milion per 20 foot of container
Excise Tax Changes
1. The Minister has empowered the Commissioner to determine the Retail Selling Price
to be used in computing the Ad Valorem excise duty on beer and wine.
2. Taxpayers will now be required to pay only 30% (as opposed to the previous 100%
required) of the duty in dispute when making an appeal to the Tribunal.
3. Some minor changes have been introduced with regards to the rates of excise duty.

Trade Barriers
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Non-tariff barriers include the requirement to obtain a Certificate of Conformity from a
Kenya Bureau of Standards appointed pre-export verification of conformity (PVoC)
partner and the obligation to obtain an Import Standards Mark (ISM) for a list of sensitive
products imported into Kenya. Some U.S. firms may find packaging and labeling
requirements difficult to meet. The lack of enforcement of intellectual property rights
(IPR) protection on videos, music, and computer software makes some U.S. firms
reluctant to export these goods and services to Kenya.
For a more complete treatment of the challenges of doing business in Kenya, refer to the
discussion in Chapter 1, Market Challenges.
Kenya's ten tax treaties generally follow the Organization for Economic Cooperation and
Development model for the prevention of double taxation of income. There is no double
tax treaty between Kenya and the United States. There are many U.S. companies
operating in Kenya and subject to Kenyan tax law. For a list of U.S. companies
operating in Kenya, please contact the American Chamber Of Commerce in Kenya
(ACCK):Physical address: Coca-Cola plaza 2nd Floor Upper Hill P. O. Box 9746 –
00100, Tel: +254 (20) 3650000 +254 (20) 6750721;; Fax:+254 (20) 3750448 email:
info@acck.org; Web: www.acck.org

Import Requirements and Documentation
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To import any commodity into Kenya, an importer will have to enlist the services of a
clearing agent who will process the import documentation through Kenya Customs
electronically on the Simba 2005 system and clear the goods on your behalf.
An import declaration fee (IDF) of 2.25% of the CIF Value subject to a minimum of Ksh.
5,000.00 is payable. Customs will assess duty payable depending on the value of the
item(s) and the duty rate applicable. The East African Community Common External
Tariff laying out the duty rates of imported items is available on this link:
http://www.revenue.go.ke/customs/pdf/EAC%20Externaltariff2007.pdf
Import licensing controls were dismantled in 1993. Since then, however, the GOK has
instituted a pre-shipment inspection requirement (the Pre-Shipment Verification of
Conformity, or PVoC) for exports destined for Kenya. Effective March 1, 2009, exports
to Kenya must also obtain an additional Import Standards Mark (ISM), which must be
affixed to a list of sensitive imported products sold in Kenya. The Minister of Finance
has empowered the Commissioner to determine the Retail Selling Price to be used in
computing the Ad Valorem Excise Duty on beer and wine. The Commissioner has now
only 30 days in which to respond to an application for an excise duty, failure to which the
license will be deemed granted.
For a small number of health, environment, and security imports, import licenses are still
required. Imports of machinery and equipment classified as equity capital or loan
purchases must be received prior to exchange approval; local banks will not issue
shipping guarantees for clearance of imports in the absence of such approval. All

imports procured by Kenyan-based importers must be insured with companies licensed
to conduct business in Kenya. Importation of animals, plants, and seeds are subject to
quarantine regulations.
Certain pets require an import license. Cats and dogs are issued with an import license
only after a veterinary surgeon has certified the animal to be vaccinated against rabies
and free from any contagious disease. The Kenyan Embassy in Washington, DC (2249
R Street, N.W. Washington, DC 20008; tel: (202) 387-6101) and other Kenyan
consulates may issue the import license. Imports are only allowed at designated entry
points.
All Kenyan imports are required to have the following documents: Import Declaration
Forms (IDF), a Certificate of Conformity (CoC) from the PVoC agent for regulated
products, an import standards mark (ISM) when applicable and valid pro forma invoices
from the exporting firm.

U.S. Export Controls
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The Bureau of Industry and Security is charged with the development, implementation
and interpretation of U.S. export control policy for dual-use commodities, software, and
technology. Dual-use items subject to BIS regulatory jurisdiction have predominantly
commercial uses, but also have military applications.
U.S. companies exporting to Kenya must adhere to the requirements of the U.S.
Department of Commerce’s Bureau of Industry and Security (BIS) and Department of
Treasury’s Office of Foreign Asset Control (OFAC). The primary mission of the U.S.
Bureau of Industry and Security (BIS) is the accurate, consistent, and timely evaluation
and processing of licenses for proposed exports and re-exports of goods and technology
from the United States. BIS is responsible for implementing and enforcing the Export
Administration Regulations (EAR), which regulates the export and re-export of most
commercial items. Items that BIS regulates are often referred to as "dual-use;” i.e.,
items that have both commercial and military or proliferation applications. However,
purely commercial items without an obvious military use can also be subject to the EAR.
The EAR does not control all goods, services, and technologies.
BIS's activities include regulating the export of sensitive goods and technologies in an
effective and efficient manner; enforcing export control, anti-boycott and public safety
laws; cooperating with and assisting other countries on export control and strategic trade
issues, and assisting U.S. industry to comply with international arms control agreement.
Other U.S. government agencies regulate more specialized exports. For example, the
U.S. Department of State has authority over defense articles and defense services.
Other agencies involved in export controls include the Department of Treasury’s Office
of Foreign Asset Control, which administers controls against certain countries (such as
Sudan) that are the object of sanctions affecting exports and re-exports, as well as
imports and financial dealings. A list of other agencies involved in export controls can be
found in Supplement No. 3 to Part 730 of the EAR which is available on the
http://www.access.gpo.gov/bis/ear/ear_data.html website.

Temporary Entry
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Kenya allows duty-free entry into the country of goods destined for neighboring countries
or for transshipment; however, bonds must be executed. Such goods must be held in
bonded warehouses designated by the Kenyan Customs Department. Release of the
bonded goods into the Kenyan market is prohibited unless statutory customs payments
are made.
Samples and exhibits/displays for trade fairs may be imported into the country duty free.
It is a Customs Department requirement, however, that such items are re-exported or
are certified destroyed by a customs certification officer after use. An importing firm that
fails to meet these requirements will be charged import duties and value added taxes on
the presumed value of the items.
Labeling and Marking Requirements
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Please refer to the “Standards” section below.
Prohibited and Restricted Imports
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It is illegal to import several items into Kenya unless exemption has been granted by the
relevant Kenyan ministry or government agency. A complete list of prohibited and
restricted goods is available from the Kenyan Customs Department at the following
website: http://www.kra.go.ke/customs/customsrestrictedgoods.html.
Customs Regulations and Contact Information
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The Customs Services Department under the Kenya Revenue Authority has the primary
function of collecting and accounting for import duty and VAT on imports. Other taxes
collected by the Customs Department on an agency basis include the Petroleum
Development Levy, Sugar Levy, Road Maintenance Levy, Import Declaration Fee (IDF),
Road Transit Toll, Directorate of Civil Aviation fees, Air Passenger Service Charge,
Kenya Airport Authority Concession fees, and various fees associated with motor vehicle
permits.
Apart from its strictly fiscal responsibilities, the Customs Services Department has
responsibility for the collection of trade statistics, facilitation of trade and protection of
society from illegal entry and exit of prohibited goods (e.g. drugs of abuse, hazardous
chemicals, pornography, and weapons/explosives).
The Customs Services Department implements bilateral, regional, and international
trade arrangements. The department also supports global enforcement efforts against
smuggling, the illegal importation and exportation of arms, and drugs of abuse, as
mandated through various international legal instruments. For example, Kenya is a
member of both the East African Community (EAC) and the Common Market for Eastern
and Southern Africa (COMESA). Membership in these two regional blocs entails
extending preferential tariffs to goods imported from EAC and COMESA member states

subject to pre-agreed conditions (the Rules of Origin). Goods originating in Kenya also
enter into member countries on preferential rates.
The Customs Services Department, as the agency of government entrusted with the
responsibility to monitor and control imports and exports, is responsible for the
implementation of the trade and customs clauses of regional trade agreements. This
also applies to trade preferences that may not be reciprocal – such as the preferences
extended to Kenya under the African Growth and Opportunity Act (AGOA) of the U.S.
and the Africa, Caribbean and Pacific/European Union Cotonou Partnership Agreement
signed in June 2000. At the international level, the Kenya Revenue Authority Customs
Services Department is a member of the World Customs Organization (WCO).
Customs Services Department
Kenya Revenue Authority,
Times Tower, 12th Floor,
P.O. Box 40160 – 00100 GPO Nairobi, Kenya
Tel: +254-20-2817104 / 341218; Fax: +254-20-318204
Contact: Ms. Beatrice Memo, Commissioner for Customs Services
Email: Beatrice.Memo@kra.go.ke
www.kra.go.ke
Mary Masyuko
Commercial Specialist
U.S. Commercial Service
Tel: +254 (20) 363-6063; fax: 363-6065
Email: Mary.Masyuko@ trade.gov
www.export.gov/kenya
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Fake, counterfeit, knock-off and pass-off products are widely available in Kenya. They
damage the reputation of brands owned by both Kenyan and foreign manufacturers, and
harm consumers, sometimes fatally. Government controlled product standards and
enforcement of intellectual property rights would substantially benefit industry and
consumers if they were uniformly and consistently enforced. Instead, legitimate
manufacturers comply with all regulations at significant cost, while counterfeit goods
freely enter the market without compliance. In March 2009, Kenya launched a new

requirement for imports. In addition to the pre-shipment verification of conformity
(PVoC), imported products must also obtain from the government an import standards
mark (ISM) and affix to their products. Note: fake ISMs were found on the packaging of
counterfeit products entering Kenya before the ISM was legally required.
Kenya applies a comparative ‘standard’ to all products or services. Such is an
authoritative statement by GOK of the criteria necessary to ensure that the material,
product, or procedure is fit for the purpose for which it is intended. Kenya standards are
classified into six categories: glossaries or definitions of terminology, dimensional
standards, performance standards, standard methods of test, codes of practice, and
measurement standards. These standards are developed by technical committees
whose membership includes representatives of various interest groups such as
producers, consumers, technologists, research organizations, and testing organizations,
in both the private and public sectors. The secretariat of these technical committees is
the Kenya Bureau of Standards (KEBS).
Standards Organizations
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Organizations that develop standards in Kenya include:
1. The Kenya Bureau of Standards (KEBS)
2. The National Environment Management Authority (NEMA)
3. The Division of Environmental Health
The Kenya Bureau of Standards (KEBS) is the government regulatory body under
Kenya's Ministry of Trade mandated to develop and ensure compliance with the
International Standards Organization (ISO) product standards. The National
Environment Management Authority, under the Ministry of Environment and Natural
Resources, the Department of Public Health, and the Ministry of Health are all
government organizations that develop environmental and public health standards in
partnership with KEBS. KEBS conducts product testing for individual product categories
and undertakes certification. KEBS has a semi-annual standards development plan, and
is now reviewing all standards with particular attention to those that are ten or more
years old. A large number of the standards have been already reviewed and
harmonized within the Eastern Africa region.
Is should be noted that member countries of the World Trade Organization (WTO) are
required under the Agreement on Technical Barriers to Trade (TBT Agreement) to report
to the WTO all proposed technical regulations that could affect trade with other Member
countries. Notify U.S. is a free, web-based e-mail subscription service that offers an
opportunity to review and comment on proposed foreign technical regulations that can
affect access to international markets. Register online at: http://www.nist.gov/notifyus/
NIST Notify U.S. Service
Member countries of the World Trade Organization (WTO) are required under the
Agreement on Technical Barriers to Trade (TBT Agreement) to report to the
WTO all proposed technical regulations that could affect trade with other Member
countries. Notify U.S. is a free, web-based e-mail subscription service that offers
an opportunity to review and comment on proposed foreign technical regulations

that can affect your access to international markets. Register online at Internet
URL: http://www.nist.gov/notifyus/
Conformity Assessment
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In addition to KEBS, other national testing bodies include:
a) The Government Chemist (forensic testing for law enforcement agencies)
b) The National Quality Control Laboratories (medical and pharmaceutical testing)
c) The National Public Health Laboratories (testing of microbiological reagents)
d) The Kenya Plant Health Inspectorate Service (KEPHIS) (certification of all
imported plant materials as well as implementing sanitary & phytosanitary
requirements)
e) Materials Testing Department, Ministry of Roads & Public Works (testing of
materials used in the building and construction industries).
Private conformity assessment bodies in Kenya include SGS Kenya, Bureau Veritas,
and InterTek Services, all of which provide private consumer product-testing services.
With the exception InterTek Services, these organizations also undertake systems and
services certification.
All consignments of regulated products must now obtain a Certificate of Conformity
issued by authorized PVoC country offices (offices operated & managed by KEBS
partners) and an import standards mark (ISM) prior to shipment. The certificate and ISM
are mandatory customs clearance documents in Kenya; consignments of products
arriving points of entry without these documents are subject to delays and possibly
denial of admission into the country. Informal arrangements with customs officials are
widely believed to be responsible for the large volume of fake and counterfeit products
present in the market, despite these regulatory requirements.
For consignments shipped without inspection, importers may apply for a destination
inspection subject to KEBS acceptance and pay a penalty of 15 percent and a 15
percent bond of the CIF value, plus the costs of the test. It is the seller’s responsibility to
ensure that shipments to Kenya happen only after issuance of a Certificate of Conformity
and ISM. In November 2007 KEBS removed a significant non-tariff trade barrier by
agreeing to waive the Certificate of Conformity (CoC) requirement on bulk agricultural
commodities inspected and certified by U.S. government inspection agencies, i.e., the
U.S. Department of Agriculture Federal Grain Inspection Service (FGIS) and Animal and
Plant Health Inspection Service (APHIS).
Product Certification
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Product certification is voluntary, but essential for marketing purposes. There are no
mandatory requirements for product certification, but companies are encouraged to have
their export products certified. National organizations such as the Radiation Protection

Board, NEMA, the Dairy Board of Kenya, and the Communications Commission of
Kenya (CCK) have specific product and system requirements that must be met prior to
issuance of licenses or permits.
The importation of any form of plant material (seeds, cuttings, bud wood plantlets, fresh
fruit, flowers, and timber) into Kenya is subject to strict conditions as outlined in the
import permit issued by the Kenya Plant Health Inspectorate Service (KEPHIS) prior to
shipment of such plants from the origin regardless of whether they are duty free, gifts or
for commercial or experimental purposes. Seed certification is mandatory before seeds
can be sold locally; the process can take up to three years. Kenya has been a member
of the International Union for the Protection of New Varieties of Plants (UPOV) since
1999. Note: Seeds are the number 1 good counterfeited in Kenya.
The Pest Control Products Board (PCPB) registers all agricultural chemicals imported or
distributed in Kenya following local testing by an appointed research agency. It also
inspects and licenses all premises involved in the production, distribution, and sale of the
chemicals. The board has the right to test chemicals sold locally to assure their
compliance with originally certified specifications. No agricultural chemicals can be
imported into Kenya without prior PCPB authorization, and chemicals can only be sold
for the specific use granted by the board. For the most part, major horticulture
producers and exporters also adhere to strict European Union and U.S. standards in the
application and use of agricultural chemicals.
All organizations involved in the manufacture, distribution, and sale of agricultural
chemicals in Kenya are members of the Agro Chemical Association of Kenya (ACAK).
Members must sign a "Code of Conduct" based on the U.N.'s Food and Agriculture
Organization Code. This document requires rigid controls in the manufacturing,
packaging, labeling, and distribution of agrochemicals. It also mandates an ethics code.
Kenya’s Pharmacy and Poisons Board (PPB) and the Ministry of Health are responsible
for the certification and registration of all pharmaceutical drugs manufactured or
imported into the country.
To indicate conformity with mandatory product requirements, manufacturers can
voluntarily place a KEBS mark of quality on the certified product. KEBS has the legal
authority to stop the sale of substandard products and to prosecute offending parties.
KEBS may inspect the product to ensure it conforms to KEBS or any other KEBSapproved standards; products that do not meet the standards are to withdrawn from the
market and the importer/manufacturer may be prosecuted.
Accreditation

Return to top

Accreditation bodies in Kenya include KEBS, SGS, and Bureau Veritas; however, no
mandatory accreditation for laboratories is required for any sector. In March 2005, the
GOK formed the Kenya Accreditation Services (KENAS), a quasi-government body with
both public and private sector membership to develop a national accreditation system.
KENAS is recognized by the GOK as the sole national accreditation body that provides
format recognition for Certification Bodies (CBs), Inspection Bodies (IBs) and
Laboratories throughout the country. This ensures that testing and calibration,
proficiency testing scheme providers are competent to carry out specific conformity
assessment tasks.

KENAS also registers assessors, auditors, and inspectors, and regulates training
providers of management systems. KENAS is responsible for the Accreditation of
Certification Bodies to ISO/IEC Guide 62 66 (replaced by ISO/IEC 17021:2006 in
September 2007) and 65 (including adherence to the IAF interpretation of the same and
laboratory certification to ISO/IEC 17025.) All inspection bodies are accredited to
ISO/IEC 17020 standards.
Publication of Technical Regulations
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Proposed technical regulations under the Standards Act do not normally require
notification via the official government publication, the Kenya Gazette; however, final
regulations are published in the Kenya Gazette as legal notices. By enrolling in a
corporate membership with KEBS, U.S. companies can, upon a written request to the
Managing Director of KEBS, receive proposed technical regulations that affect their
industry. They can also submit their comments on the proposed regulations for
consideration by the relevant technical committee. To obtain the list of proposed KEBS
standards, U.S. exporters can contact the Kenya Bureau of Standards, Off Mombasa
Road, Nairobi South C, P.O. Box 54974 -00200, Nairobi, Kenya; Tel: +254 (20)
6948244; Fax: +254 (20) 60403; contact Mrs. Eva Oduor , Managing Director, email:
info@kebs.org , Website: www.kebs.org).

Labeling and Marking
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Special labeling is required for certain goods including condensed milk, paints,
varnishes, vegetables, and butter. In addition, imports of pre-packaged paints and
related or similar products must be sold by metric weight or metric fluid measure.
Weights and measure indicators must be in metric form or display both metric and
imperial units (the U.S. standard). Manufacturers are required to indicate the date of
manufacture and expiry on the labels of consumable products. Labeling for
pharmaceutical products must include therapeutically active substances, inactive
ingredients, name and percentage of any bactericidal or bacteriostatic agent, expiry
date, batch number, registration number of the product, and warnings or precautions,
and the official name and business address of manufacturer.

Contacts
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Kenya Bureau of Standards
Popo Road, Off Mombasa Road, Nairobi South C
P.O. Box 54974-00200, Nairobi, Kenya
Tel: +254 (20) 6948-800, +254-722 202 137/8, +254-734 600 471/2
Fax: +254 (20) 6004-031
Contact: Mrs Eva Oduor, Managing Director
Email: info@kebs.org
Website: www.kebs.org

Trade Agreements
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Exports from Kenya enjoy preferential access to world markets under a number of
special access and duty reduction programs. Kenya is signatory to various agreements
aimed at enhancing trade amongst member states.
Multilateral Trade System (MTS)

The World Trade Organization (WTO) is the only international organization dealing with
the global rules of trade between nations. The overriding objective of the WTO is to
ensure that trade flows as smoothly, freely and predictably as possible. Kenya has been
a member of the WTO since its inception in January 1995.
Regional Markets

Kenya is a member of the East African Community (EAC) with a population of
approximately 80 million. It is also a member of the Common Market for Eastern and
Southern Africa (COMESA) with a population of approximately 380 million. Exports and
imports within member countries enjoy preferential tariff rates. EAC Member States
have signed a Protocol to establish a common Customs Union.
Moreover, the East African Community is the regional intergovernmental organization of
the Republics of Kenya, Uganda, and Tanzania, with headquarters located in Arusha,
Tanzania. The Community was officially established in1999. The EAC countries cover
an estimated area of 1.8 million square kilometers and have a population of over 80
million people and share common history, language, culture, and infrastructure. These
advantages provide the partner states with a unique framework for regional co-operation
and integration.
ACP/Cotonou Partnership Agreement

Exports from Kenya entering the European Union are entitled to duty reductions and
freedom from all quota restrictions. Trade preferences include duty-free entry of all
industrial products as well as a wide range of agricultural products including beef, fish,
dairy products, cereals, fresh and processed fruits, and vegetables. Additional
information is available at http://www.acp-eu-trade.org/
African Growth and Opportunity Act (AGOA)

Kenya qualifies for duty free access to the U.S. market under the African Growth and
Opportunity Act. Some of Kenya's major products that qualify for export under AGOA
include textiles, apparels, and handicrafts. Additional information is available at
http://www.agoa.gov.
Generalized System of Preferences (GSP)

Under the Generalized System of Preferences, a wide range of Kenya's manufactured
products are entitled to preferential duty treatment in the United States, Japan, Canada,

New Zealand, Australia, Switzerland, Norway, Sweden, Finland, Austria, and other
European countries. In addition, no quantitative restrictions are applicable to Kenyan
exports on any of the 3,000-plus items currently eligible for GSP treatment. Additional
information is available at www.unctad.org
Bilateral Trade Agreements

Kenya has signed bilateral trade agreements with several countries*:
Argentina, Bangladesh, Brazil, Bulgaria, China, Comoros, Congo (DRC), Djibouti, Egypt,
Hungary, India, Iraq, Lesotho, Liberia, Netherlands, Pakistan, Poland, Romania, Russia,
Rwanda, Somalia, South Korea, Swaziland, Tanzania, Thailand, Zambia, and
Zimbabwe.
Additional agreements are under negotiation with several additional countries:
Belarus, Czech Republic, Ethiopia, Eritrea, Iran, Kazakhstan, Mauritius, Mozambique
and South Africa
*Some countries are already members of existing schemes that offer market access/duty
reduction preferences.
Web Resources
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African Growth and Opportunity Act (AGOA) – www.agoa.gov
Common Market for Eastern and Southern Africa (COMESA) – www.comesa.int
Centers for Disease Control – www.cdc.gov
East African Community – www.eac.int
Export Administration Regulations – www.bis.doc.gov
Export Promotion Council - http://www.epckenya.org
Government Printing Office – www.gpo.govl Intergovernmental Authority on
Development (IGAD) – http://igad.int/
Kenya Customs Department – www.kra.go.ke
Kenya Bureau of Standards – www.kebs.org
Kenya Accreditation Service - http://kenyaaccreditation.org
Kenya Investment Authority – www.investmentkenya.com
Kenya plant health inspectorate Service - www.kephis.org

Ministry of Finance – www.treasury.go.ke
National Environmental Management Authority – www.nema.go.ke
The Division of Environmental Health – www.dehs.his.gov
The Bureau of Industry and Security – www.bis.doc.gov
Trade-related Aspects of Intellectual Property Rights (TRIPS) – WTO Trips site
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Kenya has enjoyed a long history of economic leadership in East Africa as the largest
and most advanced economy in the region. However, ethnically-charged post-election
violence in January-February 2008, which left approximately 1,200 dead and 600,000
displaced, caused many to reassess Kenya’s investment climate. Since then, the
economy has rebounded, but GDP growth has not returned to 2007 levels. Serious
concerns regarding corruption and governance have slowed Kenya’s economic growth,
while some neighboring countries have maintained higher growth rates and more
political stability.
The average annual growth rate of gross domestic product (GDP) in the 2000s was 3.6
percent, an increase from the 1990s average of 2.2 percent. By 2010, the growth rate
improved to 5.8 percent before falling to 4.4 percent in 2011. Economic growth in 2012 is
projected by the World Bank to have been 4.3 percent, lower than earlier projections of 5
to 6 percent growth. The Treasury of Kenya projected 6.4 percent growth projection for
the third quarter, based on expectations of favorable rains, and 6.8 percent growth for
the fourth quarter. Despite the Treasury’s optimistic growth projections, and even with
favorable weather conditions in the third quarter of 2012, nominal GDP grew by 4.7
percent (2.2 percent, seasonally adjusted). Overall GDP growth has been negatively
affected by: high interest rates, heightened insecurity due to al-Shabaab terrorist attacks
and the emergence of youth gangs, election uncertainty, and depressed global demand
due to the Euro-zone debt crisis. Tourism and horticulture have been most affected by

the slowdown in Europe. The increase in consumption expenditure in the run-up to the
March 2013 elections as well as the pick-up in the construction and trade sectors as a
result of improved access to credit, brought by falling interest rates, would accelerate
overall growth. The World Bank projects a growth rate of 5.0 percent in 2013 and 5.1
percent in 2014. The Treasury of Kenya projects the growth rate will increase to 6.5
percent in three years based on expectations of stable weather conditions, completion of
infrastructure projects, and growth of regional markets for exports. These projections
require Kenya to grow at a rate rarely seen in the past 30 years and still below the
government’s Vision 2030 target growth rate of 10 percent.
Kenya’s inflation dropped from 16.2 percent in 2008 to 9.2 percent in 2009, partly due to
a new methodology for calculating the rate, and fell further to 4.1 percent in 2010. High
inflation reemerged in 2011, however, hitting a year-on-year high of 19.72 percent in
November 2011. The average annual inflation for 2012 was 9.6 percent, compared with
13.95 percent in 2011. Inflation consistently declined from a peak of 18.3 percent in
January to 3.2 percent in December, registering 13 consecutive monthly drops in
inflation. In October, Kenya’s year-on-year inflation fell below the Central Bank’s 5
percent target. However, the decline in year-on-year inflation is driven in part by rapid
inflation in late 2011 and mask persistent monthly price increases. The average
USD/Ksh exchange rate for 2011 was 88.87, and was 84.52 for 2012. At the end of
2012, the shilling was trading at approximately 86 to the dollar.
Kenya’s economic performance and level of global competitiveness remains low relative
to global benchmarks. According to the World Economic Forum’s Global
Competitiveness Report 2012-2013, Kenya is ranked 106 out of 144 countries evaluated
countries, showing a relatively steady performance when compared to last year’s
ranking of 106 out of 139 countries ranked. The country’s strengths continue to be found
in the more complex areas measured by the Global Competitiveness Index (GCI).
Kenya’s innovative capacity is ranked an impressive 50th, with high company spending
on R&D and good scientific research institutions that collaborate well with the business
sector in research activities. Supporting this innovative potential is an educational
system that— although educating a relatively small proportion of the population
compared with most other countries—is recognized for quality (37th) as well as for onthe-job training (62nd). The economy is also supported by financial markets that are well
developed by international standards (24th) and a relatively efficient labor market (39th).
According to GCI categories, Kenya’s overall competitiveness is held back by a number
of social factors. Health is an area of serious concern (115th), with a high prevalence of
communicable diseases contributing to the low life expectancy of 57 years and reducing
the productivity of the workforce. Kenya is ranked 125th in terms of overall security. In
2011, Kenya ranks 143 of 187 countries according to the UN Human Development Index
(HDI).
Since independence in 1963, Kenya has pursued at various times import substitution
and export-oriented industrialization strategies. It is currently implementing an
industrialization strategy outlined in Sessional Paper No. 2, adopted by Parliament in
1996, which aims to transform Kenya into a fully industrial state by 2020. The strategy
emphasizes support for export industries, driven by a desire to increase their
employment potential. Vision 2030, unveiled in 2007 as the Kenyan government’s longterm plan for attaining middle-income status as a nation by 2030, buttresses the
Sessional Paper by also recognizing industrial promotion as an avenue for growth and

development. In 2012, the Ministry of Industrialization prepared the National
Industrialization Policy (NIP) in line with Vision 2030 to guide development of the
manufacturing industry. The NIP has been approved by the cabinet. The Ministry of
Industrialization is developing a legal framework to implement it.
Kenya has experienced difficulty seizing opportunities generated by trade liberalization
in developed markets to export manufactured commodities. The bulk of its exports to the
European Union are agricultural with minimal value addition: tea, coffee, cut flowers,
vegetables, fruits, and nuts. Value addition to these primary products leads to tariff
escalation in the European Union market. In addition, processed products in Kenya
attract value-added tax (VAT) which must be paid first and claimed after exporting,
through a reimbursement process in which it can take up to four years to receive the
VAT refund. In contrast, manufactured goods (mostly apparel) comprise the majority of
exports to the United States under the African Growth and Opportunity Act (AGOA). The
textile and garments industry largely depends on imported fabrics and raw materials like
cotton, viscose, polyester, denim, nylon, and acrylics, since a competitive integrated
domestic cotton industry does not exist. The overwhelming majority of Export Processing
Zones (EPZ) products are exported to the United States under AGOA, with AGOAbased exports to the United States reaching US$292 million in 2011. By the end of 2011,
Kenya has 44 designated EPZs in which 79 companies operated, employed 40,000
workers, and produced roughly 11 percent of exports.
Kenya has also ventured into services, pioneering mobile money transfers through MPesa and other innovative ICT products. The country’s regional leadership position,
however, is threatened by persistently high energy costs and interest rates, which drive
up the overall cost of doing business in Kenya. The manufacturing sector has shrunk in
recent years as a percentage of GDP, exposing a gap in the country’s ability to achieve
a fully industrialized economy by 2020. To attain this and other development goals
contained in the Vision 2030 roadmap, Kenya’s manufacturers believe the economy
must grow by double digits for the next 18 years. The country also needs to address
inefficiencies in transport logistics, especially at the Port of Mombasa. The Kenya
Association of Manufacturers (KAM) called for the need to protect local manufacturers
by banning the sale of second-hand clothes (mitumba). Local textile manufacturers
argue that the continued sale of mitumba in the local market could potentially cripple
their industry.[1]
Building upon its high ranking in innovative capacity in the GCI, Kenya is poised to
become East Africa’s information and communication technology (ICT) hub due to the
continued growth in Internet and mobile technology use. The World Bank’s 2011 Kenya
Economic Update states that over the last decade, ICT has outperformed all others
sectors in Kenya, growing at an annual average of 20 percent. The report concludes that
“The benefits of ICT are starting to be felt in other sectors, and have contributed to the
conditions for the country to reach an economic tipping point.” Kenya has four undersea
fiber cables with approximately 8.56 terabytes of bandwidth. Plans to land a fifth
undersea fiber optic cable in Kenya are underway, as part of an effort to increase the
country’s current bandwidth capacity to 15 terabytes. Kenya has over 17 million internet
users (36 percent of the population) out of which only 6 million people access the
Internet through subscription, while the rest use mobile devices to access the Internet.

ICT, especially mobile technology, is an important area of growth and innovation in the
Kenyan economy. As of December 2012, there are four mobile telecommunications
providers in Kenya: the partially government-owned Safaricom, French-owned Orange
(the mobile portion of Telkom Kenya), Indian-owned Bharti Airtel, (formerly Zain), and
Indian-owned Yu (formerly Essar Telecom). Foreign telecom companies can establish
themselves in Kenya, but must have at least 20 percent local ownership. In June 2010,
Kenya’s telecommunications regulator slashed the license fee for third-generation (3G)
mobile Internet services by 60 percent to US$10 million in order to raise market
penetration, and announced that it would not charge for an upgrade to 4G. The wider
applications of ICT are starting to reshape the structure of the economy, especially in the
financial sector.
The ICT sector is eyeing a boom in business once the government devolves services to
the county level after the March 2013 elections, especially if the government makes
more public services available online. Kenya’s new 47 county governments will require
better and faster data services to connect with one another and the national government.
Moreover, citizens likely will demand more services to be provided online, which will
increase public sector demand for ICT hardware and software. Experts have cited power
shortages, costly devices, and data usage rates as some of the main issues impeding
Internet use. With over 20,000 kilometers of fiber laid across the country, connectivity of
this traffic to retail customers still remains a challenge.
Tourism surpassed the pre-election levels with 1.26 million arrivals recorded in 2011, but
growth in 2012 is expected to be flat. Consolidated tourist arrivals through airports from
January through to September were 906,960 representing a 2.7 percent dip with
932,193 arrivals recorded in 2011 at the same period. Among the key source markets,
only India, the United States, and China registered positive growth in 2012, according
available statistic for the first three quarters of 2012. Tourist arrivals declined marginally
by 0.5 percent for the first quarter of 2012, following the murder and kidnapping of
foreign tourists in the northern coastal area of Lamu in late 2011. Several foreign
governments issued travel advisories, leading to lower resort and hotel bookings by
foreign tourists. Mombasa, located on the southern coastal area, also recorded a decline
in the number of tourists in the first eight months of 2012. Contributing factors included
incidents of terrorism and activities of the secessionist Mombasa Republican Council
(MRC); lower arrivals from Europe due to the economic impact of the Euro-zone crisis;
and withdrawal of charter flights to Mombasa as well as other international airlines
operating flights to Kenya.[2]
The Kenyan government focuses its investment promotion on opportunities that earn
foreign exchange, provide employment, promote backward and forward linkages, and
transfer technology. The only significant sectors in which investment (both foreign and
domestic) are constrained are those where state corporations still enjoy a statutory
monopoly. These monopolies are restricted almost entirely to infrastructure (e.g., power,
telecommunications, and ports), although there has been partial liberalization of these
sectors. For example, in recent years, five Independent Power Producers (IPPs) have
begun operations in Kenya.
In late 2010, the ratings agency Standard & Poor’s (S&P) upgraded Kenya’s sovereign
debt rating to B+/B (long-term/short-term) with a stable outlook. The rating is based on
S&P’s “expectation of continued political stability, fairly resilient economic growth,

improving inflation performance, and continued moderately high deficits, but with more
spending on growth-enhancing infrastructure investment.” S&P could lower the rating if
“political tensions were to flare up, significant currency pressures were to re-emerge, or
fiscal or monetary performances were to deteriorate significantly.”
In November 2012, Moody’s initiated coverage of Kenya, Nigeria, and Zambia. The
rating agency assigned Kenya a long-term foreign and local currency rating of ‘B1’ with a
stable outlook. It cited economic resilience in the face of various shocks in recent years
and a commitment to governance reforms as underpinning the rating. Moody’s also said
that even though the debt burden was high, the government had followed prudent fiscal
policies in recent years. The report also highlighted risks from the 2013 election,
increased activity of militants, a widening current account deficit, and volatile short-term
flows. For future Moody’s upgrades, the country needs to diversify the economy and
make ‘significant improvements’ in strengthening financial institutions. The country risks
a downgrade if there is prolonged political instability following the 2013 election or
deterioration in overall security. Moody’s rating is similar to the ‘B+’ rating of S&P and
Fitch, so this rating affirms the views expressed by other agencies.
The respective roles of the public and private sectors have evolved since independence,
with a shift in emphasis from public investment to private sector-led investment. The
Kenyan government has introduced market-based reforms and provided more incentives
for both local and foreign private investment. Foreign investors seeking to establish a
presence in Kenya generally receive the same treatment as local investors, and
multinational companies make up a large percentage of Kenya's industrial sector.
Furthermore, there is no discrimination against foreign investors in access to
government-financed research, and the government's export promotion programs do not
distinguish between local and foreign-owned goods. The ability of foreigners to lease
land classified as agricultural is restricted by the Land Control Act. Consequently, the
Land Control Act serves as a barrier to any agro-processing investment that may require
land. Exemption from this act can be acquired via a presidential waiver, but the opaque
process has led to complaints about excessive bureaucracy and patronage.
The Companies Ordinance, the Partnership Act, the Foreign Investment Protection Act,
and the Investment Promotion Act of 2004 provide the legal framework for foreign direct
investment (FDI). To attract investment, the Kenyan government enacted several
reforms, including: abolishing export and import licensing, except for a few items listed in
the Imports, Exports and Essential Supplies Act; rationalizing and reducing import tariffs;
revoking all export duties and current account restrictions; introducing a free-floating
exchange rate; allowing residents and non-residents to open foreign currency accounts
with domestic banks; and removing restrictions on borrowing by foreign as well as
domestic companies. In 2005, the Kenyan government reviewed its investment policy
and launched a private sector development strategy. One component of this effort was a
comprehensive policy review by UNCTAD that was the basis for the 2005 UNCTAD
Investment Guide to Kenya, published in conjunction with the International Chamber of
Commerce (ICC).
Kenya's investment code, articulated in the Investment Promotion Act of 2004, which
came into force in 2005, streamlined the administrative and legal procedures to create a
more attractive investment climate. The Act’s objective is to attract and facilitate
investment by assisting investors in obtaining the licenses necessary to invest and by

providing other assistance and incentives. The Act replaced the government's
Investment Promotion Center with the Kenya Investment Authority (KenInvest); however,
the law also created some new barriers. It set the minimum foreign investment threshold
at US$500,000 and conditioned some benefits on obtaining an investment certificate
from KenInvest. The government later revised the minimum foreign investment threshold
to US$100,000 as an amendment to the act. The minimum investment requirement is
likely to deter foreign investment, especially in the services sector, which is normally not
as capital-intensive as the agriculture and manufacturing sectors. Another amendment
made the foreign investment certificate requirement optional.
Further regulatory reforms include the Licensing Act of 2007, which eliminated or
simplified 694 licenses, and a 2008 reduction in the number of licenses required to set
up a business from 300 to 16. The Business Regulation Act of 2007 established a
Business Regulatory Reform Unit within the Ministry of Finance to continue the
deregulation process. In 2009, Kenya launched a national e-Registry to ease business
license processing and help improve transparency.
A law passed in June 2007 reduced the maximum share of foreign ownership for
companies listed on the Nairobi Stock Exchange (NSE) from 75 percent to 60 percent,
creating a disincentive for foreign-owned firms interested in an NSE listing. Although the
regulation is not applicable retroactively, it does compel companies with a foreign
presence of more than 60 percent to downgrade foreign shareholding before they can
apply to the NSE, effectively barring these firms from selling excess shares to nonKenyans.
Work permits are required for all foreign nationals wishing to work in the country. The
Kenyan government issues permits for key senior managers and personnel with special
skills not available locally. Firms seeking to hire expatriates must demonstrate that the
requisite skills are not available locally through an exhaustive search, although the
Ministry of Labor plans to replace this requirement with an official inventory of skills that
are not available in Kenya, as discussed below. Firms must also sign an agreement with
the government describing training arrangements for phasing out expatriates.
A number of infrastructural, regulatory, and security-related constraints prevent the
Kenyan economy from realizing its potential. The 2012 UNCTAD Investment Guide to
Kenya provides comprehensive analyses of investment trends, opportunities, and the
regulatory framework in the country According to this guide, Kenya faces several key
structural challenges, most notably the absence of a reliable and affordable power
supply. Many companies invest in costly backup generators to ensure a steady supply of
electricity. Tax administration is another significant concern. Investors often face delays
in obtaining VAT and other withholding refunds, and the customs clearance process can
be drawn out as goods are subject to a multiplicity of inspections. Insecurity driven by
domestic and foreign factors is another major concern, though the Kenyan government
has taken important steps recently to improve its ability to monitor and respond to
security incidents.
An April 2008 survey conducted by the Kenya Association of Manufacturers (KAM),
identified constraints similar to those in the UNCTAD report and concluded that Kenya's
business climate generally is hostile. According to KAM, energy costs in Kenya
constitute as much as 40 percent of total manufacturing costs. Manufacturers in Kenya

pay an average of US$0.134/kW of electricity, but their counterparts in Egypt pay
US$0.05/kW. KAM reported that because of the costly investment climate, a number of
companies have opted to shift from manufacturing to trading, while others have
abandoned the Kenyan market altogether. After examining firms’ decisions to close or
relocate over the past decade, KAM deemed that legitimate commerce in Kenya is
inhibited by:
(a) unfair foreign competition, which dumps counterfeit and pirated products
(cosmetics, toiletries, batteries, tires, car parts, medicines, books, electronic
media, and software) and secondhand clothes and shoes into the market; passes
off new footwear and other apparel items as secondhand to avoid tariffs; and
under-invoices imports;
(b) the high cost of manufacturing due to exorbitant electricity tariffs, poor
infrastructure (notably roads and rails), and hefty transport costs;
(c) periodic unavailability of raw materials such as crude oil;
(d) labor laws that compel private companies, rather than government, to provide
their employees with a social safety net, including paternity and maternity leave
and health care, all of which is taxable;
(e) low productivity, lack of worker discipline, and strong labor unions focused on
obtaining higher wages and benefits;
(f) onerous licensing requirements and harassment over petty demands (which
could be interpreted as demands for bribes); and
(g) the failure of the Kenya Revenue Authority (KRA) to process corporate tax and
value added tax (VAT) refunds expeditiously.
KAM noted that Kenya’s export markets have also been diversified away from an overreliance on Europe to regional markets in Africa. According to the Kenya Economic
Survey 2012, Africa is the dominant export destination for Kenyan goods, while Asia is
the leading source of Kenya’s imports. Currently Kenya exports three times more than it
did 10 years ago—mostly manufactured goods and services—to new markets rather
than unprocessed products they sold traditionally.
A recent survey of 145 CEOs by the Kenya Private Sector Alliance (KEPSA) found that
high energy costs, the high cost of credit, and insecurity are major constraints for
Kenyan businesses. Energy topped the list, with 63 percent of surveyed CEOs citing the
cost of electricity as a key concern; 61 percent mentioned the high cost of credit, and 59
percent mentioned insecurity. Other major concerns were high taxes (54 percent),
political instability (50 percent), and poor infrastructure (48 percent). Kenyan CEOs were
somewhat less optimistic than their Ugandan and Tanzanian counterparts, with 53.8
percent indicating they are confident about future economic prospects, compared to 65.8
in Uganda and 65.4 in Tanzania. This reflects a significant decrease from the last
KEPSA survey, conducted in February 2010, in which 68.6 percent of Kenyan
executives expressed confidence. The chairman of KEPSA attributed the decrease to
uncertainty regarding the March 2013 elections.

The Kenyan government has taken a number of steps to make the country more
appealing for foreign and domestic private investment. In August 2008, Prime Minister
Raila Odinga began holding quarterly meetings as part of a public-private dialogue
called the "National Business Agenda" with the chairpersons of KAM, KEPSA, the East
Africa Business Council (EABC), and other business leaders to discuss how to improve
the country's business climate. As a result of the first meeting, Prime Minister Odinga
and President Mwai Kibaki ordered that the Port of Mombasa operate on a 24-hour
basis, the number of roadblocks and weigh stations on the Mombasa-Nairobi-Busia
Northern Corridor Highway be dramatically reduced, and that the Kenya Ports Authority
(KPA), the Kenya Bureau of Standards (KEBS), and the KRA harmonize their
regulations and adopt a common accreditation and computerized clearance system to
expedite cargo inspection and clearance. The government dealt with the port and
roadblock issues, and continues to address harmonization issues. Subsequently,
President Kibaki and then-Acting Finance Minister John Michuki ordered that VAT be
reduced or eliminated on energy inputs. The Treasury announced in late November
2008 that it would suspend a 120 percent excise duty on the manufacture of plastics.
In keeping with its privatization strategy, the government announced in mid-December
2008 that it would sell its shares in 16 parastatals, including the National Bank of Kenya,
the Kenya Electricity Generating Company (KenGen), the Kenya Pipeline Company, the
KPA, and various sugar, cement, dairy, wine, and meat processing firms. The
government also put hotels owned by the Kenya Tourism Development Authority up for
sale in 2009. In December 2008, the Cabinet approved the proposed legal and
institutional framework for public-private partnerships, thereby authorizing private firms
to sign management contracts, leases, concessions, and/or build-own-operate-transfer
(BOOT) agreements with the government on various infrastructure projects such as
water, energy, ports, and roads.
The process of privatizing government parastatals to finance a budget deficit stalled in
2010 after Parliament declined to ratify names submitted for the Privatization
Commission by then-Finance minister Uhuru Kenyatta on the basis that the
appointments violated standing procedures. In November 2011, Finance Minister Njeru
Githae appointed members of the commission, clearing the way for the sale of
government assets. The newly installed Privatisation Commission’s plan to sell 23 stateowned assets has received Cabinet’s approval. Three state-owned hotels, five sugar
companies and government-owned Kenya Wine Agencies are top on the list of assets to
be privatized.
High taxes are a further hindrance to competitiveness for firms operating in Kenya.
Consequently, tax evasion is a major concern for the KRA. Kenya has a large number of
unregistered or informal businesses known as “jua kali,” which according to the
government’s 2012 Economic Survey engages approximately 80.6 percent of the
workforce. In 2013, the KRA is expected to fully roll out an online system to register, file
returns, and make payments which is expected to ease tax compliance for businesses in
Kenya.
According to the Paying Taxes 2013 report by World Bank, International Finance
Corporation (IFC), and PricewaterhouseCoopers (PwC), Kenya is ranked 164th of 185
countries overall for the ease of paying taxes.[3] Kenya’s total tax rate of 44.4 percent is
comprised of 28.1 percent tax on profits, 6.8 percent on labor, and 9.5 percent on other

taxes. Regionally, Kenyan firms carry a heavy tax burden, ahead of Tanzania (45.3
percent) and Burundi (53.0 percent), but trailing Uganda (37.1 percent) and Rwanda
(31.3 percent). According to the study, Kenya has five different tax payment dates each
month for VAT, corporate profits, withholdings, social security, and health. In total,
Kenyan firms have to contend with 41 different tax payments cutting across 16 tax
regimes, which take 340 person-hours to file, compared to the global average of 27 tax
payments and 267 hours.
Branches of non-resident companies pay tax at the rate of 37.5 percent; the government
generally defines taxable income to be income sourced in or from Kenya. VAT is levied
on goods imported into or manufactured in Kenya, and on taxable services provided.
The standard VAT rate is 16 percent, although the rate charged on a given transaction
varies depending on a range of factors. Discussion by the government on VAT in early
2011 focused on reducing or eliminating exemptions to create a broader revenue base
rather than raising rates.
In March 2011, the Kenya Revenue Authority (KRA) received the ISO 9001:2008 system
certification standard for the scope ‘assessment and collection of revenue for the
administration and enforcement of the laws relating to revenue and for connected
purposes.’ The ISO 9001:2008 standard is the latest publicly available and
internationally recognized set of benchmark standards for customer focused quality
management principles.
Kenya was formally admitted as a full member of the Inter American Centre of Tax
Administration (CIAT) during the 45th General Assembly held in Quito, Ecuador in April
2011. The KRA has been actively involved in CIAT and other major international
organizations responsible for setting international standards and best practices in
revenue administration.
After Kenya joined the Global Forum on Transparency and Exchange of Information for
Tax Purposes in July 2010, the KRA also became a member of the Forum’s Advisory
Panel. This Panel advises the Forum’s Steering Committee on strategies to help
developing countries combat international tax avoidance.
KRA and the Directorate of Customs & Excise (DGDA) of the Democratic Republic of
Congo signed a Memorandum of Understanding (MOU) in Nairobi, Kenya in March
2011. The MOU will enable KRA and DGDA to work more closely towards achieving
productive working relations, enhancing enforcement activities and mobilizing revenue
collection for both Kenya and the DRC. The cooperation and administrative assistance
within the framework of the MOU will be implemented within the national laws and
customs regulations in combating offences detrimental to Kenya and the DRC. The
MOU will also enhance prevention of transnational organized crimes that range from
smuggling to proliferation of weapons of mass destruction and terrorism.
In 2011, KRA introduced an online PIN and tax compliance certificate (TCC) verification
system. Over the years, the PIN has become a vital document for any individual or
company wishing to conduct various transactions, including opening a bank account,
registering a title deed, and obtaining various government approvals. Other PIN-required
services include importation of goods, payment of deposits for power connections, and
government contracts for goods and services. Similarly, a TCC is mandatory for

businesses that conduct transactions with government agencies and public bodies. The
new verification system, known as the PIN & TCC Checker, enables the public to verify
PIN and TCC for authenticity and validity. The KRA introduced the facility following
numerous complaints of fake PINs and TCCs in circulation. The TCC is issued to
business companies with a clean tax record and is normally valid for a period of six
months.
In 2008, President Kibaki signed into law the Anti-Counterfeit Act, which established a
dedicated Anti-Counterfeit Agency and created a strong legal framework to combat the
widespread trade in counterfeit goods, most often imported to Kenya from Asia. In June
2010, the Ministry of Industrialization launched the Anti-Counterfeit Agency (ACA), which
has since struggled to build capacity as a result of insufficient funding. The ACA’s
effectiveness is hindered by a lack of clarity regarding its role and relationship to other
Kenyan agencies with a stake in intellectual property protection, such as KRA, the
Kenya Bureau of Standards (KEBS), the Kenya Copyright Board, and the Pharmacy and
Poisons Board. Interagency cooperation has proved difficult. Furthermore, the
government has yet to adopt regulations to guide implementation of the Act.
In a separate attempt to combat the importation of counterfeits, the Ministry of
Industrialization and the KEBS decreed in 2009 that all locally manufactured goods must
have a standardization mark issued by KEBS, and several categories of imported goods,
specifically food products, electronics, and medicines, must have an import
standardization mark (ISM). Under this new program, U.S. consumer-ready products
may enter the Kenyan market without altering the U.S. label under which the product
would normally be marketed in the United States but must also carry an ISM. Once the
product qualifies for a Confirmation of Conformity, however, KEBS will issue the ISM
free of charge. The legislative body of the East African Community (EAC) is currently
considering a regional anti-counterfeiting bill, which would harmonize these laws across
the five member-states as well as increase the authority of port countries like Kenya to
inspect and seize suspicious transit good shipments destined for neighboring landlocked countries.
The East Africa Community (EAC), which includes Kenya, Tanzania, Uganda, Rwanda,
and Burundi, aims to widen and deepen cooperation among the member-states in
political, economic, social, and other fields for mutual benefit. Together, these countries
represent a significant economic bloc with a combined population of more than 133
million and a combined gross domestic product of US$79 billion. While integration has
progressed slowly, the regional group has the potential to become a significant
economic and geopolitical player. The EAC Customs Union and Common Market
officially came into effect in January and July 2010, respectively, but actual
implementation will take a substantial amount of time. Discussions regarding a Monetary
Union, and ultimately a Political Federation, have stalled, and are viewed by many
observers as unrealistic in the near-term.
EAC member states, including Kenya, have not passed many of the laws required to
fully implement the Common Market protocol, and enforcement of the Customs Union at
border crossings is inconsistent. Among the issues to be resolved are centralized
collection of revenue at the first point of entry into the EAC and management of transit
cargo in a borderless region. Non-tariff barriers (NTBs) also remain an obstacle to
greater EAC integration. A November 2012 report from Trademark East Africa and

Transparency International-Kenya focuses on bribery as a major NTB in the EAC where
bribery is an expected expense for transportation businesses.[4]
The EAC has made slow progress towards implementing a Monetary Union and
subsequently missed the deadline originally set for 2012. EAC member states have had
difficulty agreeing on coordinated approaches to budgets, inflation, foreign exchange
reserves, government debts, and exchange rates, harmonization of which will be critical
to formation of a Monetary Union with a common currency. Some of the institutions still
to be established include a Customs Union Authority, Common Market Authority,
Monetary Union Authority, Central Bank for the Monetary Union, and a Unified Federal
Treasury.
Kenya rose to a rank of 139 out of 176 countries from 154 out of 183countries on
Transparency International’s (TI) 2012 Corruption Perceptions Index, due to a marginal
increase in its score from 2.1 to 2.2. The 2012 Heritage Foundation Index of Economic
Freedom places Kenya 103rd out of 179 countries, an increase of three places compared
to the 2011 ratings, despite its score remaining virtually unchanged at 57.5 compared to
57.4 in 2011. The 2013 World Bank Doing Business Survey placed Kenya at 121, a drop
of 4 places compared to 2012 and a drop of 37 places since 2009. Kenya’s Millennium
Challenge Corporation (MCC) scorecard for fiscal year 2013 shows modest gains in
government effectiveness, rule of law, control of corruption, land rights and access, and
regulatory quality compared to 2012.[5]

Measure

Year

Index/Rating

TI Corruption Index

2012

139 out of 176

Heritage Foundation’s Economic Freedom Index

2012

103 out of 179

World Bank’s Doing Business Report

2013

121 out of 185

MCC Gov’t Effectiveness

2013

0.34 (78%)

MCC Rule of Law

2013

-0.10 (44%)

MCC Control of Corruption

2013

-0.04 (47%)

MCC Fiscal Policy

2013

-4.8 (25%)

MCC Trade Policy

2013

66.7% (48%)

MCC Regulatory Quality

2013

0.60 (93%)

MCC Business Start Up

2013

0.907 (53%)

MCC Land Rights Access

2013

0.71 (90%)

MCC Natural Resources Management

2013

67.0 (60%)

Conversion and Transfer Policies
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Kenya is an open economy with a liberalized capital account and a floating exchange
rate. For the past year, the Kenya Shilling has been fluctuating between 83-85 against
the US Dollar.
Kenya’s Foreign Investment Protection Act (FIPA) guarantees capital repatriation and
remittance of dividends and interest to foreign investors, who are free to convert and
repatriate profits including un-capitalized retained profits (proceeds of an investment
after payment of the relevant taxes and the principal and interest associated with any
loan). Kenya has no restrictions on converting or transferring funds associated with
investment. Kenyan law requires the declaration of amounts above Ksh 500,000
(US$5,920) as a formal check against money laundering. Foreign exchange is readily
available from commercial banks and foreign exchange bureaus and can be freely
bought and sold by local and foreign investors. The Kenyan shilling has a floating
exchange rate tied to a basket of foreign currencies. A floating exchange rate policy was
adopted in Kenya in 1993, allowing the central bank to conduct an independent
monetary policy to fight inflation. Interaction between economic agents and firms
determine the relative prices between the domestic and foreign currencies (the
exchange rate) with the domestic price level left indeterminate. The existing framework
requires that the Treasury specifies a price target to be pursued by the Central Bank of
Kenya (CBK). The CBK coordinates monetary policy and expectations towards the
achievement of the target. This has enhanced the evolution of monetary policy and
increased transparency.
Since 2008, Kenya’s foreign exchange market has experienced, either directly or
through contagion effects, six major shocks of differing magnitudes attributable to a
number of factors, including: the post-election violence of 2007-2008, the Safaricom
initial public offering (IPO) of 2008, the U.S. subprime mortgage crisis in late 2008, the
Greek debt and Irish banking crises of 2010, and the oil price surge arising from the
political instabilities in the Middle East and North Africa region. In 2011, turbulence in the
U.S. and European debt markets sparked a flight to safety, as international investors
converted their liquid asset holdings to currencies considered ‘safer’.
The shilling was relatively stable in recent years until late 2007, when it increased
significantly in value against the dollar, trading briefly below 60 to the dollar. In the
aftermath of the 2008 post-election violence, both the economy and the shilling suffered
a serious decline. The shilling stabilized in 2009 and 2010, trading between Ksh 75 and
Ksh 82 to the dollar, but high inflation and other factors contributed to severe exchange
rate volatility in late 2011. The shilling depreciated to Ksh 107 to the dollar in October
2011 and then appreciated to nearly Ksh 80 to the dollar in late December 2011 as a
result of aggressive central bank intervention and lower global prices on imported
commodities.
To anchor inflationary expectations and stabilize the exchange rate, the CBK’s Monetary
Policy Committee (MPC) shifted to a tight monetary policy stance in March 2011. The
MPC raised the Central Bank Rate (CBR) to 18.00 percent in December 2011 and lifted
the banks’ cash reserve ratio (CRR) from 4.75 percent to 5.25. In July 2012, the MPC
began to lower the CBR which ended 2012 at 11 percent. The decline of year-on-year
inflation, which dropped to 3.2 percent in December 2012 from a high of 19.72 percent in

November 2011, has given the MPC room to relax monetary policy, which should
stimulate credit demand and economic growth. Commercial banks have also lowered
their lending rates, though spreads remain on average at approximately 17 percent, as
of November 2012.

Expropriation and Compensation
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Kenyan investment law is modeled on British investment law. The Companies Act, the
Investment Promotion Act, and the Foreign Investment Act are the main pieces of
legislation governing investment in Kenya. Kenyan law provides protection against the
expropriation of private property, except where due process is followed and adequate
and prompt compensation is provided. Various bilateral agreements with other countries
also guarantee further protection. Expropriation may only occur for either security
reasons or public interest. The Kenyan government may revoke a foreign investment
license if (1) an untrue statement is made while applying for the license; the provisions of
the Investment Promotion Act or of any other law under which the license is granted are
breached; or, if (2) there is a breach of the terms and conditions of the general authority.
The Investment Promotion Act of 2004 provides for revocation of the license in instances
of fraudulent representation to KenInvest by giving a written notice to the investor
granting 30 days from the date of notice to justify maintaining the license. In practice,
KevInvest rarely revokes licenses.
Judicial System
Kenya’s judicial system is modeled after the British, with magistrates’ courts, high courts
in major towns, and a Court of Appeal at the apex of the judicial system. Immediately
below the high courts are subordinate courts consisting of the Khadis Courts, the
Resident Magistrate’s Courts, the District Magistrate’s Courts, and the Court Martial (for
members of the Armed Forces). In addition, a separate Industrial Court hears disputes
over wages and labor affairs. Petitioners cannot appeal its decisions, except on
procedural grounds. Kenya also has Commercial Courts to deal with commercial
disputes. The Companies Act of 1948 provides the foundation for company and
investment law. Property and contractual rights are enforceable, but long delays in
resolving commercial cases are common.
The new constitution, when fully implemented, will change the court system dramatically.
Kenya now has a Supreme Court, a Court of Appeal, a Constitutional Court, and a High
Court. In addition, the subordinate courts, Magistrates, Khadis, and Courts Martial, will
remain, as will the Commercial Court. The former Industrial Court has been replaced
with an Employment Relations Court that has expanded authority to hear individual
employment-related complaints.
The Foreign Judgments (Reciprocal Enforcement) Act provides for the enforcement in
Kenya of judgments given in other countries that accord reciprocal treatment to
judgments given in Kenya. Kenya has entered into reciprocal enforcement agreements
with Australia, the United Kingdom, Malawi, Tanzania, Uganda, Zambia, and Seychelles.
Without such an agreement, a foreign judgment is not enforceable in the Kenyan courts
except by filing suit on the judgment. Kenyan courts generally recognize a governing-law

clause in an agreement that provides for foreign law. A Kenyan court would not give
effect to a foreign law if the parties intended to apply it in order to evade the mandatory
provisions of a Kenyan law with which the agreement has its most substantial
connection, and which the court would normally have applied.
Foreign advocates are not entitled to practice in Kenya unless a Kenyan advocate
instructs and accompanies them, although a foreign advocate may practice as an
advocate for the purposes of a specified suit or matter if appointed to do so by the
Attorney General. All advocates in private practice are members of the Law Society of
Kenya (LSK). Advocates in public service are not required to join L

Dispute Settlement
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The legal system in Kenya is adversarial, and most disputes are resolved through
litigation in court; although arbitration and alternative dispute resolution, which are
governed by the Arbitration Act, are becoming increasingly popular. Parties opting to
refer their present or future differences to arbitration must include an arbitration clause in
their agreement. The authority of an arbitrator appointed by virtue of such an agreement
is irrevocable, except by leave of the High Court or unless a contrary intention appears
in the agreement. Facilities for alternative dispute resolution are provided by Kenya’s
Dispute Resolution Centre. In addition, The Chartered Institute of Arbitrators has a
Kenya chapter.
Kenya is also a member of the International Centre for the Settlement of Investment
Disputes (ICSID), a World Bank agreement for the settlement of disputes between
States and Nationals of other States. Under this agreement, Kenya is required to
recognize ICSID arbitral awards.
The Foreign Judgments (Reciprocal Enforcement) Act (Chapter 43, Laws of Kenya)
provides for the enforcement in Kenya of judgments given in other countries that accord
reciprocal treatment to judgments given in Kenya. The countries with which Kenya has
entered into reciprocal enforcement agreements are Australia, Malawi, Rwanda,
Seychelles, United Republic of Tanzania, Uganda, the United Kingdom and Zambia.
Without such an agreement, a foreign judgment is not enforceable in the Kenyan courts
except by filing suit on the judgment.
Kenyan courts would, as a general rule, recognize a governing-law clause in an
agreement that provides for foreign law. However, the selection of such a law must be
real, genuine, bona fide, legal and reasonable. A Kenyan court would not give effect to a
foreign law if the parties intended to apply it in order to evade the mandatory provisions
of a Kenyan law with which the agreement has its most substantial connection and
which, for this reason, the court would normally have applied.
Bankruptcies are governed by the Bankruptcy Act (2009); creditors' rights are
comparable to those in other common law countries. Monetary judgments typically are
made in Kenyan shillings. The government does accept binding international arbitration
of investment disputes with foreign investors. In addition to being a member of the
ICSID, Kenya is a party to the New York Convention on the Enforcement of Foreign
Arbitral Awards (1958).

Kenya is a member of the World Bank-affiliated Multilateral Investment Guarantee
Agency (MIGA), which issues guarantees against non-commercial risk to enterprises
that invest in member countries. It is also a signatory to the Convention on the
Settlement of Investment Disputes between States and Nationals of Other States, which
established ICSID. Kenya is also a member of the Africa Trade Insurance Agency
(ATIA), as well as many other global and regional organizations and treaties, including
the Common Market for Eastern and Southern Africa (COMESA); the Cotonou
Agreement between the European Union and the African, Caribbean and Pacific States
(ACP); the East African Community (EAC); the Paris Convention on Intellectual
Property, the Universal Copyright Convention, and the Berne Copyright Convention; the
World Intellectual Property Organization (WIPO); and the World Trade Organization
(WTO). Kenya has also signed double taxation treaties with a number of countries,
including Canada, China, Germany, France, Japan, Netherlands, and India. On
November 27, 2007, Kenya joined with its EAC sister states in signing the first-ever
interim economic partnership agreement (EPA) with the European Community (EC).
EPA negotiations between Kenya and the European Union are ongoing. The EAC
signed a Trade and Investment Framework Agreement (TIFA) with the United States in
2008. In October 2012, the EAC and the United States launched talks on a new trade
and investment partnership that includes a regional investment treaty, a commercial
dialogue, and a trade facilitation agreement. Kenya is an active beneficiary of trade
preferences under the African Growth and Opportunity Act (AGOA) particularly in textiles
and apparel.
Performance Requirements and Incentives
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Investors in the manufacturing and hotel sectors are able to deduct from their taxes a
large portion of the cost of buildings and capital machinery. The government allows all
locally financed materials and equipment (excluding motor vehicles and goods for
regular repair and maintenance) for use in construction or refurbishment of tourist hotels
to be zero-rated for purposes of VAT calculation. The Ministry of Finance permanent
secretary must approve such purchases. The government permits some VAT remission
on capital goods, including plants, machinery, and equipment for new investment,
expansion of investment, and replacement. The investment allowance under the Income
Tax Act is set at 100 percent. Materials imported for use in manufacturing for export or
for production of duty-free items for domestic sale qualify for the investment allowance.
Approved suppliers, who manufacture goods for an exporter, are also entitled to the
same import duty relief. The program is also open to Kenyan companies producing
goods that can be imported duty-free or goods for supply to the armed forces or to an
approved aid-funded project.
Firms operating in Export Processing Zones (EPZ) are provided a 10-year corporate tax
holiday and 25 percent tax rate thereafter (the statutory corporate tax rate is 30 percent,
but the overall tax rate is 44.4 percent); a 10-year withholding tax holiday on dividend
remittance; duty and VAT exemption on all inputs except motor vehicles; 100 percent
investment deduction on capital expenditures for 20 years; stamp duty exemption;
exemption from various other laws; exemption from pre-shipment inspection; availability
of on-site customs inspection; and work permits for senior expatriate staff. Kenya’s EPZ
law allows manufacturers and service providers to sell up to 20 percent of their output in

the domestic market. Manufacturers are liable for all taxes on products sold
domestically, however, plus a 2.5 percent surcharge.
By the end of 2011, Kenya had 44 designated EPZs in which 79 companies were
operating. Most EPZ firms operate in factory space managed by the EPZ Authority
(EPZA). According to figures provided by the EPZA for 2011, EPZ firms employed
32,043 Kenyans and 421 expatriates, who typically serve in mid to senior-level
management roles. EPZ firms exported goods worth US$438.2 million in 2011, or
roughly 8 percent of total Kenyan exports.
The preferential access and duty free status accorded to Kenyan apparel exports under
AGOA fueled an increase in the number of textile factories in Kenya, which along with
handicrafts, constitute the bulk of Kenya’s exports under AGOA. EPZ firms servicing
AGOA-related contracts employ nearly 80 percent of all EPZ workers and account for
roughly 50 percent of total EPZ exports. Kenyan EPZ firms exporting under AGOA
employed 25,169 workers directly in 2011, and exported goods worth nearly US$236
million, according to the EPZA.
In order to better take advantage of AGOA, in 2011 Kenya’s Ministry of Trade launched
an AGOA Unit charged with developing and implementing a national AGOA strategy;
conducting research and market analysis to inform AGOA policies and activities;
identifying products for potential export under AGOA; advising the Minister of Trade on
all AGOA-related matters; performing regional and county-level outreach to educate the
Kenyan public about AGOA; and liaising with AGOA stakeholders across the Kenyan
government and within the private sector and civil society.
The government’s Manufacturing Under Bond (MUB) program is meant to encourage
manufacturing for export by exempting participating enterprises from import duties and
VAT on imported plant, machinery, equipment, raw materials, and other imported inputs.
The program also provides a 100 percent investment allowance on plant, machinery,
equipment, and buildings. Participating companies must export goods produced under
the MUB system. If not exported, the goods are subject to a surcharge of 2.5 percent,
and imported inputs used in their production are subject to all other tariffs and other
import charges. The program is open to both local and foreign investors, and is
administered by the KRA.
Under the Firearms Act and the Explosives Act, manufacturing and dealing in firearms
(including ammunition) and explosives requires special licenses from Chief Firearms
Licensing Officer and the Commissioner of Mines and Geology, respectively.
Technology licenses are subject to scrutiny by the Kenya Industrial Property Institute
(KIPI) to ensure that they are in line with the Industrial Property Act. Licenses are valid
for five years and are renewable. Manufacturing and dealing in narcotic drugs and
psychotropic substances is prohibited under the Narcotics Drugs and Psychotropic
Substances Act.
The government does not steer investment to specific geographic locations but
encourages investments in sectors that create employment, generate foreign exchange,
and create forward and backward linkages with rural areas. The law applies local
content rules but only for purposes of determining whether goods qualify for preferential
duty rates within COMESA and the EAC.

Although Kenya does not generally set minimums for Kenyan ownership of private firms
or require companies to reduce the percentage of foreign ownership over time, a number
of sectors do face restrictions. According to the World Bank’s 2010 Investing Across
Borders Report, Kenya restricts foreign ownership in more sectors than most other
economies in sub-Saharan Africa. Foreign ownership of insurance and
telecommunications companies is restricted to 66.7 percent and 80 percent,
respectively, although the government allows telecommunications companies a threeyear grace period to find local investors to achieve the local ownership requirements.
There is discussion of scrapping the local ownership policy in telecommunications
entirely. Foreign equity in companies engaged in fishing activities is restricted to 49
percent of the voting shares under the Fisheries Act. In June 2007, the level of foreign
ownership allowed for companies seeking a listing on the NSE was decreased from 75
to 60 percent. This change was not applied retroactively. Foreign investors are free to
obtain financing locally or internationally. As noted above, there is no discrimination
against foreign investors in access to government-financed research, and the
government's export promotion programs do not distinguish between local and foreignowned goods.

Right to Private Ownership and Establishment
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Private enterprises can freely establish, acquire, and dispose of interest in business
enterprises. The Kenyan legal system is quite flexible on exit options, which normally are
determined by the agreement that the investor has with other investors. The Companies
Act specifies how a foreign investor may exit from an incorporated company. In practice,
a company faces no obstacles when divesting its assets in Kenya, if the legal
requirements and licenses have been satisfied. The Companies Act gives the
procedures for both voluntary and compulsory winding-up processes. Many U.S.
companies remain in the market and continue to do well. The typical reason given for a
firm closing its factories in Kenya is restructuring to cut costs and improve efficiency in
its African markets. The high cost of production as a result of poor infrastructure,
inadequate protection of intellectual property rights, and unreliable and expensive
electrical power continues to frustrate Kenya’s manufacturing sector, even as economic
growth forges ahead.
As noted above, the Land Control Act restricts the ability of foreigners to own or lease
land classified as agricultural, and requires a presidential waiver. Furthermore, under the
new constitution only Kenyan citizens, whether male or female, or incorporated
companies whose majority shareholders are Kenyan citizens may own land; foreigners
are restricted to 99 year leases. Since January 2003, the government sought to nullify all
illegally acquired land. The question of title to land acquired irregularly under the Moi
government is the subject of continued controversy. This issue is of particular
importance to overall economic performance and access to credit as land secures
approximately 80 percent of bank loans in Kenya.
Kenya has a long history of land-related conflict and corruption. Despite the agreement
that ended the 2007-2008 post-election violence, there has been considerable delay in
implementing land reforms. Agenda 4 of the National Accord that formed the Grand
Coalition Government in 2008 sought to address historical injustices in terms of land
ownership and distribution. Many land transactions continue to suffer delay since the

moratorium placed on public and trust/community land by the Cabinet in 2012 will only
cease when members of the newly appointed National Land Commission (NLC) take
office. The NLC was created to manage public land, advise the government on land
policy, and investigate and recommend solutions to current and historical land-related
conflicts or injustices.

Protection of Property Rights
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Secured interests in property are recognized and enforced. In theory, the legal system
protects and facilitates acquisition and disposition of all property rights, including land,
buildings, and mortgages. In practice, obtaining a title to land is a cumbersome and often
non-transparent process, which is a serious impediment to new investment, frequently
complicated by improper allocation of access and easements to third parties. There is
also a general unwillingness of the courts to permit mortgage lenders to sell land to
collect debts.
Kenya has a comprehensive legal framework to ensure intellectual property rights (IPR)
protection, which includes the Anti-Counterfeit Act, the Industrial Property Act, the Trade
Marks Act, the Copyright Act, the Seeds and Plant Varieties Act, and the Universal
Copyright Convention. However, enforcement of IPR continues to lag far behind
legislation, and the widespread sale of counterfeit goods continues to do significant
damage to foreign businesses operating in Kenya. Furthermore, Kenyan authorities are
limited in their ability to inspect and seize transit shipments of counterfeit products, which
the authorities believe often find their way back into Kenya.
As noted above, the 2008 Anti-Counterfeit Act created the Anti-Counterfeit Agency
(ACA), which officially opened its doors in 2010, as the lead agency for IPR
enforcement[6]. Insufficient funding and the conspicuous absence of implementing
regulations to accompany the act continue to constrain the Agency’s effectiveness.
Independent investigations have proven nearly impossible for the ACA given its current
budget and the prohibitively high cost of environmentally sound destruction of seized
products, meaning counterfeit goods remain in warehouses where they can be stolen
and returned to the market. The Agency is ostensibly responsible for coordinating the
efforts of Kenya’s other IPR enforcement bodies, including the Kenya Bureau of
Standards (KEBS), the Kenya Copyright Board (KCB, responsible for copyrights), the
Kenya Industrial Property Institute (KIPI, responsible for patents, trademarks, and trade
secrets), the Pharmacy and Poisons Board (PPB, responsible for medicines).
Interagency cooperation has proved difficult to achieve. Despite the challenges, the
Agency has made a number of high-profile seizures of counterfeit goods shipments
including Bic pens, HP toner cartridges, Eveready batteries, Nokia cellular phones,
Adidas shoes, and a range of other products. Furthermore, penalties under the AntiCounterfeiting Act are much more punitive than under previous IPR laws. However,
Kenya’s law enforcement agencies have failed to implement the improved laws and
regulations and convictions are rare.
Kenya’s High Court ruled on April 20, 2012 that parts of the 2008 Anti-Counterfeit Act
are unconstitutional, in particular the Act’s definition of counterfeit medicines and certain
related sections. The Court argued that enforcement of the violating sections could limit

access to generic medicines and, as a result, infringe on the fundamental rights to life,
human dignity, and health enshrined in the country’s new constitution. ACA has said it
plans to appeal and is confident the ruling will be overturned. The Agency also plans to
offer up revisions to the Act that would prevent future challenges on similar grounds.
In another effort to combat the manufacture and sale of counterfeits, the Ministry of
Industrialization and KEBS implemented a system of standardization marks required for
locally manufactured products as well as certain imported goods, discussed below.
KEBS also opened the National Quality Institute in 2008 to train business leaders and
consumers. Initially KEBS planned that the Institute would offer IPR courses to
magistrates who, along with prosecutors, are often unfamiliar with intellectual property
law, but the program has not yet been established.
Kenya’s Copyright Act protects literary, musical, artistic, and audio-visual works; sound
recordings and broadcasts; and computer programs. The act is enforced by KCB, a
parastatal housed under the Attorney General’s Office. Criminal penalties associated
with piracy in Kenya include a fine of up to Ksh 800,000 (US$9,470), a jail term of up to
ten years, and confiscation of pirated material. Nonetheless, enforcement is spotty and
the understanding of the importance of intellectual property remains low. The sale of
pirated audio and video is rampant, although there is little domestic production.
According to the Business Software Association (BSA), an estimated US$3.5 million is
lost every year because of the use of illegal software, mainly by businesses.
Kenya is a member of the World Intellectual Property Organization (WIPO) and of the
Paris Union (International Convention for the Protection of Industrial Property), along
with the United States and 80 other countries. The African Intellectual Property
Organization (AIPO) embodies a future prospect for patent, trademark, and copyright
protection, although its enforcement and cooperation procedures are still untested.
Kenya is also a member of the African Regional Intellectual Property Organization
(ARIPO). Kenya is a signatory to the Madrid Agreement Concerning the International
Registration of Marks; however, the other original EAC members (Uganda and
Tanzania) are not.
The Kenya Industrial Property Institute (KIPI), housed within the Ministry of Trade and
Industry, is responsible for registering and enforcing patents, trademarks, and trade
secrets. Investors are entitled to national treatment and priority right recognition for their
patent and trademark filing dates. In addition to creating KIPI, the Industrial Property Act
of 2002 brought Kenya into compliance with WTO obligations, although implementation
of the act remains weak. The Trade Marks Act provides protection for registered trade
and service marks; protection under the act is valid for 10 years and is renewable.
In July 2006, the Ministry of Trade and Industry conceded that over Ksh 36 billion
(US$405 million) is lost annually due to the sale of counterfeit goods and a further Ksh 6
billion (US$67 million) is lost in tax revenues to the government. A subsequent KAM
study, released in late October 2008, concluded that piracy and counterfeiting of
business software, music, pharmaceuticals, and consumer goods costs Kenyan firms
about US$715 million annually in lost sales. Consequently, KAM estimated that the
Kenyan government was losing over US$270 million in potential tax revenues every
year. The most current estimates as of late 2011, summarized in a report by the
International Peace Institute called “Termites at Work: Transnational Organized Crime

and State Erosion in Kenya,” put Kenya’s counterfeit goods trade at US$913.8 million,
resulting in lost tax revenue between US$84 million and US$490 million. The technology
firm HP estimates losses of US$7.1 million per year due to counterfeits and 60 percent
of HP-branded printer cartridge refills sold in East Africa are thought to be fakes
imported from China. Battery manufacturer Eveready significantly reduced its Kenyan
production due to pressure from counterfeiters.

Transparency of Regulatory System
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The government screens each private sector project to determine its viability and
implications for the development aspirations of the country; for example, a rural agrobased enterprise, with many forward and backward linkages, is likely to receive licensing
quickly. In theory, all investors receive equal treatment in license screening processes.
However, new foreign investment in Kenya historically has been constrained by a timeconsuming, highly discretionary, and sometimes corrupt approval and licensing system.
In response to appeals from the business community in 2007, the government launched
a substantial effort to streamline the registration process by reducing the number of
required business licenses and simplifying others. The Licensing Act of 2007 initially
eliminated or simplified 694 licenses and in 2008, the government reduced the number
of licenses to set up a business from 300 to 16. The review of licensing requirements is
ongoing, but no further licenses have been eliminated to date. In 2009, the Kenyan
government launched an e-Registry, which sped up the registration of new companies,
cut regulation costs, and enhanced transparency by allowing easy access to information
on registered companies. Nonetheless, the 2013 World Bank’s Doing Business Report
placed Kenya at just 121 of 185. Kenya has fallen behind Uganda, but remains ahead of
Tanzania for ease of doing business. The World Bank and IFC contend that the
government must significantly reduce the cost of doing business, deal with delays at the
Port of Mombasa, and eliminate the requirement of even more licenses to maintain
Kenya's current level of economic growth.
In August 2011, the Finance Minister put the Competition Act of 2010 into effect, thereby
replacing the outdated Monopolies and Price Control Act and the Monopolies and Prices
Commission. Specifically, the Act created the Competition Authority, which is an
autonomous public institution that has primary jurisdiction over competition and
consumer welfare matters in the economy and is the Government’s advisor on
competition matters. All mergers and acquisitions require the Authority’s authorization
before they are finalized.
In September 2011, in response to rapidly rising food and fuel prices, President Kibaki
signed into law a new Price Control (Essential Goods) Act, which granted the Finance
Minister the authority to set price ceilings for any goods designated as essential. The
Finance Minister has not exercised this authority, however, and many observers believe
the act was simply an attempt to appear responsive to public concerns, rather than a
meaningful shift in policy.
Kenya lags behind much of Africa with regard to reliability of supply chains, according to
a 2012 World Bank survey on trade logistics. Kenya ranked 122 nd out of the 155
countries studied for efficiency in key supply chain areas such as customs procedures,

cost of logistics, infrastructure quality, and timeliness. Through the Port of Mombasa,
Kenya is a major hub for international and regional trade for neighboring land-locked
countries such as Uganda, Burundi, and Rwanda. The survey, however, found that the
cost of importing or exporting containers in Kenya and other large economies in Africa
remains high compared to the global average. According to the World Bank’s Doing
Business 2013 report, it takes an average of 26 days and costs US$2,350 to complete
import procedures for a standardized container of cargo. It takes 26 days and costs
US$2,255 to complete export procedures for a similar container. In addition to
insufficient capacity, corruption is thought to be a major contributor to delays at the Port
of Mombasa: in order to free up space inside the port, goods are moved to privatelyowned container freight stations (CFS) for customs clearing and onward haulage. These
CFSs are suspected of serving as a primary conduit for corruption and facilitating illicit
trade. Moreover, they have little incentive to clear cargo efficiently, given that storage
fees represent a large share of their revenue.
Investors in Kenya are required to comply with environmental standards. The National
Environment Management Authority (NEMA) oversees these matters and is the principal
environmental regulatory agency. Developers of certain types of projects are required to
carry out Environmental Impact Assessments (EIA) prior to project implementation.
Companies are required to submit up-to-date assessment reports to NEMA for
verification by the agency’s environmental auditors before they can receive an EIA
license.
Efficient Capital Markets and Portfolio Investment
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The CBK is the primary regulator of financial institutions. As of June 2012, Kenya had 44
banking institutions (43 commercial banks and 1 mortgage finance company), five
representative offices of foreign banks, six deposit-taking microfinance institutions
(DTMs), 115 forex bureaus and two credit reference bureaus (CRBs). Out of the 44
banking institutions, there are 31 locally owned banks: three with public shareholding
and 28 privately owned while 13 are foreign owned. The six DTMs, two CRBs and 115
forex bureaus are privately owned. The foreign owned financial institutions comprise of
nine locally incorporated foreign banks and four branches of foreign incorporated banks.
Total aggregate financial sector assets grew by 16 percent to Ksh 2.2 trillion (US$26
billion) in the year to June 2012. During the same period, financial sector pre-tax profits
grew by 30 percent to more than Ksh 53 billion (US$627 million).[7]
By the end of 2011, 10 Kenyan banks—including Kenya Commercial Bank, Commercial
Bank of Africa, and Bank of Africa—had subsidiaries operating in the EAC and South
Sudan. These subsidiaries registered profit before tax of Ksh 2.3 billion (US$27 million),
with South Sudan, Tanzania, and Uganda accounting for the majority of profits.[8]
In July 2012, Central Bank of Kenya (CBK) granted authority to Bank of China Limited
(BOC) to open a representative office in Kenya. BOC is the fifth foreign bank to receive
such authorization. In November 2012, Kenyan banks were authorized to open Yuandenominated accounts to ease China-Kenya trade. China exported goods worth US$1.7
billion to Kenya in 2011, making it Kenya’s third largest source of imports behind the
United Arab Emirates and India.

Bank branches increased by 98 to 1,161 branches in 2011 and each of the country’s 47
counties had a branch. Increased usage of the agency banking model, introduced in
May 2010, allows commercial banks to offer banking services through third parties.
Increasing access to finance has been abridged with the use of innovation such as agent
banking, which allows commercial banks and DTMs to engage the services of third party
outlets to deliver specified financial services on their behalf.
Following the roll out of the agency banking model in May 2010, commercial banks have
been able to contract varied retail entities. These entities, such as security companies,
courier services, pharmacies, supermarkets and post offices act as third party agents to
provide cash-in -cash-out transactions and other services in compliance with the laid
down guidelines. As of June 2012, ten commercial banks had contracted 12,067 active
agents facilitating over 20.4 million transactions valued at Ksh 104.4 billion (US$1.24
million).
As at 31st December, 2011, 23 banks were offering various internet products to their
customers. Internet services provided include; opening accounts, transferring funds to
different accounts, online viewing of the accounts, online inquiries and requests, online
salaries payments, clearing checks status query and instant alerts or messages of
account status.
The banking industry in Kenya in collaboration with the Kenya Bankers Association
(KBA) rolled out the Check Truncation System in August 2011. Check truncation refers
to a process in which physical checks presented for payment in a bank by individuals or
corporate bodies are converted into electronic form and the image transmitted
electronically to the clearing house for processing and eventual payment by the paying
bank. The introduction of this system is expected to speed up clearing of such checks in
addition to reducing incidences of frauds and the costs of transporting these checks from
one bank to another.
Though small by Western standards, Kenya’s capital markets are the deepest and most
sophisticated in East Africa. Investors trade stocks and bonds on the Nairobi Securities
Exchange. The Capital Markets Authority (CMA), in conjunction with the Central Bank of
Kenya, regulates and supervises relevant financial institutions and intermediaries, and
oversees the development of Kenya’s capital markets. In late 2012, the CMA launched
the development of a new, five-year capital markets master plan, which is being
designed by market experts and participants, including private sector and government
representatives
The CMA is working with regulators in EAC member states through the Capital Market
Development Committee (CMDC) and East African Securities Regulatory Authorities
(EASRA) on a regional integration initiative, and has successfully introduced cross-listing
of equity shares. Beginning in 2005, the NSE started settling all equity trades through an
electronic Central Depository System (CDS). The combined use of both CDS and an
automated trading system has moved the Kenyan securities market to globally accepted
standards. Kenya is a full (ordinary) member of the International Organization of
Securities Commissions, (whose members represent 90 percent of the world's capital
markets), which solidifies its status as a primary capital marketplace in East Africa.

In 2011, the NSE’s All Share Index (NSEASI) dropped by 30 percent due to a weak and
volatile shilling, high commodity prices, and the ongoing global credit crisis. The NSEASI
went up by 35 percent in 2012, however, surging on the back of a stable shilling and
declining inflation, despite lingering economic problems in the West.
The NSE consists of three segments: the Main Investments Market (MIMS), the
Alternative Investments Market (AIMS), and the Fixed Income Securities Market
(FISMS). The MIMS targets mature companies with strong dividend streams. The AIMS
is more favorable to small and medium-sized companies, and allows firms to access
lower-interest rate, longer-term sources of capital. The FISMS allows businesses,
financial institutions, and governmental and supranational authorities to raise capital
through the issuance of debt securities. Fees charged by the CMA on NSE participants
are a significant entry barrier for new companies. Small business entry into the stock
market continues to lag, though the CMA plans to launch a new securities exchange for
SMEs, which will have less onerous regulatory requirements. Though still a nascent
industry, foreign and domestic private equity funds are increasingly active in Kenya,
providing growth capital to entrepreneurs and helping turn around struggling businesses.
Stockbrokers at the Nairobi Stock Exchange are seeking to reduce the ownership stake
of the Ministry of Finance’s Capital Markets Authority from 20 percent to 5 percent. The
NSE is in the process of becoming a demutualized corporate entity, which itself will
become a publicly-traded company.
To facilitate the listing of Small and Medium Sized Enterprises (SMEs), NSE—in
collaboration with the CMA and the Central Depository and Settlement Corporation
(CDSC)—organized the Growth Enterprise Market Segment (GEMS). In June 2012, the
establishment of GEMS received a major boost when the government officially published
new listing regulations for SMEs. The NSE is working with the CMA to publish the rules
for Nominated Advisors (NOMADS), who will assist SMEs to become publicly traded
companies and comply with corporate governance standards.
By amending the Central Depositories Act, the Ministry of Finance seeks to create a
single central depository for both equity and debt securities. At present, equity and debt
are settled through separate depositories, creating inefficiencies and higher settlement
costs. A streamlined securities settlement infrastructure would support Treasury Mobile
Direct, which is a joint CBK and World Bank project that will enable Kenyans to trade
government debt securities using their mobile phones. Mobile and Internet solutions are
already available for trading equities.
Although equities trading is fairly robust, the bond market is still underdeveloped and
dominated by trading in government debt securities. Long-dated corporate bond
issuances are uncommon, leading to a lack of long-term investment capital. Listed
companies, including banks, are therefore heavily reliant on short-term debt, which is
relatively expensive and exposes borrowers to undue short-terms risks. Trading in
commercial paper and corporate bonds issued by private companies has diversified
activity at the NSE. The government regulates such trading through a set of guidelines
developed in collaboration with private sector. They allow private companies to raise
funds from the public without NSE quotation. Establishing the CDS encouraged the
development of a secondary market for the government’s one-year Treasury security.
The CDS provided opportunities to small investors by offering products in multiples of
Ksh 50,000 (US$590) up to Ksh 1 million (US$11,830). Expenses related to credit rating

services by listed companies and other issuers of corporate debt securities are tax
deductible. Foreign investments through mergers and acquisitions are not restricted via
cross-shareholding and stable shareholder arrangements. Hostile takeover attempts are
uncommon. Private firms are free to adopt articles of incorporation, which limit or prohibit
foreign investment, participation, or control.
Foreign investors are able to obtain credit on the local market; however, the number of
credit instruments is relatively small. Legal, regulatory, and accounting systems are
generally transparent and consistent with international norms. The corporate tax for
newly listed companies is 25 percent for a period of five years from the date of listing.
The withholding tax on dividends is 7.5 percent for foreign investors and 5 percent for
local investors. Foreign investors can acquire shares in a listed company subject to a
minimum reserve ratio of 40 percent of the share capital of the listed company for
domestic investors, with the remaining 60 percent considered as a free float available to
local, foreign, and regional investors without restrictions on the level of holding.
Dividends distributed to residents and non-residents are subject to a final withholding tax
rate of 5 percent. Dividends received by financial institutions as trading income are not
subject to tax. In 2007, the Kenyan government granted two fiscal incentives to
encourage growth of capital markets: exemption from income tax on interest income
accruing from cash flows of securitized assets; and exemption from income tax on
interest income accruing from all listed bonds with a maturity of at least three years. The
fiscal incentives targeted providers of infrastructure services such as roads, water,
power, telecommunication, schools, and hospitals. Company capital expenditures on
legal costs and other incidental expenses associated with listing by introduction at the
NSE are tax deductible.
In 2009, as a way of widening the investor base and promoting savings among Kenyans,
the CBK reduced the minimum entry into treasury bills from Ksh 1 million to Ksh 100,000
(US$11,800 to US$1,190). Infrastructure bonds were issued in 2009. The primary
corporate bond market is, however, still dominated by a few leading institutions, with a
thinly traded secondary market. The bond market is currently led by government
securities, and the corporate bond market accounts for only 9 percent of issuances. In
2009, the government issued a 20-year treasury bond as part of its efforts to deepen the
pool of long-term capital available locally.
To restore market confidence, CBK and the market players introduced Sell-Buybacks,
similar to repurchase agreements, in October 2011 to provide liquidity for bondholders
who required immediate cash but faced difficulties in selling their bonds. Sell-buybacks
refers to transactions where two parties, a seller and a buyer agree to exchange a
security for cash at a bilaterally agreed price with a promise to reverse the same security
and cash at a future date for a specific price. The introduction of sell-buybacks
safeguarded bond values, provided liquidity to investors, and reduced panic-induced
bond sales. The result is a more stable bond market. The next expected market
development is the introduction of over the counter (OTC) bond trading, which will
further enhance market liquidity and stability.
Several initiatives have been undertaken over the last five years aimed at achieving the
three envisaged goals of stability, efficiency and financial inclusion. These initiatives
include; the introduction of the agent banking mechanism in May 2010 where banks
were allowed to engage third parties to provide certain banking services; the introduction

of credit reference bureaus to collect, collate, analyze and disseminate credit information
among credit providers; licensing of deposit taking microfinance institutions (DTMs) to
target the lower end of the market, through the Microfinance Act, 2006 (now there are
eight of them); the rollout of mobile phone financial services enabling banks to leverage
on mobile phone technology to present convenience and lower costs for their customers
without compromising quality of service; and lowering the cost of doing business through
the establishment of more currency centers.
Since the enactment of the Cooperative Societies (Amendment) Act of 2004, which
governs the formation and management of cooperatives in Kenya there have been
improvements in the financial sector’s legal and regulatory framework. To regulate
Kenya’s burgeoning insurance industry, Parliament passed the Insurance Amendment
Act 2006, which resulted in the establishment of the Insurance Regulatory Authority.
Parliament passed the Sacco Act in 2007 to strengthen the savings and credit
cooperative (Sacco) industry. As a result, access to financial services has improved,
especially for those previously unable to take advantage of financial services from
traditional banks. Mobile money has grown in size and popularity and now provides
transfer, deposit, lending, and insurance services to the large majority of Kenyans who
do not have access to traditional banking services.
Only 19 percent of Kenyans have formal access to financial services through
commercial banks and the government-owned Post Bank. With the advent of mobile
money and its recent linkages to the formal banking system, however, the number of
Kenyans with access to electronic financial services has grown rapidly. Kenya has now
become a leader in financial inclusion and its example is being replicated in countries
around the world. With 29 million cell phone subscriptions, the vast majority of Kenyan
adults now have cell phone access, which they use for everything from voice and SMS
communication to banking, insurance, internet access, and other services. According to
the World Bank, M-Pesa processes more transactions within Kenya each year than
Western Union does globally. As of June 2012, 19.8 million Kenyans were using mobile
phone platforms to make transfer money, according to CBK figures. There were over
61,000 agents facilitating transactions in excess of Ksh 1.3 trillion (US$15.4 billion) in the
year to June 2012. The CBK said the increase in mobile money transfers was fuelled by
a high number of consumers moving money in their bank accounts using mobile phones.
Safaricom’s M-Pesa, which has a 76 percent market share, has mobile banking
arrangements with 25 banks, which has contributed to greater accessibility of the
service. Customers have also increased the use of bank platforms through a wide array
of services. Mobile money platforms have been used to offer medical insurance,
microloans, transfer money to a pre-paid credit card, and even to pay parking, electricity,
and water bills.
Beyond money transfers, Kenyans are using mobile phones to disseminate commodity
price information, track diseases, monitor social unrest and human-rights violations,
mobilize voters, and disseminate election results.
Microfinance institutions (MFIs) also provide financial services to many Kenyans who
remain underserved by the traditional financial markets. The Microfinance Act of 2006
became operational in 2008 and provides for the licensing, regulation, and supervision of
the microfinance sector. These regulations were prompted by a series of

mismanagement and embezzling scandals at micro-finance institutions. The Act also
grants regulatory oversight authority of MFIs to the CBK.
In 2003, the inter-ministerial National Taskforce on Anti-Money Laundering and
Combating the Financing of Terrorism was formed to develop a comprehensive
AML/CTF legal framework. In 2012, Kenya passed the Prevention of Terrorism Act,
which criminalizes acts of terrorism and conspiracy to commit such acts. This law
provides for the restraint, seizure, and forfeiture of terrorist assets. In 2010, Kenya
passed the Prevention of Organised Crime Act, which allows for the prosecution of
criminal groups that commit serious offenses and allows for asset forfeiture. Kenya has
designated Al Shabaab as an organized criminal group. The Proceeds of Crime and
Anti-Money Laundering Act (POCAMLA), passed in 2009, criminalized money
laundering, and provided for the creation of a Financial Reporting Center (Kenya’s
version of a financial intelligence unit), and an Assets Recovery Agency. With this legal
structure in place, Kenya must now work towards implementing these laws and creating
functional institutions.
Despite these advances, the Financial Action Task Force (FATF) raised concerns over
Kenya’s inability to address deficiencies in its AML/CFT regime as outlined in the jointly
developed FATF Action Plan in 2010. A key element of the plan was establishing a
financial reporting center. Kenya created the FRC in April, 2012, obtained office space
and is hiring staff. It currently has four investigators, an attorney, and administrative staff.
To become operational, the FRC needs an automated system to analyze suspicious
transaction reports (STRs). The FRC issued guidance notes to commercial banks, nonbank financial institutions, and mortgage finance companies about their responsibilities
regarding working with the FRC and began receiving STRS on October 10, 2012. The
June 2012 FATF Public Statement advised Kenya that countermeasures by FATF
members against Kenya could be applied if Kenya did not show significant progress by
the October 2012 FATF meeting and specifically cited the lack of terrorist financing
legislation. Kenya passed the Prevention of Terrorism Bill in 2012, which criminalized
material support to commit a terrorist act, and addressed a key element in the
implementation of the FATF Action Plan. At its October 2012 meeting, the FATF did not
impose countermeasures against Kenya.

Competition from State Owned Enterprises
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Public ownership of enterprise expanded from independence in 1963 through the 1980s.
However, two commissions, one in 1979 and one in 1982, established the need for
Kenya to begin divesting itself of its publicly owned enterprises. The commissions
identified 240 state-owned firms, designating 207 as non-strategic and the remaining 33
as strategic. During the first round of privatization, from 1992 to 2002, Kenya fully or
partially privatized most of the non-strategic publicly owned firms. From 2003 to 2007,
the government of Kenya engaged in a second round, which fully or partially privatized a
number of large strategic firms, including KenGen (the primary electricity generator),
Kenya Railways, Mumias Sugar, Kenya Reinsurance, Telkom Kenya, and Safaricom.
These transactions netted over US$1 billion for development and infrastructure
spending. The third round of privatization is scheduled to last through 2013 and includes
the Development, Consolidated and National Banks of Kenya, five sugar companies, the
Kenya Wine Agencies, nine hotels, facilities owned by the Kenya Ports Authority, the

Agrochemical Food Company, the remainder of KenGen, East African Portland Cement,
the Kenyan Meat Commission, the New Kenya Cooperative Creameries, the Numerical
Machining Complex, and several power stations.
In general, competitive equality is the standard applied to private enterprises in
competition with public enterprises. However, certain parastatals have enjoyed
preferential access to markets. Examples include Kenya Reinsurance (Kenya-Re), with
a guaranteed market share; Kenya Seed Company, with fewer marketing barriers than
its foreign competitors; and the Kenya National Oil Corporation (KNOC), which benefits
from retail market outlets developed with government funds. Some state corporations
have also benefited from easier access to government credit at favorable interest rates.
The Kenyan government seems determined to remove itself from competition with
private enterprise, except in certain strategic areas. The government substantially
divested the telecom sector from 2002 to 2007, which now benefits from competition.
The sugar industry has been partially privatized and will be fully privatized with the next
round of divestitures. The energy industry remains the most publicly owned sector in
Kenya. The Kenyan government wholly owns the National Oil Corporation, the Kenya
Pipeline Corporation, and the oil refinery in Mombasa; therefore, competition is either
restricted or limited. KenGen, Kenya Power and Lighting, and the newly formed
Geothermal Development Corporation dominate the electricity generation portion of the
energy sector, which is another restricted portion of the Kenyan economy. The primary
port in Mombasa is mostly government owned but privatization efforts are underway.
Beyond these sectors, competition is expected and encouraged among private
enterprise in Kenya.

Corporate Social Responsibility
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Kenya has only recently begun to apply the concept of corporate social responsibility
(CSR). The United Nations initiated discussions under the auspices of the UN Global
Compact in Kenya for the introduction of the UN Global Compact/UNDP "Growing
Sustainable Business for Poverty Reduction Initiative." In Kenya, surveys suggest that
the highest proportion of corporate donations go to health and medical services. In
addition, corporations direct funds towards education and training, HIV/AIDS, agriculture
and food security, and underprivileged children. The rationale for these philanthropic
activities is closely tied to a sense that companies should give something back to the
nation and to the communities in which they operate. In Kenya, many companies in the
export-processing sector are seeking to mainstream HIV/AIDS programs into their
activities as well as other workplace issues. Local campaigns have focused attention on
labor rights and abuses in Kenyan export sectors such as textiles, cut flowers, and
horticulture. Some companies are taking a positive lead on labor standards, for example
Cirio Del Monte is now accredited to the SA8000 standard. The bulk of the business
community is challenged to create quality jobs by paying living wages and observing
fundamental labor rights. Given that employment creation is one of the most pressing
concerns in Kenya, workplace issues, particularly the trade-off between the creation of
jobs and internationally accepted working conditions, are likely to remain at the heart of
the CSR agenda.

In Kenya, there are relatively few incentives for businesses to adopt responsible or prodevelopment practices. Few consumers are sufficiently informed or able to pay a
premium for responsibly produced goods. While some companies producing for export
markets are subject to labor or environmental requirements imposed by overseas
buyers, producers selling into the domestic market are unlikely to be subject to such
pressures. Even pressures within export markets are patchy, depending on the sector,
product, and buyer. A similar gap is apparent between large companies operating in the
formal sector, and smaller companies or micro-enterprises, which operate below the
radar. Given an economic context in which financial margins are generally very thin,
companies are unlikely to adopt higher standards voluntarily unless there is a clear
business incentive to do so.
Political Violence
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The disputed 2007 presidential election sparked a devastating episode of ethnicallycharged political violence, resulting in approximately 1,200 deaths and the displacement
of more than 300,000 people. Property damage was in the millions of dollars and
agriculture alone suffered US$300 million in damages. The 2007-2008 post-election
violence was investigated by the government’s Waki Commission, which identified a
number of prominent Kenyan politicians as chief instigators of much of the violence. In
December 2010, the International Criminal Court (ICC) released the names of five highranking Kenyan government officials and one journalist, whom the Court named as
suspects in the incidents of political violence; four of the six were subsequently charged
formally with crimes against humanity. Deputy Prime Minister Uhuru Kenyatta and
Member of Parliament William Ruto, who are expected to run for president and deputy
president in the March 2013 elections, are among the four indicted suspects. Trials are
scheduled to begin in April 2013.
It is widely hoped that ongoing implementation of Kenya’s new constitution, approved by
a two-thirds majority in a violence-free referendum in 2010, will prevent a re-emergence
of violence during elections scheduled for March 2013. However, the constitution calls
for a restructuring of many key national institutions, transitioning many powers and
functions to newly established county governments. This process is expected to take
many years to implement fully. Among other issues, implementation of police, land
tenure, and judicial reforms agreed to in the power sharing agreement that ended the
2007-2008 post-election violence have been slow.
The United States maintains a travel warning for Kenya due to the threat of terrorism
and violent crime. Kenya’s military incursion into Somalia, which was in response to a
series of high-profile kidnappings near the Kenya-Somalia border, has heightened
security concerns and led to increased security measures at businesses and public
institutions around the country. In addition to the kidnappings, Kenya suffered a series of
bombings and grenade attacks targeting Kenyans in northern Kenya and in Nairobi. To
date, these attacks have not appeared to target commercial projects or installations. As
noted above, security expenditures represent a substantial operating expense for
businesses in Kenya.
Kenya maintains friendly relationships with all of its immediate neighbors, although there
are strong rivalries against it as the dominant economy in the region from other EAC
partners. It remains an active participant in the EAC, which includes both commercial

and political initiatives, as well as the Intergovernmental Authority on Development
(IGAD), an eight-country multilateral organization that coordinates efforts to mitigate the
effects of regional challenges such as drought, famine, and economic hardship. Kenya is
also an active participant in the Common Market for Eastern and Southern Africa
(COMESA). The Kenyan government has strong ties with governments of neighboring
countries, including Somalia, despite the ongoing security issues caused by unstable,
porous, and conflicted borders and the presence of violent extremist groups like alShabaab. Kenya and its neighbors are working together to mitigate the threats of
terrorism and insecurity through African-led initiatives such as the African Union Mission
in Somalia (AMISOM) and the nascent Eastern African Standby Brigade (EASBRIG).
In November 2012, the Judicial Service Commission approved the establishment of a
special division within the High Court to deal with those responsible for the post-election
violence. The International Crimes Division (ICD) will deal with the “middle and lower
level” perpetrators of international crimes committed in Kenya during the post-election
violence period. The National Council for Administration of Justice (NCAJ) through its
technical committee has endorsed the proposal to cover the 2007-2008 period and
recommended that the events surrounding the 1992 and 1997 elections also be
considered. The court will be composed of seven judges, will have jurisdiction over
crimes such as money laundering, cyber laundering, human trafficking, piracy and
transnational organized crime. Appeals will be directed to the Court of Appeal with a final
appeal to the Supreme Court.
Corruption
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Corruption, including bribery, raises the costs and risks of doing business. Corruption
has a corrosive impact on both market opportunities overseas for U.S. companies and
the broader business climate. It also deters international investment, stifles economic
growth and development, distorts prices, and undermines the rule of law.
It is important for U.S. companies, irrespective of their size, to assess the business
climate in the relevant market in which they will be operating or investing, and to have an
effective compliance program or measures to prevent and detect corruption, including
foreign bribery. U.S. individuals and firms operating or investing in foreign markets
should take the time to become familiar with the relevant anticorruption laws of both the
foreign country and the United States in order to properly comply with them, and where
appropriate, they should seek the advice of legal counsel.
The U.S. Government seeks to level the global playing field for U.S. businesses by
encouraging other countries to take steps to criminalize their own companies’ acts of
corruption, including bribery of foreign public officials, by requiring them to uphold their
obligations under relevant international conventions. A U. S. firm that believes a
competitor is seeking to use bribery of a foreign public official to secure a contract
should bring this to the attention of appropriate U.S. agencies, as noted below.
U.S. Foreign Corrupt Practices Act: In 1977, the United States enacted the Foreign
Corrupt Practices Act (FCPA), which makes it unlawful for a U.S. person, and certain
foreign issuers of securities, to make a corrupt payment to foreign public officials for the
purpose of obtaining or retaining business for or with, or directing business to, any

person. The FCPA also applies to foreign firms and persons who take any act in
furtherance of such a corrupt payment while in the United States. For more detailed
information on the FCPA, see the FCPA Lay-Person’s Guide at:
http://www.justice.gov/criminal/fraud/
Other Instruments: It is U.S. Government policy to promote good governance, including
host country implementation and enforcement of anti-corruption laws and policies
pursuant to their obligations under international agreements. Since enactment of the
FCPA, the United States has been instrumental to the expansion of the international
framework to fight corruption. Several significant components of this framework are the
OECD Convention on Combating Bribery of Foreign Public Officials in International
Business Transactions (OECD Antibribery Convention), the United Nations Convention
against Corruption (UN Convention), the Inter-American Convention against Corruption
(OAS Convention), the Council of Europe Criminal and Civil Law Conventions, and a
growing list of U.S. free trade agreements. This country is party to [add instrument to
which this country is party], but generally all countries prohibit the bribery and solicitation
of their public officials.
OECD Antibribery Convention: The OECD Antibribery Convention entered into force
in February 1999. As of March 2009, there are 38 parties to the Convention including
the United States (see http://www.oecd.org/dataoecd/59/13/40272933.pdf). Major
exporters China, India, and Russia are not parties, although the U.S. Government
strongly endorses their eventual accession to the Convention. The Convention obligates
the Parties to criminalize bribery of foreign public officials in the conduct of international
business. The United States meets its international obligations under the OECD
Antibribery Convention through the U.S. FCPA. [Insert information as to whether your
country is a party to the OECD Convention.]
UN Convention: The UN Anticorruption Convention entered into force on December 14,
2005, and there are 158 parties to it as of November 2011 (see
http://www.unodc.org/unodc/en/treaties/CAC/signatories.html). The UN Convention is
the first global comprehensive international anticorruption agreement. The UN
Convention requires countries to establish criminal and other offences to cover a wide
range of acts of corruption. The UN Convention goes beyond previous anticorruption
instruments, covering a broad range of issues ranging from basic forms of corruption
such as bribery and solicitation, embezzlement, trading in influence to the concealment
and laundering of the proceeds of corruption. The Convention contains transnational
business bribery provisions that are functionally similar to those in the OECD Antibribery
Convention and contains provisions on private sector auditing and books and records
requirements. Other provisions address matters such as prevention, international
cooperation, and asset recovery. [Insert information as to whether your country is a
party to the UN Convention.]
OAS Convention: In 1996, the Member States of the Organization of American States
(OAS) adopted the first international anticorruption legal instrument, the Inter-American
Convention against Corruption (OAS Convention), which entered into force in March
1997. The OAS Convention, among other things, establishes a set of preventive
measures against corruption, provides for the criminalization of certain acts of
corruption, including transnational bribery and illicit enrichment, and contains a series of
provisions to strengthen the cooperation between its States Parties in areas such as
mutual legal assistance and technical cooperation. As of December 2009, the OAS

Convention has 34 parties (see http://www.oas.org/juridico/english/Sigs/b-58.html)
[Insert information as to whether your country is a party to the OAS Convention.]
Council of Europe Criminal Law and Civil Law Conventions: Many European
countries are parties to either the Council of Europe (CoE) Criminal Law Convention on
Corruption, the Civil Law Convention, or both. The Criminal Law Convention requires
criminalization of a wide range of national and transnational conduct, including bribery,
money-laundering, and account offenses. It also incorporates provisions on liability of
legal persons and witness protection. The Civil Law Convention includes provisions on
compensation for damage relating to corrupt acts, whistleblower protection, and validity
of contracts, inter alia. The Group of States against Corruption (GRECO) was
established in 1999 by the CoE to monitor compliance with these and related anticorruption standards. Currently, GRECO comprises 49 member States (48 European
countries and the United States). As of December 2011, the Criminal Law Convention
has 43 parties and the Civil Law Convention has 34 (see www.coe.int/greco.) [Insert
information as to whether your country is a party to the Council of Europe Conventions.]
Free Trade Agreements: While it is U.S. Government policy to include anticorruption
provisions in free trade agreements (FTAs) that it negotiates with its trading partners, the
anticorruption provisions have evolved over time. The most recent FTAs negotiated now
require trading partners to criminalize “active bribery” of public officials (offering bribes to
any public official must be made a criminal offense, both domestically and transnationally) as well as domestic “passive bribery” (solicitation of a bribe by a domestic
official). All U.S. FTAs may be found at the U.S. Trade Representative Website:
http://www.ustr.gov/trade-agreements/free-trade-agreements. [Insert information as to
whether your country has an FTA with the United States: Country [X] has a free trade
agreement (FTA) in place with the United States, the [name of FTA], which came into
force. Consult USTR Website for date: http://www.ustr.gov/trade-agreements/free-tradeagreements.]
Local Laws: U.S. firms should familiarize themselves with local anticorruption laws, and,
where appropriate, seek legal counsel. While the U.S. Department of Commerce cannot
provide legal advice on local laws, the Department’s U.S. and Foreign Commercial
Service can provide assistance with navigating the host country’s legal system and
obtaining a list of local legal counsel.
Assistance for U.S. Businesses: The U.S. Department of Commerce offers several
services to aid U.S. businesses seeking to address business-related corruption issues.
For example, the U.S. and Foreign Commercial Service can provide services that may
assist U.S. companies in conducting their due diligence as part of the company’s
overarching compliance program when choosing business partners or agents overseas.
The U.S. Foreign and Commercial Service can be reached directly through its offices in
every major U.S. and foreign city, or through its Website at www.trade.gov/cs.
The Departments of Commerce and State provide worldwide support for qualified U.S.
companies bidding on foreign government contracts through the Commerce
Department’s Advocacy Center and State’s Office of Commercial and Business Affairs.
Problems, including alleged corruption by foreign governments or competitors,
encountered by U.S. companies in seeking such foreign business opportunities can be
brought to the attention of appropriate U.S. government officials, including local embassy

personnel and through the Department of Commerce Trade Compliance Center “Report
A Trade Barrier” Website at tcc.export.gov/Report_a_Barrier/index.asp.
Guidance on the U.S. FCPA: The Department of Justice’s (DOJ) FCPA Opinion
Procedure enables U.S. firms and individuals to request a statement of the Justice
Department’s present enforcement intentions under the anti-bribery provisions of the
FCPA regarding any proposed business conduct. The details of the opinion procedure
are available on DOJ’s Fraud Section Website at www.justice.gov/criminal/fraud/fcpa.
Although the Department of Commerce has no enforcement role with respect to the
FCPA, it supplies general guidance to U.S. exporters who have questions about the
FCPA and about international developments concerning the FCPA. For further
information, see the Office of the Chief Counsel for International Counsel, U.S.
Department of Commerce, Website, at http://www.ogc.doc.gov/trans_anti_bribery.html.
More general information on the FCPA is available at the Websites listed below.
Exporters and investors should be aware that generally all countries prohibit the bribery
of their public officials, and prohibit their officials from soliciting bribes under domestic
laws. Most countries are required to criminalize such bribery and other acts of
corruption by virtue of being parties to various international conventions discussed
above.
POST INPUT: Public sector corruption, including bribery of public officials, [remains a
major/minor challenge for U.S. firms operating in xxx xxx. Insert country specific
corruption climate, enforcement, commitment and information about relevant
anticorruption legislation.
Anti-Corruption Resources
Some useful resources for individuals and companies regarding combating corruption in
global markets include the following:
•

Information about the U.S. Foreign Corrupt Practices Act (FCPA), including a “LayPerson’s Guide to the FCPA” is available at the U.S. Department of Justice’s
Website at: http://www.justice.gov/criminal/fraud/fcpa.

•

Information about the OECD Antibribery Convention including links to national
implementing legislation and country monitoring reports is available at:
http://www.oecd.org/department/0,3355,en_2649_34859_1_1_1_1_1,00.html. See
also new Antibribery Recommendation and Good Practice Guidance Annex for
companies: http://www.oecd.org/dataoecd/11/40/44176910.pdf.

•

General information about anticorruption initiatives, such as the OECD Convention
and the FCPA, including translations of the statute into several languages, is
available at the Department of Commerce Office of the Chief Counsel for
International Commerce Website: http://www.ogc.doc.gov/trans_anti_bribery.html.

•

Transparency International (TI) publishes an annual Corruption Perceptions Index
(CPI). The CPI measures the perceived level of public-sector corruption in 180
countries and territories around the world. The CPI is available at:
http://www.transparency.org/policy_research/surveys_indices/cpi/2009. TI also

publishes an annual Global Corruption Report which provides a systematic
evaluation of the state of corruption around the world. It includes an in-depth
analysis of a focal theme, a series of country reports that document major
corruption related events and developments from all continents and an overview of
the latest research findings on anti-corruption diagnostics and tools. See
http://www.transparency.org/publications/gcr.
•

The World Bank Institute publishes Worldwide Governance Indicators (WGI).
These indicators assess six dimensions of governance in 213 countries, including
Voice and Accountability, Political Stability and Absence of Violence, Government
Effectiveness, Regulatory Quality, Rule of Law and Control of Corruption. See
http://info.worldbank.org/governance/wgi/index.asp. The World Bank Business
Environment and Enterprise Performance Surveys may also be of interest and are
available at: http://data.worldbank.org/data-catalog/BEEPS.

•

The World Economic Forum publishes the Global Enabling Trade Report, which
presents the rankings of the Enabling Trade Index, and includes an assessment of
the transparency of border administration (focused on bribe payments and
corruption) and a separate segment on corruption and the regulatory environment.
See http://www.weforum.org/s?s=global+enabling+trade+report.

•

Additional country information related to corruption can be found in the U.S. State
Department’s annual Human Rights Report available at
http://www.state.gov/g/drl/rls/hrrpt/.

•

Global Integrity, a nonprofit organization, publishes its annual Global Integrity
Report, which provides indicators for 106 countries with respect to governance and
anti-corruption. The report highlights the strengths and weaknesses of national level
anti-corruption systems. The report is available at: http://report.globalintegrity.org/.

Bilateral Investment Agreements
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Kenya does not have a bilateral investment trade agreement with the United States.
Kenya has signed bilateral investment agreements with Burundi, China, Finland, France,
Germany, Iran, Italy, Libya, Netherlands, Slovakia, Switzerland, and the United
Kingdom, although only those with Germany, Italy, Netherlands, and Switzerland have
entered into force as of June 2012. As noted above, Kenya and its EAC partners signed
a Trade and Investment Framework Agreement with the United States in July 2008 as a
bloc. In 2012, the United States launched talks with EAC on a new trade and investment
partnership, which includes a regional investment treaty.

OPIC and Other Investment Insurance Programs
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Kenya is eligible for Overseas Private Investment Corporation (OPIC) programs and is a
member of the Multilateral Investment Guarantee Agency (MIGA). In September 2011,

OPIC approved up to US$310 million in financing for the expansion of Nevada-based
Ormat’s geothermal energy facility in Kenya, which also receives support from MIGA.
This represents a substantial increase in scale compared to previous OPIC activities in
Kenya: in 2008 and 2009 OPIC supported five projects in Kenya totaling US$19.18
million, including two large microfinance projects targeting women.
OPIC is seeking to expand its existing Kenya portfolio of US$320 million to supporting
mobile banking, housing, telecommunication and power. In July, 2012, OPIC announced
that their Board of Directors “approved US$72 million in financing to help bring
affordable high-speed internet service, television programming and telephone service to
growing, yet underserved middle class markets in East Africa. The OPIC direct loan will
enable Wananchi Group Holdings (WGH), a Kenyan company, to extend fiber optic
cable services for high-speed internet, television and voice-over internet telephonic
services in Kenya. WGH will also provide pay TV programming via satellite across a
broad footprint of cities and rural areas directly to Kenya, Tanzania, and Uganda, and
indirectly through agents to a number of other East African countries, including Burundi,
Malawi, Rwanda, Somalia, South Sudan, and Zambia.”[9]
Note: OPIC is appointing an Africa representative to the U.S. consulate in Johannesburg
to facilitate transactions throughout Sub-Saharan Africa later this year.
Labor
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Kenya's population is estimated to be roughly 41 million. Of the approximately 21 million
working Kenyans aged 15-64, the Kenya National Bureau of Statistics reports that 10
million are engaged in pastoral and small-scale rural agriculture. Another 8.8 million are
engaged in the informal sector, leaving only 2.2 million Kenyans in the formal sector. A
2006 household survey found that 46 percent of the Kenyan population was living on
less than US$1/day; newer data is not available, but the Kenyan government believes
that the number has decreased considerably due to rising per capita income and a
growing middle class, which at 10 percent of the population is now among the largest in
Africa. Per capita income, per the Atlas method, is US$820 in 2011. The country’s
population growth rate of 2.7 percent per annum coupled with high unemployment and
informal employment produces on-going demand for new jobs. Kenya has an abundant
supply of well-educated and skilled labor in most sectors. According to the Global
Competitiveness Index Kenya ranks 100 of 144 in higher education and training and 39
of 144 in labor market efficiency.
Kenya's laws generally provide safeguards for worker rights and mechanisms to address
complaints of their violation, but the Ministry of Labor and Human Resource
Development lacks the resources to enforce them effectively. In October 2007, President
Kibaki signed five labor reform laws that were drafted with ILO assistance under the U.S.
Department of Labor’s Strengthening Labor Relations in East Africa (SLAREA) project to
make Kenya’s labor laws more consistent with ILO core labor standards, AGOA
compliant, and harmonious with Uganda’s and Tanzania’s labor laws. The new laws are:
the Employment Act, which defines the fundamental rights of employees and regulates
employment of children; the Labor Relations Act on worker rights, the establishment of
unions, and employers associations; the Labor Institutions Act concerning labor courts

and the Ministry of Labor and Human Resource Development; the Occupational Safety
and Health Act; and the Work Injury Benefits Act on compensation for work-related
injuries and diseases. The Kenyan government formally published the amended texts of
the new laws in 2008. Also in 2008, the Kenyan government created the National Labor
Board to steer stakeholders to meet and propose necessary amendments to Parliament
for smooth implementation of the Acts. The Board will set structures and rules as
required by the Act. Kenya has signed and ratified 7 of 8 Fundamental Conventions of
the ILO and 3 of 4 Priority Governance Conventions. Not ratified are the “Freedom of
association and Protection of the Right to Organize (C087)” and “Employment Policy
(C122)” conventions.
Under the Labor Relations Act, a minimum of seven workers may initially apply to
register a union, but the nascent union must have a minimum of 50 members to be
registered. A union must also show a signed membership request from 50 percent of the
workers in a workplace to force an employer to recognize the union. There are 42
registered unions representing over 500,000 workers, approximately one quarter of the
country's formal sector work force. All but six, including the 240,000 member Kenya
National Union of Teachers (KNUT), the University's Academic Staff Union (UASU), and
the Union of Kenyan Civil Servants (UKCS), are affiliated with the Central Organization
of Trade Unions (COTU), which has about 260,000 members. Union membership is
voluntary and organized by craft rather than industry.
Kenya’s constitution protects the right to fair remuneration, reasonable working
conditions, trade union activities, and the right to strike in the Bill of Rights as
fundamental freedoms. Consequently, workers, especially in the public sector, now
enjoy greater latitude to express their grievances. While the law permits strikes, unions
must notify the government 21-28 days before calling a strike. During this period, the
Minister of Labor and Human Resource Development may mediate the dispute,
nominate an arbitrator, or refer the matter to the new Employment Relations Court,
which replaced the Industrial Court. A strike is illegal while mediation, fact-finding,
arbitration, or other legal proceedings are in progress. The Labor Institutions Act of 2007
expanded the former Industrial Court and gave it the same powers as a High Court to
enforce its rulings with fines or prison sentences; the new Employment Relations Court
is largely the same as the Industrial Court but may also hear individual employment
complaints, which previously were handled by the Ministry of Labor. The court has
penalized employers for discriminating against employees because of their union
activities, usually by requiring the payment of lost wages. Court-ordered reinstatement is
not a common remedy because of the difficulty in implementation.
On August 2011, Kenya re-constituted the Industrial Court elevating it to the status of the
High Court to hear and determine disputes relating to employment and labor relations
from the perceived subordinated Court status in line with provisions of the new
Constitution of 2010 and as part of the on-going judicial reforms in Kenya. This is an
attempt to create industrial peace and speedy resolution of increased employment
disputes arising from the increased labor freedoms brought by the new Constitution as
witnessed by the recent wave of strikes. The Industrial Court has now been integrated
with the traditional judiciary. It remains a specialized Court, but removed from the
Ministry of Labor to the Judiciary. The new Industrial Court Act 2011 entrenches the
Industrial Court into the relatively well funded and independent Judicial Service
Commission system from the chronically underfunded Ministry of Labor. To address

congestion in the Industrial courts, new branches are being rolled up in the two other
Kenyan cities namely Mombasa and Kisumu. The new Industrial Court has both the
same status as High Court and appellate jurisdiction to hear and determine appeals
from: decisions of the Registrar of Trade Unions; and Magistrate courts, local tribunal or
commission. Recognition of Alternative Dispute Resolution system to supplement the
court is a key feature of the new Act. The Court has appellate jurisdiction to hear and
determine appeals from: decisions of the Registrar of Trade Unions; and Magistrate
courts, local tribunal or commission. The Chief justice has also designated all courts in
the 47 Counties presided over by Magistrates as special courts to hear and determine
Employment and Labor relations cases. This initiative is expected to ease the backlog in
the Industrial court.
Kenya has relatively harmonious labor relations. The Industrial Court adjudicated 226
cases in 2008, out of which it gave 192 rulings, compared to 295 cases and 147 rulings
in 2007. However, the number of cases subsequently rose to 851 in 2009 and 1,484 in
2010. 361 Collective Bargaining Agreements were negotiated and registered by the
Industrial Court in 2011. Late 2011 saw a notable uptick in labor unrest and at least ten
unions issued strike notices in the last six months of the year alone. A number of
different unions, from postal workers to physicians, exercised their right to strike. There
were several large-scale strikes in 2012 involving public sector workers, primarily
teachers, health sector workers, and public transportation drivers. Violence was minimal
and all strikes were resolved through negotiations.
Labor law mandates the total hours worked in any two-week period should not exceed
120 hours (144 hours for night workers). Negotiations between unions and management
establish wages and conditions of employment. There are twelve separate minimum
wage scales, varying by location, age, and skill level. Regulation of wages is part of the
Labor Institutions Act, and the government establishes basic minimum wages by
occupation and location, setting a minimum for monthly, daily, and hourly work in each
category. In 2011, the Kenyan government revised the minimum wage upwards by 12.5
percent. In many industries, workers are paid the legal minimum wage and thus
benefited from this increase; however, the wage increase was outpaced by increases in
the cost of living. As of January 2012, the lowest legal urban minimum wage was Ksh
7,586 (US$90) per month, and the lowest agricultural minimum wage for unskilled
employees was Ksh 3,765 (US$45) per month, excluding housing allowance. The
Productivity Center of Kenya, a tripartite institution including the Ministry of Labor, the
Federation of Kenyan Employers, and COTU, is tasked to set wage guidelines for
various sectors based on productivity, inflation, and cost of living indices, but the center
lacks strong industry support and employers often do not follow its recommendations.
Most minimum wage workers must rely on second jobs, subsistence farming, other
informal work, or the extended family for additional support. Furthermore, a large portion
of employees in Kenya rely primarily on the informal sector for work and thus are not
protected by minimum wage laws. Workers covered by a collective bargaining
agreement generally receive a better wage and benefit package than those not covered:
Ksh 14,621 per month on average (US$173), plus a housing and transport allowance,
which may account for 20 to 40 percent of a Kenyan worker’s compensation package.
Kenyan law establishes detailed environmental, health and safety standards, but these
tend not to be strictly enforced. The Directorate of Occupational Health and Safety
Services (DOHSS), a department under the Ministry of Labor and Human Resource

Development, has the mandate to enforce the Occupational Safety and Health Act and
its subsidiary rules. DOHSS has the authority to inspect factories and work sites, except
in the EPZs, but operates with less than half of the 168 inspectors needed to adequately
cover the entire country. DOHSS developed a program to help factories establish Health
and Safety Committees and train them to conduct safety audits and submit compliance
reports to DOHSS. The Directorate also maintains a register of approved and certified
safety and health advisers whom employers may enlist to conduct safety audits in the
factories and other places of work. The Directorate should carry out these audits at least
once a year and forward a copy of the audit report to the DOHSS within 30 days.
However, according to the government, fewer than half of the largest factories had
instituted Health and Safety Committees.
Foreign-Trade Zones
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Kenya’s export processing zones (EPZs) employ over 32,000 workers. Most of these
workers produce goods for export to the United States under the African Growth and
Opportunity Act (AGOA). AGOA preferences help EPZ companies offset rising and often
unpredictable costs related to power, labor, and imported inputs. Without AGOA, many of
these jobs would disappear from Kenya. The EPZ Authority (EPZA) is the agency
responsible for managing and promoting the EPZs.
EPZ Background
Kenya established export processing zones (EPZs) in 1990 as part of the then-government’s
export-led economic growth strategy. Firms operating in EPZs, the majority of which are
manufacturers, produce a variety of goods, including apparel, frozen fruit juice, handicrafts,
alcoholic beverages, plant extracts, and cement.
By the end of 2011, Kenya had 44 designated EPZs in which 79 companies were operating.
Most EPZ firms operate in factory space managed by the EPZ Authority (EPZA) in Mombasa
or Athi River, on the outskirts of Nairobi. According to figures provided by the EPZA for 2011,
EPZ firms employed 32,043 Kenyans and 421 expatriates, who typically serve in mid to
senior-level management roles. Out of total sales of Ksh 42.4 billion (US$476.4 million) in
2011, EPZ firms exported goods worth Ksh 39 billion (US$438.2 million). This represents
approximately 8 percent of Kenya’s total exports in 2011.
EPZ firms face a number of institutional and structural challenges. Rising and often
unpredictable costs related to power, labor, and imported inputs erode the trade preferences
available to businesses in Kenya and other AGOA-eligible countries in East Africa. They also
serve as a major deterrent to investment in Kenya. The high cost of electricity, for example,
is cited consistently as an impediment to growth in Kenya’s manufacturing sector. This is
particularly true within the yarn spinning subsector, which is a critical component of the textile
value chain. According to the African Cotton and Textile Industries Federation (ACTIF),
electricity costs alone account for as much as 17 percent of total production costs at spinning
mills. For apparel firms, it is up to 12 percent of total costs. Kenya’s average cost per kilowatt
hour of electricity is between US$0.15 to US$0.20, compared to US$0.10 or below in many
other countries, including
China.
Inefficiencies at the Port of Mombasa and the poor state of transport infrastructure in Kenya
are another major impediment to growth in the manufacturing industry. Most EPZ firms
producing AGOA apparel rely almost exclusively on imported fabric. The Port continues to

struggle against capacity limitations , which cause delays that lead to higher costs. Although
the Kenya Ports Authority is in the process of constructing a new container terminal in
Mombasa to address these constraints, such limitations have added to the growing cost and
complexity of doing business in Kenya.

Foreign Direct Investment Statistics
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Through the 1980's and 1990's, the deterioration in economic performance, together
with rising problems of poor infrastructure, corruption, high cost of borrowing, crime and
insecurity, and lack of investor confidence in reforms generated a long period of low FDI
inflows. The GoK has made the attraction of FDI a clear policy priority and established
KenInvest as a semi-autonomous agency in 2004. Net inflows increased more than
fourteen-fold between 2006 and 2007, from US$51 million (0.2% of GDP) in 2006 to a
record US$729 million (2.7%) in 2007, according to the World Bank’s World
Development Indicators due to large privatizations in telecommunications and
investment in the railways. FDI inflows dropped off sharply in 2008, coming in at only
US$96 million (0.3%), and then increased to US$116 million (0.4%) in 2009, US$178
million (0.6%) in 2010, and US$335 million (1.0%) in 2011. These figures compare
poorly to neighboring Tanzania and Uganda, which have both posted higher net FDI
inflows in dollar terms than Kenya each year since 1993, with the exception of 2007,
despite their smaller economies. In 2011, Tanzania reported US$1.095 billion in net FDI
inflows and Uganda reported US$792 million. UNCTAD estimates Kenya’s 2011 FDI
stock at approximately US$2.6 billion. As of 2008, the market value of U.S. investment in
Kenya stood at approximately US$183 million, primarily concentrated in commerce, light
manufacturing, and tourism.
Kenya, which has traditionally been seen as a laggard in attracting FDI, is now ranked
among top FDI destinations in Africa, thanks to ongoing investments in infrastructure
and judicial reforms. FDI Intelligence’s FDI Report 2012 ranked Kenya 10th in
infrastructure systems in Africa and 8th in human resource capacity attributes in Africa.
The report shows that Kenya attracted 55 projects in 2011 compared with South Africa’s
154 and Morocco’s 70. The highest number of projects were in coal, natural gas, and oil,
real estate, hotels and tourism, software, IT services and communications sub-sectors.
The number of projects coming to Kenya rose 77 percent from 2010, pushing it ahead of
Nigeria, and Egypt. However, the other East African countries did not feature in the
ranking. Inflows into the country were boosted by increased fundraising by oil since and
mineral prospecting companies seeking a share of Kenya’s rising mineral resource
profile. In 2012, Kenya struck oil but its commercial viability is yet to be determined.
FDI from traditional sources such as Europe has been complemented by that from
emerging markets. Investors from China (roads, manufacturing, and agriculture), India
(ICTs such as Airtel and Yu), and the Middle East (hotel and property development such
as Fairmont) are starting to make their presence felt. Large government infrastructure
projects are likely to increase FDI in the coming years. The government is presented a
PPP bill to Parliament with the intention of attracting US$40 billion in infrastructure
finance.

With an industrial base that is relatively advanced compared to the region, Kenya is also
becoming an important outward investor in manufacturing, finance and service activities
to EAC countries and the wider region. Kenyan companies with a significant regional
presence include Tourism Promotion Services Eastern Africa (operating as Serena
Hotels), Kenya Commercial Bank, Diamond Trust Bank and Equity Bank, East African
Breweries, the Uchumi and Nakumatt supermarket chains, and Nation Media (radio
broadcasting and television). Outward FDI reached US$46.0 million in 2009 before
decreasing to US$17.7 million in 2010. Meanwhile total outward stock stands at
US$306 million.
In 2012, foreign interest in the energy sector grew. Kenya’s energy sector has received
significant attention with major breakthroughs in oil and geothermal offsetting slowerthan-hoped-for progress in wind and solar energy. Energy sector expansion—including
oil, gas, coal, geothermal, wind, solar, biomass, and even nuclear—figures prominently
in the country’s Vision 2030 development strategy. Tullow’s discovery of oil in early
2012 prompted significant excitement among government officials and the private sector,
as well as among development partners and organizations interested in supporting the
government’s energy sector policy reform process. Tullow has not yet determined
whether its discovery is commercially viable, although most indications thus far have
been positive. More recently, U.S.-based Apache discovered non-commercial quantities
of natural gas in its offshore exploration block near Malindi, Kenya. Six U.S. companies
now hold stakes in a total of nine Kenyan oil exploration blocks.
Poor data collection in Kenya leads to underestimating actual inflows of FDI. There is no
clear mandate by any agency to collect data on FDI. The CBK, the Kenya Investment
Authority, and the Kenya National Bureau of Statistics all collect only partial information
on either balance of payments inflows or investment projects. The government does not
publish data on the value of foreign direct investment (position/stock or annual
investment capital flows) by country of origin or by industry sector destination. Neither is
data available on Kenya’s investment abroad. If implementation of the new constitution
and other reforms moves forward smoothly, this growing domestic investment might be
bolstered by a significant increase in FDI inflows.
Web Resources
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[1] http://www.kam.co.ke/index.php/latest-news/253-manufacturers-upbeat-about-gainsduring-kibaki-era
[2] Source: Kenya Tourism Board
[3] http://www.doingbusiness.org/reports/thematic-reports/paying-taxes
[4] http://www.trademarkea.com/wp-content/uploads/2012/11/Bribery-as-a-Non-TariffBarrier-to-Trade-120x160.jpg
[5] http://www.mcc.gov/documents/scorecards/score-fy13-kenya.pdf
[6] http://www.aca.go.ke/

[7] Source: CBK
[8] Source: CBK
[9] http://www.opic.gov/press-releases/2012/opic-board-approves-72-million-internetexpansion-project-east-africa
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Differences in business practices from country to country include export financing. Prior
to exporting, U.S. firms are strongly advised to discuss best practices and transaction
details with an experienced international bank familiar with Kenya. U.S. firms are also
strongly advised to determine the range of financing offered by competitors.
There are several basic methods of receiving payment for products sold in Kenya, the
selection of which is usually determined by the degree of trust in the buyer's ability to
pay. Payment alternatives that U.S. exporters might consider, in order of the most
secure to the least-secure include:
1) Cash in advance (confirmed wire transfer or check after depositing and clearing);
2) Confirmed irrevocable letter of credit (if concerned about the importer and
international standing of his/her bank);
3) Irrevocable letter of credit (if concerned only about the reliability of the importer);
4) Documentary drafts for collection (checks drawn on the importer's bank);
5) Open account; and
6) Consignment sales
Being paid in full in a timely manner is always a major concern of any exporter, as is
commercial risk. U.S. exporters are encouraged to discuss these and all other concerns
with a CS Kenya specialist before doing business with a new partner for the first time.
As a general rule, U.S. exporters selling to Kenya for the first time are advised to
transact business only on the basis of cash-in-advance or an irrevocable letter of credit
confirmed by a recognized international bank. Any other form of payment carries a high
level of risk. The establishment of the African Trade Insurance Agency (ATI) in 2001
strengthened and increased foreign trade by providing cover against non-commercial
risks such as war, trade embargoes, expropriation, and seizure of goods. ATI has
support from the International Development Association – an arm of World Bank – and
offers insurance at lower costs than most private, commercial insurers. In October 2012,
Standard & Poors reaffirmed its “A/Stable” credit rating given to ATI. With this rating,
which ATI has maintained since 2008, U.S. exporters can take cover for their sales to
Kenyan and other African countries.

The Commercial Service section at the U.S. Embassy in Nairobi can provide background
and credit-risk information (for a nominal fee) on virtually any Kenyan individual or firm.
The section can also recommend local companies that provide U.S. exporters with credit
information and the bona fides of potential Kenyan importers on a commercial basis
(generally, for a higher fee than charged by the section). Interested U.S. firms should
visit the following website for further details: www.buyusa.gov/kenya
Note: Kenyan exporters themselves have liberal access to various types of attractive
and useful export finance and insurance programs. These include overdraft facilities,
revolving lines of credit, pre-shipment rediscounting facilities, and post-shipment
financing; however, for U.S. companies, Ex-Im Bank financing has proven to be
preferable to most trade financing options available locally.
How Does the Banking System Operate
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Kenya, already a regional leader, is developing one of the largest commercial banking
bases in Africa. At independence the nation inherited a financial system typical of British
colonies in Africa: a currency board; a commercial banking system wholly dominated by
major British banks; a Post Office Saving Bank, and a small number of non-bank
financial institutions (NBFIs) providing mortgage finance, insurance, and other financial
services. The sector has become substantial, sophisticated, and complex. Recent
years have witnessed a restructuring of the banking industry through liquidations and
mergers brought about by a declining client base and non-performing loans – as well as
overall poor management of some of the smaller, indigenous banks.
The sector includes the Central Bank of Kenya (CBK) the primary regulator of the
banking industry; 31 domestic and 13 foreign commercial banks with branches,
agencies, and other outlets throughout the country; one mortgage finance company; five
representative offices of foreign banks; six licensed deposit taking microfinance
institutions; 45 insurance companies; the Post Office Savings Bank with a large network
of branches around the country; 115 foreign exchange (forex) bureaus; two licensed
credit reference bureaus and 13,000 (generally less well-organized) savings and credit
cooperative organizations (SACCOs) with a membership of 8 million Kenyans.
However, the banking sector is essentially dominated by four major commercial banks,
namely Kenya Commercial Bank, Barclays Bank of Kenya, Standard Chartered, and
Equity Bank. In addition smaller banks have emerged and experienced tremendous
growth in recent years.
By the end of 2011, 10 Kenyan banks—including Kenya Commercial Bank, Commercial
Bank of Africa, and Bank of Africa—had subsidiaries operating in the EAC and South
Sudan. These subsidiaries registered profit before tax of Ksh 2.3 billion ($27 million),
with South Sudan, Tanzania, and Uganda accounting for the majority of profits.
In July 2012, Central Bank of Kenya (CBK) granted authority to Bank of China Limited
(BOC) to open a representative office in Kenya. BOC is the fifth foreign bank to receive
such authorization. In November 2012, Kenyan banks were authorized to open yuandenominated accounts to ease China-Kenya trade. China exported goods worth $1.7
million to Kenya in 2011, making it Kenya’s third largest source of imports behind the
United Arab Emirates and India.

Bank branches increased by 98 to 1,161 branches in 2011 and each of the country’s 47
counties had a branch. Increased usage of the agency banking model, introduced in
May 2010, allows commercial banks to offer banking services through third parties.
Increasing access to finance has been abridged with the use of innovation such as agent
banking, which allows commercial banks and DTMs to engage the services of third party
outlets to deliver specified financial services on their behalf.
Following the roll out of the agency banking model in May 2010, commercial banks have
been able to contract varied retail entities. These entities, such as security companies,
courier services, pharmacies, supermarkets and post offices act as third party agents to
provide cash-in -cash-out transactions and other services in compliance with the laid
down guidelines. As of June 2012, ten commercial banks had contracted 12,067 active
agents facilitating over 20.4 million transactions valued at Ksh 104.4 billion ($1.24
million).
As at 31st December, 2011, 23 banks were offering various internet products to their
customers. Internet services provided include; opening accounts, transferring funds to
different accounts, online viewing of the accounts, online inquiries and requests, online
salaries payments, clearing checks status query and instant alerts or messages of
account status.
The banking industry in Kenya in collaboration with the Kenya Bankers Association
(KBA) rolled out the Check Truncation System in August 2011. Check truncation refers
to a process in which physical checks presented for payment in a bank by individuals or
corporate bodies are converted into electronic form and the image transmitted
electronically to the clearing house for processing and eventual payment by the paying
bank. The introduction of this system is expected to speed up clearing of such checks in
addition to reducing incidences of frauds and the costs of transporting these checks from
one bank to another.
Only 19 percent of Kenyans have formal access to financial services through
commercial banks and the government-owned Post Bank. With the advent of mobile
money and its recent linkages to the formal banking system, however, the number of
Kenyans with access to electronic financial services has grown rapidly. Kenya has now
become a leader in financial inclusion and its example is being replicated in countries
around the world. With 29 million cell phone subscriptions, the vast majority of Kenyan
adults now have cell phone access, which they use for everything from voice and SMS
communication to banking, insurance, internet access, and other services. According to
the World Bank, M-Pesa processes more transactions within Kenya each year than
Western Union does globally. As of June 2012, 19.8 million Kenyans were using mobile
phone platforms to make transfer money, according to CBK figures. There were over
61,000 agents facilitating transactions in excess of Ksh 1.3 trillion ($15.4 billion) in the
year to June 2012. The CBK said the increase in mobile money transfers was fuelled by
a high number of consumers moving money in their bank accounts using mobile phones.
Safaricom’s M-Pesa, which has a 76 percent market share, has mobile banking
arrangements with 25 banks, which has contributed to greater accessibility of the
service. Customers have also increased the use of bank platforms through a wide array
of services. Mobile money platforms have been used to offer medical insurance,
microloans, transfer money to a pre-paid credit card, and even to pay parking, electricity,
and water bills.

Kenya’s capital markets have also continued to expand. While treasury bills and bonds
dominate the market for short-term securities there is only light trading in commercial
paper. However, the sector has seen increased activity via issuances of corporate
bonds and the establishment of collective investment schemes (unit trust, investment
clubs, mutual funds and employer share ownership plans), asset-backed securities and
venture capital funds.
U.S. investors, who consider extending short term financing to Kenyan businesses,
should exercise caution in evaluating repayment risk. Possession of an audited financial
statement and an attractive credit rating does not necessarily mean that debt will be
repaid. For instance, in 2009, there was a financial scandal where an oil marketing
intermediary fled the country without repaying short term debt borrowed from U.S.
investors on the basis of an apparently sound financial history.

Foreign-Exchange Controls
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In conjunction with the removal of import licensing requirements in 1993, Kenya
repealed all exchange control laws, and has moved to a fully market-determined
exchange rate system. There are no controls on foreign exchange, and this policy has
attracted short-term capital inflows.
In 2011 the Kenya shilling experienced a serious decline in value against major world
currencies such as the US dollar. The Central Bank of Kenya (CBK) initially did not
intervene; however, in October when the situation worsened, CBK stepped in to try and
stabilize the Kenya shilling. The CBK increased the Central Bank Rate (CBR) from
seven percent to 11 percent and by the end of 2011 the CBR stood at a record high of
18 percent forcing commercial bank lending rates to increase between 19 percent and
26 percent.
At the beginning of 2012 the Central Bank Rate stood at 18 percent, the Monetary
Policy Committee (MPC) lowered the Central Bank Rate (CBR) to 13.0 percent in the
month of September 2012 from 16.5 percent in August 2012, following further easing of
inflation and stability of the exchange rate. The weighted average interbank rate
decreased to 7.02 percent in September 2012 from 8.97 percent in August 2012. The
level of inflation dropped for the tenth consecutive month settling at 5.32% in September
2012 effectively drew the rate closer to the Government target of 5% for the medium
term.
The Central Bank of Kenya licenses foreign exchange bureaus, which were introduced
in 1995 to enhance efficiency in the forex market. These bureaus are open longer hours
than banks and have increased competition in the foreign exchange market. There are
currently 115 registered Forex Bureaus in Kenya, with over 90 located in Nairobi. Only
the following capital transactions have foreign exchange restrictions:
1)

Investment by foreigners in shares (set in July 2002 at not more than 75 percent
for both companies and individuals on shares traded on the NSE); and

2)

Investments by Kenya residents outside Kenya exceeding US$500,000 must be
approved by the Central Bank through the facilitating bank.

Residents and non-residents are permitted to buy or sell foreign exchange, without
restriction, to and from authorized dealers up to the equivalent of US$10,000. Amounts
exceeding this limit require documentation to show the purpose for the transaction. This
is, however, primarily only for administrative recording by the Central Bank of Kenya. In
December 2009, the GOK assented to the Anti-Money Laundering (AML) Bill, which
came into effect in June 2010. The enactment of this AML law has been lauded as a
positive move by Kenya’s bankers and financial representatives, who see it as a major
step in the fight against money laundering in the country and region given Kenya’s
unfortunate position as a base or transit point for money laundering activities.
Exporters may retain all their export proceeds in foreign currency accounts with local
banks, or sell such proceeds to obtain local currency. Residents may borrow abroad
with no limit on the amount; however, the government will not guarantee any borrowing
by the private sector. Although payments under technical, management, royalty, and
patent fees are freely remittable, relevant agreements and renewals are subject to
approval.
Persons leaving or entering Kenya are permitted to take from or bring into the country up
to KSh500,000 of Kenyan currency and a foreign currency equivalent to a maximum of
US$6,250 without duty. Amounts beyond these limits may be taken out or brought into
the country provided they are declared at the point of departure or entry.

U.S. Banks and Local Correspondent Banks
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Almost all major commercial banks in Kenya have either direct or indirect correspondent
offices in London and the U.S. They include the following:
Bank of Africa
Bank of Baroda
Bank of India
Barclays Bank of Kenya
Citibank
Commercial Bank of Africa (CBA)
Habib Bank A.G. Zurich
Habib Bank Ltd
Kenya Commercial Bank
Dubai Bank Bank PSC
National Bank of Kenya
CFC Stanbic Bank
Standard Chartered Bank
Equity Bank
Family Bank
United Bank of Africa (UBA) Kenya
Ecobank
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Project Financing

Several large infrastructure projects, notably in the cellular business, power generation,
and road infrastructure, have been financed internally through a combination of IPOs on
Kenya’s stock market and the issuance of local debt. The privatization of a 25 percent
government stake in Safaricom completed in the first quarter of 2008 represented a very
large infusion of cash to the government. Several other IPOs concluded over the past
three years were also over-subscribed by local investors, confirming that ample local
funding is available for major infrastructure projects that have clear government backing.
Recent foreign direct investment has originated from China (quasi-public), with private
money coming from the Gulf States, Libya, and recently Indian investors. South African
banks, notably Stanbic, NedBank and Rand Merchant Bank have expressed interest in
providing debt financing to major projects of a purely commercial nature.
Each year Kenya receives financing assistance from donors, focused more on capacity
building than commercial projects. There are three sources of external assistance:
multilateral, bilateral, and Private Voluntary Organizations (PVOs). The first category
can further be divided into United Nations Organizations and non-United Nations
multilateral institutions. Bilateral donors lead in provision of project financing, followed
by multilaterals and PVOs.
The largest overall multilateral donor is the World Bank. The World Bank’s portfolio in
Kenya consists of 21 active national operations with a total commitment of more
than US$2.39 billion and five regional projects with a total commitment of US$403.6
million. In fiscal year 2012 (July-June), the Bank’s Executive Directors approved
US$55.1 additional financing for the Transparency and Communications Infrastructure
Project and US$56.8 additional finance for the Health Sector Support Project. In
February 2012, the Bank also approved US$166 million in partial risk guarantees for four
private independent thermal and geothermal power projects to improve Kenya’s
electricity supply. The largest share of commitments is in infrastructure (transport,
energy and telecommunications), water, agriculture, natural resource management and
health.
Active World Bank-funded projects include:
Project

Value (US $million)

Judicial Performance Improvement

120

Kenya Infrastructure Finance/PPP project

40

Kenya: National Urban Transport Improvement Project

300

Nairobi Metropolitan Services Improvement Project

300

Water and Sanitation Service Improvement Project Additional Financing

300

Kenya - KTCIP/Additional Financing (RCIP 1)
Accelerating Rural Women's Access to Markets and Trade

55.1

2.86
Kenya Private Sector Power Generation Support Project

166

Health Sector Support Additional Financing

56.8

GPOBA W3: Kenya Electricity

5.15

Kenya Transport Sector Support Project

300

Kenya Informal Settlements Improvement Project (KISIP)

100

KE-Total War Against HIV & AIDS (TOWA) - Additional
Financing

55

Kenya Agricultural Carbon Project

1

Kenya Agricultural Productivity and Sustainable Land
management Project (KAPSLMP)

10

Kenya Coastal Development Project

35

Kenya Coastal Development Proejct

5

Support to the Government of Kenya for Social Protection
Programming

1.5

Health Sector Support

100

Kenya: Adaptation to Climate Change in Arid and Semi-Arid
Lands (KACCAL)

5.5

Electricity Expansion

330

Kenya Youth Empowerment Project

60

Municipal Program

100

Enhancing Agricultural Productivity Project

26.19

Kenya Agricultural Productivity and Agribusiness Project

82

Northern Corridor Additional Financing

253

Kenya - Energy Sector Recovery Project Additional Financing

80

Kenya Cash Transfer for Orphans and Vulnerable Children

50

Water and Sanitation Service Improvement Project

150

CF Kengen, Sondu Miriu, Kipevu

17.06

CF Kengen, Kiambere, Tana, Eburru

2.77

Total War Against HIV and AIDS (TOWA) Project
Kenya - Natural Resource Management Project

80

68.5
Western Kenya CDD and Flood Mitigation Project

86

Kenya Microfinance for Water Services Project

1.15

BioCF Kenya Greenbelt Movement

2.2

Kenya KenGen Carbon Finance umbrella

0

Financial and Legal Sector Technical Assistance Project

18

Energy Sector Recovery Project

80

Northern Corridor Transport Improvement Project
Export Development

207
49.2

Financial Sector Adjustment

67.3

Financial Sector Adjustment

44

Industrial Sector Adjustment

53.7

The private lending arm of the World Bank Group, the International Finance Corporation
(IFC), provides substantial amounts of finance to the private sector, particularly
investments with a potential of generating foreign exchange.
In 2012, the African Development Bank (AfDB) signed two loan agreements with the
Government of Kenya to finance a major regional hydroelectric power project and the
enhancement of the country’s higher education system. The first loan totaling US $115
million will finance the construction of the multinational electricity highway between
Ethiopia and Kenya, consisting of about 1,068 km of high voltage direct current (HVDC)
500 kV transmission line and associated AC/DC converter stations at Wolayta-Sodo
(Ethiopia) and Suswa (Kenya) substations, with a power transfer capacity of up to 2,000
MW. The project will be commissioned in November 2017.
The second loan of US $43 million will go towards improving the quality and relevance in
engineering faculties in line with Kenya’s Vision 2030 priorities for science, technology
and innovation (STI) and human resource aspirations of the East African Community
(EAC) integration. The project aims to contribute to an increase in qualified and skilled
engineers from 6,350 in 2012 to almost 12,000 by 2017 to drive the key sectors of Vision
2030. The project will target six university constituent colleges and two universities
whose core mandate is STI in line with the Kenya Engineering Registration Board
(KERB) recommendations. The African Development Fund Board approved a Grant of
US $23.02 million (UA 15 million) to finance the improvement and integration of the
payment systems in Burundi, Kenya, Rwanda, Tanzania and Uganda.
In August 2012, AfDB announced that it will assist the Government of Kenya (GoK) in
attracting international investors to inject funds into the Konza Technology City – also
dubbed “Africa’s Silicon Savannah,” a US$9.0 billion Vision 2030 Greenfield flagship
project which the Ministry of Information and Communications (MoIC) will implement.

Earlier in October 2010, the African Development Bank (AfDB) approved a US$15
million equity investment in Catalyst Fund, a 10-year multi-sector private equity based in
Kenya that seeks to invest in medium sized companies in consumer goods, financial,
technology, telecommunications, packaging and agribusiness sectors across the East
African Community as well as the Democratic Republic of Congo, Ethiopia and Zambia.
In 2008, the Bank approved a new Country Strategy Paper (CSP) for Kenya covering
2008 –2012 period. The CSP is underpinned by the African Development Fund
allocation of approximately US$532.5 million for Kenya for various projects. These
include energy transmission, road sector support, support for the Mombasa-NairobiAddis corridor, rural water and sanitation, vocational education and training, as well as
integrated land and water resources management.
In the private sector, AfDB is sponsoring several ongoing projects in Kenya, including
the US$11.58 million Growth-Oriented Women Enterprise (GOWE) Development
project. A number of private sector projects are in the pipeline, including the Northern
Corridor Nairobi Concession and the Lake Turkana Wind Power Plant projects. U.S.
firms should examine the possibility of using the private sector window established at the
AfDB. For more information on opportunities for projects funded by multilateral
development banks, U.S. firms should visit the African Development Bank’s website on
www.afdb.org.
In the U.S. fiscal year that ended on September 30, 2012, the U.S. allocated US$652.3
million in official foreign assistance to Kenya. Of this amount, some US$ 12.6 million
was allocated to peace and security programs, US$468.8 million to HIV/AIDS programs
that were being managed by PEPFAR, US$4.5 million to tuberculosis, US$36.5 million
for malaria, US$10.4 million for maternal healthcare, US$24.8 million for family planning,
US$2 million on nutrition and US$10 million on water supply and sanitation programs.
US$ 2.8 million was appropriated to support democracy, human rights and governance,
US$18 million for education and youth fund, and US$50 million to supporting economic
development.
OPIC is seeking to expand its existing Kenya portfolio of $320 million to supporting
mobile banking, housing, telecommunication and power. In July, 2012, OPIC approved
a $72 million direct loan to Wananchi Group Holdings (WGH), a Kenyan company, to
extend fiber optic cable services for high-speed internet, television and voice-over
internet telephonic services in Kenya. Through this facility, WGH will also provide pay
TV programming via satellite across a broad footprint of cities and rural areas directly to
Kenya, Tanzania, and Uganda, and indirectly through agents to a number of other East
African countries, including Burundi, Malawi, Rwanda, Somalia, South Sudan, and
Zambia. Another U.S.-initiative is the “Ambassador’s Self-Help Fund”, an Embassymanaged US$92,000 grant fund divided up annually among about 20 small-scale
projects throughout the country.

Web Resources
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Export-Import Bank of the United States: http://www.exim.gov
Country Limitation Schedule: http://www.exim.gov/tools/country/country_limits.html

Overseas Private Investment Corporation: http://www.opic.gov
Trade and Development Agency: http://www.tda.gov/
Small Business Administration's Office of International Trade: http://www.sba.gov/oit/
USA Commodity Credit Corporation: http://www.fas.usda.gov/ccc/default.htm
U.S. Agency for International Development: http://www.usaid.gov
Capital Markets Authority – www.cma.or.ke
Nairobi Securities Exchange – www.nse.co.ke
United Nations Organization – www.unon.org
African Trade insurance Agency- www.ati-aca.org
Central Bank of Kenya- www.centralbank.go.ke
Africa Development Bank: www.afdb.org
International Finance Corporation: www.ifc.org
World Bank: www.worldbank.org
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While there is solid potential for U.S. goods and services in Kenya, Kenya is a
developing country with a complex market. The U.S. exporter should keep certain
factors in mind to achieve maximum success, with logistics and safety key among these.
Within the context of Kenya’s political and business culture, which differ in many
respects from those of the U.S., the U.S and Kenya have enjoyed a stable relationship
for many decades. The principles of customary business courtesy, especially replying
promptly to requests for price quotations and orders, are a prerequisite for exporting
success. In general, Kenyan business executives are sophisticated, informal, and open.
The use of first names at an early stage of a business relationship is acceptable.
Friendship and mutual trust are highly valued, and once an American has earned this
trust, a productive working relationship can usually be obtained.
Given the competitive market, and increasing international experience and growing
prevalence of expatriated Kenyans doing business in Kenya and often returning to
Kenya to live and work, Kenyan firms have significant expertise in international business.
Kenyan buyers appreciate quality and service, and, if justified, are willing to pay a
premium if they are convinced of a product's overall superiority. The market, however,
remains very price sensitive. It is not uncommon to receive an inquiry to compare prices
among suppliers. Care must be taken to ensure that delivery dates are closely adhered
to and that after-sales service is promptly honored. While it is natural to assume the
client understands the product well, it is important to communicate any known limitations
or variations from similar products in the market to reduce the chances of
misunderstandings, or failed business relationship. As there are numerous factors that
may interfere with prompt shipment, U.S. exporters should allow for additional shipping
time to Kenya and ensure the Kenyan buyer is continuously updated on changes in
shipping schedules and routing. Since Kenyan wholesalers and retailers generally do a
lower volume of business than their American counterparts, U.S. firms should be
prepared to sell smaller quantities than is normal in the U.S. It is recommended to have
on your contact list, consolidators who could potentially fulfill shipment of smaller orders

by consolidating them with other shipments destined for Kenya. Experience in shipping
to Kenya would be necessary when selecting such firms.
U.S. firms should maintain close contact with distributors and customers to exchange
information and ideas. Local distributors/representatives can serve as an excellent
source of local market information and as appraisers of product market acceptance. In
most instances, mail, fax, or telephone communications are sufficient, but the
understanding developed through periodic personal visits is the best way to keep
distributors apprised of new developments and to resolve problems quickly. Prompt
acknowledgment of correspondence by fax or e-mail is mandatory.
If the market size and demand warrants, U.S. marketers should seriously consider
warehousing in Kenya for speedy supply and service of customers. Local assembly of
complete knock down kits, especially for electrical and electronic goods, is
recommended; this has proven viable in the Kenyan market and also has an import duty
advantage. As would be the case in most markets, vigorous and sustained promotion is
often needed to launch products. Products must be adapted to both technical
requirements and to consumer preferences, as well as to meet Kenyan Government
regulations. The GOK wants to ensure that all imports conform to the stipulated
technical specifications; any flaws detected could result in the withdrawal of the product
from the market, prosecution of the manufacturer and the retailer/importer, or both. It is
not sufficient to merely label a product in conformity with national requirements to
achieve successful market penetration. Consumers must be attracted to the product by
the label and packaging as well as ease of use. Where possible, a website detailing
product value, features, dimensions and shipping weight would be an added advantage.
It is more common now for Kenyan buyers to undertake a due diligence or search online
for more information on products.

Travel Advisory
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The U.S. maintains a Travel Warning on Kenya due to the threat of terrorism and violent
crime. For information on the travel advisory, visit
Insert text here
Visa Requirements
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Effective July 1, 2011, the fee is $50 for single-entry visas, and $100 for multiple-entry
visas for each applicant regardless of age, and whether obtained in advance or at the
airport. Evidence of yellow fever immunization may be requested, and some travelers
have been turned around at immigration for not having sufficient proof of immunization.
Travelers to Kenya and neighboring African countries should ensure that the validity of
their passports is at least six months beyond the end of their intended stay. Kenyan
immigration authorities require a minimum of two blank (unstamped) visa pages in the
passport to enter the country; some travelers have experienced difficulties when they
arrive without the requisite blank pages. Travelers should make sure there are sufficient
pages for visas and immigration stamps to enter into Kenya and other countries to be
visited en route to Kenya or elsewhere in the region.

Travelers may obtain the latest information on visas as well as any additional details
regarding entry requirements from the Embassy of Kenya, 2249 R Street NW,
Washington, DC 20008, telephone (202) 387-6101, or the Kenyan Consulates General
in Los Angeles and New York City. Persons outside the United States should contact the
nearest Kenyan embassy or consulate.
If you are going to live in or travel to Kenya, please take the time to tell us about your trip
by enrolling in the Smart Traveler Enrollment Program
U.S. Companies that require travel of foreign businesspersons to the United States
should be advised that security evaluations are handled via an interagency process.
Visa applicants should go to the following links.
State Department Visa Website: http://travel.state.gov/visa/
Telecommunications
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Kenya has a well developed telecommunications infrastructure that is easy to access
and low cost. Roaming services are available for majority of the major networks
worldwide, and blackberry roaming services are also available on 3 of the 4 networks in
Kenya (Safaricom, Airtel, Orange, YU). While roaming is the most convenient it can be
significantly expensive.
A pre-paid local line can be purchased for as little as US 25cents even at the airport, and
top up cards purchased in denominations as low as Ksh. 5(US 5cents) up to Kshs. 1,000
(USD 12.5). Calling the U.S. from local networks is now an incredibly low fee of U.S.
3.75 cents per minute of talk time.
While the government now requires all sim cards/lines owners/users to be registered,
the enforcement is not yet to the level where the card would not function. Therefore a
visitor on short stay still has an opportunity to purchase a line for short term use.
This same mobile line can be used to purchase data bundles to enable one to
communicate and stay in touch on email, Skype or other web based service. Select
networks have 3.75G enabled (Safaricom and Airtel).
Other telecommunications services such as Fax, Telegraphs are still available, however
part of a generation of technologies slowly being phased out.

Transportation
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Taxis and rental automobiles are available in large towns and cities. Traffic moves on
the left-hand side of the road. For safety reasons, visiting American business
executives should not use the informal “matatu” bus system or trains. If possible, taxis
should be hired via concierge services at hotels or through reputable travel agents.

Kenya has two major international airports: Jomo Kenyatta International Airport (JKIA) in
Nairobi and Moi in Mombasa. Inland passengers and freight are conveyed by the road
and rail network. Passenger travel by train is not recommended. Taxis are available at
the airport, and we would recommend getting a taxi from the various Taxi companies
with an office outside the arrivals.

Language
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The official languages of Kenya are English and Kiswahili. However, many different
languages and dialects are spoken throughout the country. The commercial language is
English. Language barriers pose few problems, but in legal documents it is important to
have lawyers who can interpret distinctions between American English and Kenyan
English.
Health
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Adequate medical services are available in Nairobi and, to a lesser extent, in Mombasa.
Malaria is not prevalent at high elevations, but precautions must be taken in lower areas,
especially in the coastal and lake basin regions. Americans traveling to Kenya are
advised to consult with their doctor prior to travel and to bring their malaria prophylaxis
with them. Residents should follow a strict sanitary regime in washing and preparing
food, including washing food which will be eaten uncooked in a dilute bleach solution
and rinsing in drinking water. Do not drink tap water and do not eat food from street
vendors; food prepared in reputable restaurants should be fine. Avoid ice that is not
made with drinking water. Other precautions should be taken to avoid contracting
endemic tropical diseases such as yellow fever. You may be asked to provide proof of
yellow fever vaccination at the airport before entry into the country is allowed. Measles,
polio and rabies have also recently become prevalent.
The U.S. Embassy’s Consular Section can provide visitors with a list of qualified local
physicians. If a pharmacy recommends a substitute prescription other than the one
prescribed by a U.S. physician, please consult with one of the doctors on the Embassy’s
list.
U.S. medical insurance is not always valid outside the United States. U.S. Medicare and
Medicaid programs in particular do not provide payment for medical services outside the
United States. Physicians and hospitals expect immediate cash payment for health
services. Uninsured travelers who require medical care overseas may face serious
financial difficulties.
Visitors should check with insurance companies to confirm whether their policies apply
overseas, and include medical evacuation for adequacy of coverage. Serious medical
problems requiring hospitalization or medical evacuation to the U.S. can cost tens of
thousands of dollars. Visitors should ascertain whether payment will be made to the
overseas hospital or doctor, or whether they will be reimbursed later for expenses they
incur. Some insurance policies also include coverage for psychiatric treatment and for
disposition of remains in the event of death.

Useful information on medical emergencies abroad, including overseas insurance
programs, is provided in the Department of State’s Bureau of Consular Affairs brochure,
Medical Information for Americans Traveling Abroad, available via the Bureau of
Consular Affairs home page http://travel.state.gov/travel/tips/tips_1232.html
Information on vaccinations and other health precautions may be obtained from the
Centers for Disease Control and Prevention's international travelers hotline at telephone:
1-877-FYI-TRIP (1-877-394-8747); fax: 1-888-CDC-FAXX (1-888-232-3299), or by
visiting the CDC Internet home page at www.cdc.gov.
Local Time, Business Hours, and Holidays
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Most of the year, Kenya is UTC/GMT +3, or three hours ahead of London and eight
hours ahead of Eastern Standard Time. Accordingly, 8:00 a.m. on the West Coast of the
U.S. and 11:00 a.m. on the East Coast is 7:00 p.m. in Kenya.
A 40-hour workweek is the norm for offices and factories. Typical office working hours
are 8:00 a.m. to 5:00 p.m. with lunch from 1:00 p.m. to 2:00 p.m. Banking hours are
from 9:00 a.m. to 3:00 p.m. Most retail stores are open from 9:00 a.m. to 6:00 p.m.
There are several supermarkets that are open 24hrs, and most shopping malls will have
some shops open till 8pm.
The following are the official statutory holidays when most commercial offices are
closed:
New Year's Day
Good Friday
Easter Monday
Labor Day
Madaraka Day
Id-Ul-Fitr
Mashujaa Day
Jamhuri Day
Christmas Day
Boxing Day

January 1
March 29
April 1
May 1
June 1
August 8* Subject to confirmation
October 20
December 12
December 25
December 26

Temporary Entry of Materials and Personal Belongings
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Kenyan law limits the period of temporary importation to be consistent with the purposes
for which goods have been imported. For instance, the temporary importation period for
goods imported for exhibition purposes shall be limited to the period of the exhibition.
However, the Minister for Finance may extend the period of temporary importation
beyond twelve months upon application depending on the merit of each case. Such
extensions are best requested before the expiry date to avoid inconvenience.

Web Resources
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American Citizens Registration Form:
http://www.travel.state.gov/travel/tips/registration/registration_1186.html
Bureau of Consular Affairs home page – travel.state.gov
Consular Information Sheet for Kenya –
http://www.travel.state.gov/travel/cis_pa_tw/cis/cis_1765.htmlhtml
Centers for Disease Control – www.cdc.gov
State Department Visa Website: http://nairobi.usembassy.gov/visas.html
Superintendent of Documents, U.S. Government Printing Office
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Contacts
Market Research
Trade Events

Contacts
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1. U.S. EMBASSY AND U.S. GOVERNMENT TRADE-RELATED CONTACTS
Foreign Commercial Service
U.S. Commercial Service Section
U.S. Embassy Nairobi, United Nations Avenue
P.O. Box 606, Village Market 00621, Nairobi, Kenya
Tel: +254 (20) 363-6000 (x6424); fax: +254 (20) 363-6065
Email: office.nairobi@trade.gov
Website: www.buyusa.gov/kenya
Until July 31, 2013
Contact: Camille Richardson, Senior Commercial Officer and
Counselor for Commercial Affairs
Email: Camille.Richardson@trade.gov
After August 13 contact:
Contact: Chip Peters, Senior Commercial Officer and
Counselor for Commercial Affairs
Email: Francis.Peters@trade.gov
Economic Section
U.S. Embassy Nairobi, United Nations Avenue
Tel: +254 (20) 363-6000 (x6051); fax: +254 (20) 363-3611
Contact: David Renz, Counselor for Economic Affairs
Email: RenzDX@state.gov
Website: www.usembassy.state.gov
Export-Import Bank (EXIM)
811 Vermont Avenue, N.W, Washington, D.C. 20571
Tel: (202) 565-3946 or 1-800-565-EXIM; fax: (202) 565-3380
Website: www.exim.gov
Foreign Agricultural Service
U.S. Embassy, Nairobi, United Nations Avenue
Tel: +254 (20) 363-6000 (x6413); fax: +254 (20) 363-6349
Contact: Kathryn snipes, Agricultural Affairs Counselor
Email: kate.snipes@state.gov
Website: www.fas.usda.gov

Market Access and Compliance – Office of Africa
U.S. Department of Commerce
14th & Constitution Avenues, N.W; Washington, D.C. 20230
Tel: (202) 482-5148; fax: (202) 482-4228
Contact: Ludwika Alvarez
Email: Ludwika.Alvarez@trade.gov
Website: www.mac.doc.gov
Overseas Private Investment Corporation (OPIC)
1100 New York Avenue, N.W, Washington, D.C. 20527
Website: www.opic.gov
Trade Promotion Coordinating Committee (TPCC)
Trade Information Center, USA Trade Center, Ronald Reagan Building
Washington, D.C. 20230
Tel: 1-800-USA-TRADE
Website: http://www.export.gov/faq/eg_main_017489.asp
U.S. Department of Agriculture
Foreign Agricultural Service
Trade Assistance and Promotion Office
Tel: (202) 720-7420; fax: (202) 720-7772
Website: www.usda.gov
U.S. Department of State
Office of Coordinator for Business Affairs; Washington, D.C. 20250
Tel: (202) 647-1625; fax: (202) 647-3953
Email: cbaweb@stategov
Website: www.state.gov
Market Research

Return to top

To view market research reports produced by the U.S. Commercial Service please go to
the following website: http://www.export.gov/mrktresearch/index.asp and click on
Country and Industry Market Reports.
Please note that these reports are only available to U.S. citizens and U.S. companies.
Registration to the site is required, and is free.
Trade Events
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Please click on the link below for information on upcoming trade events.
http://www.export.gov/tradeevents/index.asp
http://export.gov/ibp/ibp.asp
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Chapter 10: Guide to Our Services
The President’s National Export Initiative aims to double exports over five years by
marshaling Federal agencies to prepare U.S. companies to export successfully,
connect them with trade opportunities and support them once they do have
exporting opportunities.
The U.S. Commercial Service offers customized solutions to help U.S. exporters,
particularly small and medium sized businesses, successfully expand exports to new
markets. Our global network of trade specialists will work one-on-one with you through
every step of the exporting process, helping you to:
•
•
•
•
•

Target the best markets with our world-class research
Promote your products and services to qualified buyers
Meet the best distributors and agents for your products and services
Overcome potential challenges or trade barriers
Gain access to the full range of U.S. government trade promotion agencies and
their services, including export training and potential trade financing sources

To learn more about the Federal Government’s trade promotion resources for new and
experienced exporters, please click on the following link: www.export.gov
For more information on the services the U.S. Commercial Service offers to U.S.
exporters, please click on the following link: (Insert link to Products and Services section
of local buyusa.gov website here.)
U.S. exporters seeking general export information/assistance or country-specific commercial
information can also contact the U.S. Department of Commerce's Trade Information Center at
(800) USA-TRAD(E).
To the best of our knowledge, the information contained in this report is accurate as of the date
published. However, The Department of Commerce does not take responsibility for actions
readers may take based on the information contained herein. Readers should always conduct
their own due diligence before entering into business ventures or other commercial
arrangements. The Department of Commerce can assist companies in these endeavors.
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