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Foreword

Kenya is a regional strategic foreign investment destination as a result of the espatabt
African community market. The East African Common Market Protocol provides for free
movement of goods and services, enhancing trade among the member states with a total
market potential of almost 130 million people.

To tap into this growing markepotential the Danish Embassy in Kenya is committed to
FaaAadAy3d GKS Frad INRgAYy3I 5FyAakK AygSadaySyl
term development cooperation objectives of contributing to the twin development goals of
economic growh and employment in Kenya.

Through its Danida Business Partnerships Programme the Danish Embassy in Kenya has
committed itself to increase the quality and quantity of long term partnerships between Danish
business investors and Kenyan business partrigis. programme is designed to achieve this
objective by promoting investment and trade opportunities for Danish investors in doing
commercial businesses with Kenyan partners.

This Business Development Profile of Kenya has been designed to provide iDaeshrs
interested in teaming up with Kenyan partners with information on the political, economic and
social investment climate of Kenya that can assist them in their decision making. Special focus
has been placed on emerging business opportunities & éhergy sector, especially green
energy to which Denmark has committed its support under the Business Sector Support
Programme (BPSP 2). Other excellent opportunities exist in the Information and
Communication Technology (ICT) Sector andlagginess.

| hope the information will inspire potential Danish investors and Kenyan business partners to
explore further the business opportunities in Kenya and in the entire East Africa Region.

Sincerely,

Geert Aagaard Andersen

Ambassador of Denmark, Kenya




MAP OF KENYA
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SOME KEY FACTS ABOUT KENYA

Government

Area
Geographical location

Coast Ine
Climate & Terrain
Natural Resources

Population
Ethnic Groups & Religion

Life Expectancy

Languages (Main)

GDP; estimated growth; Per Capita
GDP Composition Estimates
Agriculture Products (Main)

Industries (Main)

Infrastructure

Neighbouring Countries
Currency

Elected President is Head of state and government fi
renewable Byear term.

Two- chamber Parliamentary Democracy: the Sen
and House of Representatives.

Devolved system of governme with 47 semi
autonomous Counties

582,650 sq Km (569,250 land & 13,400 water)

Lies between 5 degrees north and 5 degrees sa
latitude and between 24 and 31 degrees east longitug
Is almost bisected by the equator.

536Km along Indian Ocean

Tropical & Low Plains rise to Central Highlands bise
by the Rift Valley; Fertile plains to the west

Gold, Limestone, Soda Ash, Salt, Rubies, Fluor
Garnets, Wildlife, Hydropower, \ikx & Arable land

40 Million with over 65 per cent below 35 years;

42 Tribes with 80 per cent Christian, 10per cent Mus
& 10per cent Others

54 years

English & Kiswahili with 85 peent Literacy

$ 67 Billion; 5.6% growth; $1675 (2011 est.)
Agric. 21 per cent, Industry 10per cent, Services 56
cent

Tea, Coffee, Corn, Wheat, Cane, Fruits, etges,
Flowers, Dairy, Poultry

Plastic, Furniture, Metal, Engineering, Textiles, A
processing, Cement, Tourism, Oil refining, FIq
Cigarettes & Beer

Roads, Electricity, Telecommunication, Air Transp
Water Ways Ports, Internet Host & Pipelines

Uganda, Tanzania, Rwanda, Somalia, Sudan, Ethiop
Shilling




BRIEF POLITICAL HISTORY OF INDEPENDENT KENYA

Kenya attained its independence from British colonial rule in 1963 affgotracted liberation war that
remains one of the bloodiest struggles for independence in African history. The exit of the British
ushered in a government under President Jomo Kenyatta that adepgaradigm of development
shaped through the concept &f F NA OF'y {2O0A L f AaY® ¢KS LI NrRAIYQ.
equality; social justice; human dignity including freedom of conscience; freedom from want,
disease, and exploitation; equal opportunities; and high and growing per capita incomes,
equitably distributed. The economic performance during this period was impressive, and
virtually every indicator of performance was well above average. There were however setbacks
experienced despite the progressive economic growth. Problems of regional inezgjaliti
increased urban population, landlessness, political suppression, personal insecurity among
other ills experienced by the country in the latter years trace their history to independence and
the ideology adopted by the new government.

President Kenyattdied in office in 1978 and was succeeded by Daniel Arap Moi, his deputy of
several years. Promising to keep Kenyatta's legacy alive, Moi launched campaigns against
tribalism and corruption. He also forged strong ties with Western countries, the UnitgdsSt

and great Britain in particular. Moi however had little tolerance for opposition politics and put

in motion a process that saw Kenya become gule one party state. It was only after an
incessant citizen protest, international criticism and donoegsure that Moi gave in to
pressure and allowed muidparty politics in 1991 followed soon after by megtarty elections in

1992. Vying against a divided opposition, Moi went on to win the 1992 elections and repeated
the feat in 1997.

In 2002 electionsMoi was constitutionally barred from vying for office having served for two
consecutive five year terms as required by law. A united opposition coming together under the
National Rainbow Coalition (NARC) won the elections with Mwai Kibaki becoming ptesiden
SYRAY3 a2AQad Hn &SFENI NBAIyd YAOI1AQa NBAIYy K¢
the citizens and improved social development in terms of improved access to education, health
services, water and electricity. The economy witnessed tremesdpowth, rising to 7.1% in

2007 from near negative performance in 2002.

CKS AYLINB&aaAgdS LISNF2NXIFyOS o6& VYAOlI1AQa 3I20SN
negated by perceptions of inequitable distribution of resources and ethnic favoritism in
appointments to key government positions. This led to a fierce political contest in the 2007
elections whose outcome was inconclusive and ended up in a bloodyefersion violence.

Following peace negotiations brokered by the UN and chaired by the former UNteéBgcre

General, Kofi Anan, Kibaki formed a coalition government with his main opponent RailaOdinga
gK2 (G221 (0KS tNAYS aAyAradSNRa LkRadoe !' ySg 02y
currently under implementation. It reduced presidential powers a®yolved most structures

of government to 47 counties, thus ensuring equitable distribution of wealth. Next eleations

under the new constitutiorg are scheduled for late 2012.



WHY INVEST IN KENYA?

Comparatively, Kenya provides a desirableinvestmentimi@son in Africa. Even though the
country has to contend with a number of negative issues, it still has considerable comparative
advantage over other competing African countries. The key strengths include:

1.

A Stable Democracy

Kenya has maintained polidit stability and democracy since attaining independence from

Britain in 1963. The government is headed by a president who is elected every five years. The

last elections that were held in 2007 led to violence arising from disputed results. The matter

was lowever quickly resolved and peace resumed within a very short time. A new constitution

gl a Ldzi Ay LI OS AYy wnmnd LG NBRdAzZOSa (KS LINB.
counties.

A fully liberalised economy
Kenya has no exchange or price contrésstrictions have been lifted on the domestic
and foreign borrowing by residents and nogsidents.

Transparent and predictable tax and licence regimes
An investor can make projections based on annual review of taxes and licences

Relatively well deveped infrastructure
The road network is fairly modern and currently undergoing massive expansion and
modernization. Work is underway to expand rail lines.

A deep pool of educated and skilled manpower
YSyel Qa &aiAtftSR YI yLR2gSN KrgatheYcouhyyathet @ O2
manufacturing, commercial and financial hub in Eastern and Central Africa.

An attractive and comprehensive package of incentives offered to investors.
There is a raft of incentives under a es®p-shop for investors known as the Kenya
Investment Authority (Kenlnvest)

. A leading tourism, wildlife and safari destination.

The tourism industry, already one of the most successful in the world, continues to expand.

Membership of regional trading blocs

These trading blocs include COMESADI@Ad EA. Kenya is also a beneficiary country
under preferential trade and investment benefits offered by Africa Growth &
Opportunity Act (AGOA) legislation of the United States of America and the ACP
Cotonou agreement with European Union



10.

11.

12.

13.

14.

15.

16.

Well develope stock exchange in the region
The Nairobi Securities Exchange has been in existence since the 1950s and currently
holds a membership of over sixty (60) companies including relatively small businesses.

Excellent connectivity to major wonldde hubs andime zones

This makes it easy to work with most continents. Nairobi is the undisputed transportation
hub of Eastern and Central Africa and the largest city between Cairo and Johannesburg. Also
the Port of Mombasa is the most important deg@ter port in he region, supplying the
shipping needs of more than a dozen countries.

A strong and cooperative relationship between the public and private sectors (PPP)

There exist excellent working relations between the government, private sector and
international deelopment partners. This relationship provides for a conduciveenvironment
to attract local and foreign investments.

Proximity to Eastern Africa and Central African market.
These two have a land area larger than China and a population larger than thatdfSh

A relatively well developed manufacturing base in the Eastern African region.
CKS YIydzFlI OGdzNAy3 aSOG2N) Aa NBflGAGStEe& Y2NB
hence high levels of export of manufactured goods to those countries.

Potential fa exploration and exploitation of mineral resources.

YSyelrQa YAYSNIt NBaz2dz2NOSa (GK2dAK ftAYAGSRZ N
materials such as titanium. At present exploration of oil is ongoing off the Indian Ocean

Coast and other partsf the country.

Favorable weather /Climate as well as attractive and diverse social/cultural environment.
Kenya strides the equator and enjoys moderate climate throughout the year. The people are
friendly and willing to share their rich cultural heritagéh visitors.

Other advantages:

Extensive use of mobile (cell) phones for doing business and telemarketing. Fixed lines and
wireless mobile lines are relatively inexpensive.

The electrical current in Kenya is 240 volts, 50 hertz (cycles per secont),isvhompatible

to that in many countries.



On the right path: Recent Key Business Sector Reforms

The strategic framework laid out in major Government policy pronouncements since
2003focuses on a private/business sector driven development procHEsis. was articulated in

G¢KS 902y2YAO wSO2@SNE {GNXdGS3e F2N) 2SHfOGK |
Gt NAGIFGS {SOG2N) 58S@St2LIYSyd {GNIGS3e o6t {5{0¢
turn Kenya into anewly industrializing, middincome country providing a high quality life to all its

citizens by the year 2030.

To this end certain identified constraints that were clearly inimical to private sector growth had
to be urgently alleviated through far reaching reforms. Some of these contraiclude:

1 The poor and costly infrastructure

1 The problem of insecurity

1 Limited specialized skills in the market

1 Bureaucratic regulations and procedures that inordinately delay business operations
1 Limited access to capital

Through a robust public/prita dialogue, it has been possible to implement key reforms that
have seen an accelerated GDP growth from negative 0.6 in 2002 to over 7% in 2007, and
capable of resilience from the setback caused by fedsttion violence. These reforms which
have translagd into significant socieconomic development e,g. poverty levels reduced by

12% from 56% to44%include:

I. Public Sector Reform to enhance service deliveryorder to rationalize functions, the
government has split certain ministries to offer smespecific services, created Semi
Autonomous Government Agencies (SAGAs), commercialized and privatized some functions (26
state corporations are presently due for privatization) and instituted a Results Based
Management (RBM) system in the form of Penfance Contracts. Moreover, the government

has put in place an ambitious electrofgovernment (egovernment) programme to boost the
utilization of Information Communication Technology (ICT) in the management of public affairs.
Likewise, reforms are cuwntly taking place in local authorities through the Kenya Local
Government Reform Programme.

il. PublicPrivate Sector Partnership (PPPhistorically, there has been limited structured
dialogue between the public and private sectors in terms of poliap@dation, implementation

and monitoring and evaluation. All this has now changed through the recognition of the private
sector as an active partner and leading stakeholder in national affairs. It is encouraging that the
participation of the private sectohas become an integral part of important government
processes like annual budget preparation and implementation of Vision 2030 Medium Term
Plan (MTP), where they sit in sector working groups. Furthermore, the Grand Coalition
Government has initiated foid a4 dzOK a4 G(GKS t NAYS aiAyAiaildSNDa
with an 1Zxpoint National Business Agenda (NBA) whose aim is to fast track critical legislation,
tax, licensing and administrative reforms as well as overseeing rapid improvement of



infrastructure. Notable results include the huge reduction of business licenses, review of taxes,
making Mombasa a 2Bour port to achieve faster movement of goods, a fasproving road
network, and the installation of broadand cable communication network to link ufenya

with the rest of the world.

iii. Enforcing anticorruption measures significant measures have been taken to
improve governance and create a better environment for development. Two major pieces of
anti-corruption legislation have been enacte@hese are the Antiorruption and |Economic
Crimes Acts, 2003 and the Public Officer Ethics Act, 2003. Others are the Public Audit Act, 2003,
the Public Procurement and Disposal Act, the Privatization Act and the Government Financial
Management Act. Tdre are also a number of public sector reforms that address the issue of
corruption, including the establishment of the Kenya Amttrruption Commission (KACC) and

the National Anticorruption Campaign Steering Committee. The Governance, Justice, Law and
Order Sector (GJLOS) reform programme is also underway.

iv. Broadening access to capitalseveral policy initiatives have attempted to reform the
FAYFEYOALET FNIXYSE2N] X AyOfdzZRAY3a GKS AYLIRAaAGAZ
borrowing, the Mico¢Finance Act, 2006, the Savings and Credit Cooperative Societies
(SACCOs) Act, Land Reforms Programme and the establishment of the Association -of Micro
Finance Institution (AMFI). A sectional paper is under preparation to establish a National
Councilfor Small Enterprises (NCSE) that will provide a platform to address Micro, Small and
Medium Enterprise (MSME) issues. The last few years have witnessed a dramatic expansion of
outreach by commercial banks to the rural area coupled with the introductiomrmdvative
products that target specific business sectors such as micro enterprises, agro business, women
and youth entrepreneurs. The government has also established the Youth Enterprises
Development Fund (YEDF) and Women Enterprise Fund (WEF) asllasspackage to these
vulnerable groups.

V. Trade Expansionthe government has signed and subscribed to the implementation of
the East African Customs Union which has created an expanded domestic market to include the
other East African partner statesThis covers a population of 120 million. In addition, the
participation of Kenya in COMESA Free Trade Area (FTA) has further served to create an
expanded market, while fresh negotiations are ongoing with the EU. To keep up this
momentum, Kenya is looking new market opportunities in the Faand Middle East. Joint

trade agreements have been signed with China and India among other emerging markets.
Meanwhile, to expand its range of tradable goods and services, the government is continuing to
support theprivate sector to diversify into netraditional export products including cut flowers

and horticulture, as well as services such as business process outsourcing (BPO). Some of the
collapsed industries (Kenya meat Commission, Kenya Cooperative Crearnkgfie¥alley
Textile Mills, etc,) have also been rehabilitated and institutions created to revive cotton,
coconut and cashew nut production, to mention a few initiatives. In order to enhance
competiveness of local goods, the government has enforced intemmalt quality and
environmental standards that are being policed by regulatory authorities such as National
Environmental Managements Authority (NEMA) and the Kenya Bureau of Standards (KEBS).



Meanwhile the Kenya Antiounterfeit Authority has been estabhed to cushion local
manufacturers against competition from sisbandard goods.

Vi. Enhancing Labour Productivity:new labour laws that aim to improve employee
GSEFINB 6KAES al ¥S3dzZ NRAYy3a GKS SYLX 28SNDa Ayl
The Employment Act, 2007, the Labour Institutions Act, 2007, the Labour Relations Act , 2007,

the Work Injury Benefits Act, 2007 and The Occupational Safety & Health Act, 2007.

Vii. Energy Sector Reformsthe government has instituted various reforms the energy
sectors to enhance power production and reduce ewEpendence on hydrelectric power.
These measures include the separation of power generation (KENGEN) from its distribution
(KP&LC), establishment of Rural Electrification Authorities @@othermal Power Generation
Authority, and the licensing of Independent Power Producers (IPPs). Major efforts are being
made to diversify into wind, bidiesel and solar power generation.



DEVELOPMENT AGENDA

Key Development Priorities

The government is continuing to focus on four priority areas that form the core of the
macroeconomic framework. These are:
1 Maintaining revenues at about 21 per cent of GDP to enable the bulk of government
expenditures to be financed from tax revenues
1 Strengthaing of institutions of governance to enhance efficiency and improvement in
governance
1 Rehabilitation and expansion of physical infrastructure
1 Investment in the human capital of the poor.

Sociallssues

While Kenya has made progress on the economic fraist recovery efforts have been
hampered by a number of setbacks, natural and otherwise. These have impacted negatively on
GKS O2dzyiNEQa SO2y2YAO FT2NldzySa |a NBaz2dz2NOSa
are diverted to areas such as fightiHgV/AIDS or mitigating effects of famine and floods.

The country has been recording a declining HIV/AIDS prevalence rate, but it still remains a
major development issue in terms of the resources spent in fighting the pandemic as well as the
disease clainon the labor force. HIV/AIDS prevalence rate is highest among the youth who
form the highest percentage of the most productive work force. Women who have traditionally

LI @SR | € SIFRAY3 N&EbnBmichdgveldpideht cahgndeytal ddr Deéunt & 2 OA 2
of the scourge owing mainly to their disempowerment in the society.

Kenya has also been faced with a number of natural calamities including floods, droughts and
famine. Noteworthy, Kenya is just recovering from the damages that were caused by the
droughts which hit the Northern part of the country leading to the starvation and suffering of
over 3 million people resident in this area. Further, floods have been a common phenomenon
in some parts of the country including Nyanza and Western provinceseTt@ods have
claimed the lives of some people and displaced hundreds of thousands of the population.

While the introduction of free primary education by the government is a positive step for the
country, the nation's schools have struggled to copehwvite influx of new students. Free
primary education has not been supported with a proportionate increase in the number of
teachers and other essential facilities. Though a very noble course that has resulted in the
achievement of high literacy levels ihet country, it needs to be backed by adequate resource
allocations and well thought out policies.



The government has instituted various reforms in the health sector to improve service delivery.
New facilities have been put in place in the rural areas endently, discussions are ayoing
over a proposal to offer universal health insurance.

On a positive note, incidence of corruption has declined in Kenya even though it remains a
major problem. A recent evaluation by Transparency International (Tl) n&edaKenya below

all its neighbors, except Ruanda, on corruption prevalence. One of the advantages of a coalition
32OSNYYSyld Aa GKFG SIFIOK &AARS 1SSLla | gl G§OKTdz
the earliest opportunity in order to gain polial mileage.

Security

Kenya has remained relatively peaceful over the years even when neighbouring countries were
undergoing turmoil and violent overthrow of governments. This situation has enabled the
country to sustain its economic development, makihdgy far the strongest economy in the
region.

Unfortunately, problems in some neighbouring countries, notably Somalia, have lately spilled
2P0SN) AydG2 YSyelrz tSFRAy3I G2 | NEOSyid RSOt
fundamentalist group known saAl Shabaablt is hoped that this will not be a protracted,
resourcedraining endeavour.

Economic Outlook

The government has largely steered the economy through stable growth, registering 5.6% in
2010 even after a period of prolonged drought and famimgarts of the country, coupled to
adverse international developments such as increased oil prices. There is macroeconomic
stability, increased credit to the private sector and improved weather conditions. However,
high inflationary pressure due to a wealed shilling and increasing global prices of oil and
other imports, has lately affected performance, making it necessary for a downward revision of
the projected growth for 2011 to only 4.5%. Nevertheless all sectors of the economy are
recording positivegrowths of varying magnitude, but best performers are the construction,
mining and quarrying industry (10%), electricity and water supply (9.9%), financial
intermediation (8.8%), and agriculture and forestry (6.3%).

CKS NBaAfASyOS 2 Fibuvable/té & robust Shdiddépenteént pkiviate sedtor,

sound macroeconomic policies and a strong government fiscal discipline. Despite not being
strong on natural resources like oil and minerals, Kenya has adopted a prudent, free market
economy that provids a healthy environment for business to thrive. According to the
902y 2YAO {dzZNBSe unmmXI YSyel Qa S0O02y2Yé Aa RNAO



Sector Percentage
Agriculture and forestry 21.5%
Wholesale and retail trade 10.3%
Manufacturing 10%
Tranport and communications | 9.8%
Financial Services 5.6%
Construction & Real Estate 4.8%

The following graph shows the activities which registered most growth in 2010:
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REGIONAL AND INTERNATIONAL MARKET ACCESS

i. East African Community (EAC)
EAC is the regional intgovernmental organisation of the Republics of Kenya, Uganda, the
United Republic of Tanzania, Repabof Rwanda and Republic of Burundi with its
headquarters in Arusha, Tanzania. The realization of a large regional economic bloc with a
combined population of more than 125 million people, land area of 1.82 million sq.
kilometres and a combined Gross Destic Product of $170 billion (2010*), bears great
strategic and geopolitical significance and prospects of a renewed and reinvigorated East
African Community.

ii. The AGOA Initiative

Kenya is a beneficiary of the African Growth and Opportunity Act of theediStates of
America. Under this Act, the high duties and restrictive quota that had been imposed on
exports of textiles have been lifted. In order to reap maximum benefits from the Act, the
Ministry of Trade provides valuable information to current apdtential exporters on
existing opportunities. Observers have however been of the view that the initiative has not
been fully exploited. Further, it has been argued that the initiative is an American outfit
aimed at facilitating the United States of Amerio expand market for her produce.

iii. COMESA
The Common Market for Eastern and Southern Africa (COMESA) traces its genesis to the
mid -1960s. The idea of regional economic-ameration received considerable impetus
from the buoyant and optimistic mood th@&haracterised the poshdependence period in
Yy2ad 2F !'FIFNAOI® [/ ha9of! NEIA2Y Aa GKS fSIFRA
attributed to the signing of the Free Trade Area in the COMESA Region in October 2000.
Over the last ten years, exports OMESA increased considerably. The organization has
also facilitated the establishment of African Trade Insurance Agency to insure investment
against potential risk.

Kenya continues to strengthen her position in the regional economic grouping. Towsds t
end, import duties on raw materials and finished products will continue to be reviewed and
rationalised to support manufacturing activities. There have also been efforts towards the
putting in place of efficient duty and VAT remission mechanism to ugifd remove
bottlenecks experienced.

Though COMESA has been largely successful, it has not been without failures. The Kenyan
market has over the years experienced unfair competition in terms of cheaper sugar and
textiles from the COMESA countries. Thigs been to the disadvantage of Kenyan
producers.



iv. Export Processing Zones (EPZ)

Kenya inaugurated her Export Processing Zones program in 1990 as part of the Export
Development Program (EDP) being undertaken by the Government to transform the
economy fom import subsitution to a path of export led growth. EPZs are designed to
further integrate Kenya into the global supply chain and attract expddnted
investments in the zones, thus achieving its economic objectives of job creation,
diversification ad expansion of exports, increase in productive investments, technology
transfer and creation of backward linkages between the zones and the domestic economy.

According to some analysts, the program has contributed significantly to achieving these
objedives with over 40 zones in place; close to 40,000 workers employed; and contribution
of 10.7 % of national exports. Over 70% of EPZ output is exported to the USA under AGOA.

EPZs continue to provide investors with a predictable, attractive and efficredus
operandi for tackling regional and global markets for goods and services. Attractive tax
incentives, a facilitating operating environment, good physical infrastructure andoddsy
support by EPZ staff have all resulted in over 80 firms froravelt the world deciding to
make the Kenya EPZs their home. Many of these have made additional investments and
expanded their operations, as a manifestation of their initial success.

However, trends have indicated that the EPZs in Kenya have presentgdaal of failures
in terms of meeting of the objective. The EPZs have been accused of-pendeaent of
workers and poor working conditions.

v. Emerging New Markets

The Kenyan export market is increasingly expanding within African countries. This is due to
peace and cessation of conflict in some of the initially war torn countries including Ethiopia,
Rwanda, Zaire and Sudan. These countries have a poor manufacturing base as a result of
years of political instability. They however provide real opportunitreserms of natural
resources for processing and markets for processed products. The newly created state of
South Sudan, due to its proximity to Kenya and the excellent political cooperation, has
turned to Kenya for the supply of most of its consumer dgpoand materials for
reconstruction. Kenya has for example signed a contract to supply most of the cement
needed for reconstruction in South Sudan.



PROFILING THE PRIVATE SECTOR

Contribution of the Private Sector to the Economy

Although domestic rarkets are important channels for the flow of goods and services that
support welfare, expansion of business requires greater participation in export markets to
remove limitations posed by a small domestic market. Exports concentrate investment in those
activities with higher comparative advantage; force firms to adopt international best practices
so that they can remain competitive; and generate leardwygloing benefits. They are
powerful tools for reducing poverty and encouraging economic growth.

Micro, small and medium scale enterprises (MSMES) are central to the link between private
sector and poverty reduction. They are more laboiensive, promote equitable distribution

of income because they are owned by poorer entrepreneurs and attrachéisant proportion

of women. They are therefore important instruments for income distribution and alsoequitable
genderparticipation When effectively facilitated, MSMEs could graduate into medium and
large corporations with influence that transcends ioatal boundaries.

YSyel Q&4 LINAGIFGS aSO02NI Ada  YAEGdzZNB 2F RATFSN
are subsidiaries of multinational corporations. These firms network among themselves, are
active in business associations and lobby gowemt directly for appropriate reforms specific

to their interests. On the other side of the size scale are the very many small firms involved in
different activities. Many of the small enterprises are sgifployment activities that operate

informally to avoid the costs of compliance with government regulations. They account for two

thirds of all non I NR& Odzf dzNF f 226& FyR Fa YdzOK |4 HnAnLISN
are constrained by limited access to credit, basic infrastructure and afieudtifto organise.

Although many of these firms concentrate in cities and urban centres, they are also spread all

over rural Kenya and constitute an important component of rural commerce.

Size Distribution of Enterprises in Kenya1

Size of firm Estimated No. of Enterprises Estimated Contribution to GDP
Large 1000 30per cent
Medium 34,000 30per cent
Micro and small 1,679,858 20per cent
Total 1,735,000 80per cent

Source: Estimates based on CBS Data, National Baseline survey of micro and small eni®@8ifextrapolated), CBSRKp, and ICEG, IFC
SME survey 2004

YSyelQ LINAGFEGS aSO02N) I O02dzyia F2NJ ynlLISNI OSy
employment?

! Note that data on size distribution in Kenya is not readily available. These estimates were derived from existing GOK

and other surveydatav ai | abl e. Al so note that Micrdaamd Smalelr pErtseerspr i s
2 Economic Survey, 2011



Sectors

The private sector can be classified into three broad categories: agrieulindustry and
services/other.

i Agriculture

The agricultural sector is largely under private ownership and has been the mainstay of the
economy, accounting for 21.5 per cent of GDP. At least 60 per centof Kenyans derive their
livelihood from agriculture The sector recorded remarkable improved performance in 2010.
The sector Gross Value Added grew by 7.4% in the same period. This was mainly as a result of
improved performance of cereals, horticulture, and dairy sub sectors. Further, the performance
was mainly driven by adequate rainfall in most parts of the country after a long period of
drought in 20092010. Economic Stimulus Packages (ESP) were provided at Constituency level
by the government to revive agriculture production, including constructioimrigfation projects

and dams.

Kenyan agriculture is predominantly refed and highly susceptible to the vagaries of weather.
Agricultural production is also undermined by lack of a clear land policy, retrogressive
inheritance practices, poor management seed bulking and management, and inadequate
access to agriculturalcredit. Key constraints in the sector inclpder governance, limited
access to credit, low public funding, inappropriate agricultural policies, and poor international
terms of trade, dverse weather conditions, inappropriate technology and high prevalence of
HIV/AIDS. The government has formulated a strategy paper that proposes far reaching policy
and institutional changes necessary to reverse the decline in the sector and to padsition
competitively in the global arena.

ii. Industry

¢CKS AYRdAzZAUONRIFE &ASOG2NIDa akKl NBE -Bbger c¥r §n8 that® D5
manufacturing sector alone a little more than 10per cent over the last two decades. In terms of
importance, manudcturing is second to agriculture. The manufacturing sector currently employs
half a million Kenyans. Over the last 5 years, employment in manufacturing sector has grown at a
rate faster than in all other private sector activities

Manufacturing sub-sector

Manufacturing activities account for the greatest share of industrial production output and
form the core of the industry. Even though most of these activities are concentrated in urban

3 Strategy for Revitalising Agriculture, 202D14, Ministry of Agriculture, Ministry of Livestock, Ministry of Fisheries

Developmentand Ministry of Cooperative Development and Marketing, February 2005.
Economic Survey, 2011.



areas, they are also fairly spread across most of rural KeMjiaro, smalscale and medium
scale manufacturing enterprises are an important part of Kenyan industry. Thisestdr
contributes over half the total employment and has been expanding rapidly in recent years.
Other than employment creation, small eNMd.JNA & S& LINBJARS aSyidNE
interested in manufacturing and also function as testing grounds for the development of low
cost products.

According to the Economic Survey 2011, real value added grew by 4.4 per cent in 2010. Fiscal
incentives,(high product prices) and expanded market access under the EAC, AGOA initiative
and COMESA trading agreements accounted for this growth. The growth was further partly
attributed to stable micreeconomic environment that prevailed during the year and ioyad

L.

F00Saa G2 ONBRAGP ¢KS O2yiNRodziAzy 2F GKS Yl

changed significantly over the years due to a poor policy and regulatory environment, poor and
expensive infrastructure, as well as, inability to compete watreap imports and external
shocks.

5SaLAGS (GKSAaS O2yaiNlIAyidaz YSyerQa AyYyRdzAGNRI

manufacturing firms are significantly more capital intensive than those in the other countries in
the region. Kenyan manufactag labour is more productive than in the rest of East Africa.
Kenyan manufacturers are more inclined to export and neighbouring countries absorb more
GKFY + KFEEF 2F (GKS 02dzy iNERQa YI ydzFl Ol dzZNR y 3
greatly faciliate growth of manufacturing in Kenya.

iii. Infrastructure sub-sectors

According to the Economic Survey, 2011 the building and construction sector recorded a GDP
growth of 4.5per cent in 2010. The improved performance was supported by infrastructure
developmen undertaken within the public sector, especially road construction and expansion
of airports, and increased levels of investment in housifigne sector has a high potential for
growth in future as public and private investment in infrastructure and haygirows to keep

up with the demands of a growing economiie survey states that energy and the water
sectors grew by 9.9% 2010. This is attributed to intensified rural electrification and increased
industrial activity. Provision of clean water to all dgizens remains a priority target of the
government. This sector is therefore rife for private sector investment.

iv. Service Sector

The service sector comprises tourism; transport and communications; trade and related
services; and financial and businessvices. This sector has been burgeoning in the recent
past so that it is now the most important contributor to monetary GDP.

Tourism remains a cornerstone for the economy, and a leading foreign exchange earner to the
country. The tourism sector has hignultiplier effects as its growth stimulates further growth
in other activities According to the Economic Survey 20Tburism earnings grew by 17.9 per

2«



cent in 2011mainly due to aggressive marketing of Kenya as a tourist destination in spite of
negativetravel advisory by the Western countries due to threats of terrorism from Somalia.
Tourism has considerable growth potential if a conducive business environment is developed.

Transport and communications has been one of the fastest growing sectors iectmmy

since 2000 recording an average real GDP growth of 8.3 per cent. The impressive growth of this
sector was mainly on account of extensive investment in the communications industry
particularly for cell phone services. In addition, the sector hanlexpanding rapidly since the
liberalization of airwaves which led to substantial capital outlays by internet service providers,
NF¥RA2 YR GStS@AaA2y aidldAz2yaQ 2LISNIi2NBRP® bS;
022al0SR Ay @Sailexpditig irOestyhdnh dpRoyfudites ik gassenger transport
business.

Still Room for Improvement

As highlighted in the above there are many reasons to choose Kenya as the destination for
investment. However, as is the case for most developing countreesyaKstill has a number of
problems to overcomeThe main ones identified are highlighted below:

Corruption: Corruption in Kenya, though reducing, is relatively high and sometimes reaches to
the highest levels of government.

Bureaucracy: Reforms of bainess licensing, business registration, conflict resolution, taxes and
tax-administration, and others, are underway, but processes are lengthy.

Disease: Kenya, as many African countries, has been hit and is affected by the scourge of
disease. It is relant to highlight two cases especially, namely those of HIV/AIDS and malaria.
However, to foreigners living in Kenya, AIDS and malaria do not pose a serious threat as long as
people are careful and protect themselves.

Security: The security situation ilKenya leaves something to be desired. It is necessary to
SYLX 2e I aSOda2NARGe O2YLIyeée G2 3Jdzr NR 2y SQa K2Y¢
that have this feature. Walking and to some extent driving around after dark is not a matter to

be taken lighly. At first glance this may seem drastic, but in reality they are very small
measures that need to be taken and security measures quickly blend into the background of
everyday life.

Poor Infrastructure: The impact on lost productivity and invesémt due to poor roads, poor
supply and high cost of electricity and water has been enormous over the past decade. For
example, the average Kenyan manufacturing firm lost more than nine per cent of output
because of power failure. This is exacerbated by heed for firms to sacrifice profits to
purchase generators, dig their own boreholes, and repair their own roads.



Administrative constraints: Although there have been some improvements with the
introduction of the Single Business Permit (SBP), busiimessing and registration procedures

are still perceived to be long and cumbersome. Insolvency procedures are lengthy and costly.
Poor governance has created widpread mistrust of the courts, making enforcement of
contracts and security, and resolaii of disputes very difficult.

Poor Public Service Delivery: Too much bureaucracy and owvexgulation of business, coupled

with wealk, inefficient administration by the public service translates into time, money, risk and
inefficiency for business. This indzN}, | F¥FSOGa YSyel Qa O2YLISGAGACL
markets.

The impact of these constraints has been to create a negative environment for investment.
However, there have been some improvemermgshe economy is starting to grow again,
interest rates have declined, inflation has been contained, significant projects for enhancing
infrastructure are underway, and petty corruption has declined. While this is positive, there is
much more to be done through improvement on governance, security, imtretire, finance,
skills and administrative systems in order to create a conducive environment for growth.

Constraints specific to Micro and Small Enterprises (The Informal Sector)

The table below gives research findings on most severe constraints bgdd&E Entrepreneurs
(per cent):

Urban Rural |All MSEs

Markets and Competition 61.5 38.5 (34.1
Lack of Credit 56.3 43.7 [18.4
Poor roads/transport 34.4 65.6 7.2
Shortage of raw material and stocks [50.6 49.4 6.8
Interference from authorities 80.8 19.2 6.0
Poor Security 60 40.2 3.1
Lack of worksites 77.7 22.3 2.5
Lack of skilled labour 49.5 50.5 (0.6
Power interruptions and inaccessibi

to electricity 100 0.6
Poor access to water supply 40.8 59.2 0.5
Other 0.1 7.8 9.1
No problems 11.5 8 11.7
Total - - 100

Source: National MSE Baseline Survey 1999 (B, lénd ICEG)

FaSR 2y GKS RIFEGF LINBaAaSYiSR=E (GKS YIFI22NJ O2yaiNn
followed by access to finance. Urban firms in particular (61.5per cent) havetimesrcited



markets and competition as a key constraint. They also cited access to finance, interference
from local authorities, poor security and lack of worksites as major constraints. Rural firms
(65.6per cent) cited poor roads as a major constrainaddition to lack of credit and poor
access to water.



GOOD PARTNERSHIP OPPORTUNITIES

a) General

Kenya offers specific and unique investment and trade opportunities in:

1 Agro-processing and value addition for export egcially tea, coffee, pyrethrum, cotton,
FNUZA G2 @S3SGrofSa YR Ft26SNBR® ¢NIRAGAZ2YL
flowers are rated as some of the best in the world. The country holds leading positions
in production, trading and exporting of teapffee, pyrethrum and cullower. The key
investment opportunities increasingly are value addition locally. Other investment
opportunities in food and agedIN2 OS&daAy 3 fAS Ay  SGSNI IAY3
advantages. These include fish procegsimeat and dairy, milling and production of
sugar and industrial bgroducts.

Tea Factory

1 The nation has a huge untapped potential in the cotton sector that is unique as an
extractive commodity. Combined with the Export ProtegsZone (EPZ) programme,
Kenya now has all the parts of the cotttextile valuechain from cotton growing to
ginning, weaving, spinning and final production of fabrics and unfinished textiles and
garments

1 Mining and natural resources extraction and prssig have grown over the last few
years. Kenya is a leading producer and exporter of soda ash and has significant deposits
of commercially exploitable Titanium. Many industrial raw materials, mineral deposits
and precious stones are yet to be fully exmdiwith the country holding high hopes for
rich coal and oil deposits.

1 Growing and export of ctilowers, vegetables and fruits. Over the last decade, Kenya
has built a dominant position in horticulture to become the fourth largest exporter of
horticultural produce and leading exporter of eflbwers to the EU. Considerable
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unexploited potential remains in increasing local value addition and diversifying the
product offerings;

Ly@SadySyiaa Ay 9t %ad NBYFAYA | INRGEKn | NBI
1990 and is currently the largest in the region and is the leading exporter of textiles and
garments to the USA in St8aharan Africa under the AGOA programme. It offers great
opportunities for investment that take advantage of the generous incestigéered

under the programme and preferential trade agreements available in Kenya.

Kenya also offers ample investment opportunities in Small and Medium Enterprises.

There are plenty of viable investment opportunities in tourism: hotels, lodges,
restaurans, transport, land and water sport and entertainment

Kenya’'s wildlife is a major tourist

Likewise, the construction, mining and quarrying industry is rapidly expanding and offers
many investment opportunities



b) Investment Opportunitiesn Key Sectors

1. Energy Sector

YSyel Qd Odz2NNByd LISF] LI2oSN RSYFYR A4 mMXIoyya?

leaving very little safety factor, hence frequent blackouts. The demand is estimated to grow at
7% p.a.This demand growth is driven &g accelerated consumer connection policy and
anticipated robust economic growth performance. Annual electricity consumer connections
have continued to rise sharply over the last five years from 67,105 in 2005 to 251,056 in 2010.
¢ KS 32 3SNY Y Hyanmeét at ledst ohendilliork ew consumers in thenext five years.
To meet this projected demand in electricity, the installed generating capacity will have to be
raised to 1,860MW by 2013 and to 2,600MW by 2018. These supply projections Haw in
reserve (security) margin of 15% above peak demand. This projected growth rate in demand
will require corresponding increases in capital outlay to provide the needed incremental
generation capacity and associated supply and distribution infrastructure.

The government has embarked on an extensive expansion programme that includes
geothermal power generation (300MW) and expansion of hydroelectric power generation.
wind turbines shall provide a further 50MW, but there is ample opportunity for private
investmert in places like Marsabit and the Indian Ocean Coast where potential is high.

According to a study by a team from COMESA, Kenya is not doing enough to encourage private
sector investment in energy production despite a 7% annual growth in demand. Theoe is
clear policy on cgeneration, wind power, solar energy and fieel production.Pricing by the
governmentcontrolled Kenya Power & Lighting Company (KPLC) is also discouraging; while co
generators like Sugar Companies have proposed between $0.10 ahtl $& MWh to be able

to recoup their investments in reasonable time, KPLC is only willing to pay $0.06.

Systemic challenges within the sector include:
wOverreliance on hydreelectric power generation
wNo clear policy on alternative sources
wDomindion by government; no policy on private sector investment
wlnsufficient supply that cannot match a fast growing demand
wPoor distribution across the country

Potential investment areas:

1. Transformer manufacturing

Ly 2NRSNJ (2 | OK AoBjgdtive di ¢oshecting éhd iiliori Sugton@ in thenext five
years, a total of 60,000 transformers will be required. It is also estimated that anadditional 2,000
transformers will require repairs annually. This provides a very good investment opporfanity
manufacturing and repairing of transformers. In addition, there exists a high potential for
manufacturing of other related equipment such as switchgears, insulators and electricity energy



meters. Indeed, the proposed factory for the manufacture ohsformers will also benefit from
both the EAC and COMESA markets.

2. Geothermal Development

The geothermal resources in Kenya are concentrated in the Rift Valley of Kenya with anestimated
potential of over 4,000 MW. Out of this resource potential, 235Mds beendeveloped for
electricity generation.

It is intended to have a continuous drilling campaign to provide adequate steam for development of
another 490MW of geothermal plants by the year indicated in the table below:

Project Capacity Year
Longonotl 70 MW 2012
Menengai | 70 MW 2013
Menengai 70 MW 2014
Longonot I 70 MW 2015
Suswa | 70 MW 2016
North Rift | 70 MW 2018
North Rift Il 70 MW 2019

A special purpose Kenya Government owned Company, Geothermal Development Company (GDC)
has been rgistered to undertake geothermal resource assessmentactivities which were previously
currently undertaken by KenGen which is also involved in the development of power plants and
production of electricity. GDC awards tenders for conversion of steam inttrieiey. Private Sector
Companies will be expected to bidalongside KenGen for such stéaimelectricity power
conversion projects. The lowest price evaluated complaint bidder will be awarded 20 year contract
during which period GDC will guarantee conbins availability of steam. Public private partnerships

will also be encouraged to minimize perceived investor risks.

3. A 300Mw Coal Fired Plant

The Government of Kenya commissioned a feasibility study on the establishment of a 300MW coal
power plant inMombasa City. It also identified three suitable sites for the coal plant. The plant will
require 0.9 to 1.1 million tons of coal per year, all of which will have to be landed at the Mombasa
port and transported to the power station. The port currently hasly two berths capable of
unloading coal. However, both are not capable of handling this additional large amount of coal.
Given these constraints, the study has identified and recommended Mdugani (DongoKundu) within
Mombasa harbor as the most feasiblédesbecause of availability of amplespace, minimal coal
handling between ship and plant. Also similar power plants can beconstructed in the vicinity in
future taking advantage of coal unloading facility and gridconnection to be provided.There is
therefore an investment opportunity in a coal handling facility. The facility canalso be used to serve
other coal users such as cement factories in Kenya and the region.



4. Coal Exploration and Exploitation

The Government of Kenya is currently carrying out cogllagation in the Mui basin inMwingi
district, which covers an area of 400km2. This basin is 180 km North East ofNairobi. So far thirty
three (33) wells have been drilled with depths ranging from 75 t0324 metres and coal seams
encountered in twenty (20) ofhe wells. Coal sample analyseshave revealed that the coal is sub
bituminous to bituminous in quality, with an averagecalorific value of 18MJ/kg.

Coal exploration has reached a commendable stage as three (3) new wells with coal seamsthickness
of 13 metres, 5.37 metres and 4.20 metres have recently been sunk. Seventeen (17) wells
previously sunk have coal seam thicknesses ranging from 0.3 metres to 12.6metres. These coal
seams have been discovered at depths ranging from 20 metres to 320metres below timel gfm

area of about 20 kmhas been delineated as a coal zone.

To determine the quantity and quality of the coal deposits, the government has floateda
competitive tender for drilling of twenty (20) appraisal wells in KatejRboonye areacovering 40
Km2 The successful bidder will in addition to drilling the 20 wells be expected to estimate the
commerciality of the coal deposits. If commercial deposits are ascertained, a concession will be
granted to a private developer through an open competitive tender

To accelerate coal exploration, the government has also created three more Coalexploration blocks
in the Mui basin, which shall be leased to prospective investors for exploration and exploitation.

The next coal basin for development is Taru basin thas racross Kwale and Kilifi Districts in Coast
Province of Kenya. Geologically, this basin is in the Karoo system, which resembles the coal
producing system of South Africa. The Karoo system is known for high quality coal. The Taru basin
Exploration is saduled to start soon after the conclusion of the Mui basin project.

5. Hydropower Development

YSyel Qa flad LRéSNI RSOSE2LIVSYyd LI I ypowkrplants. A RSy i A
Although the plants have not been considered economical in the pastnt oilprice increases now

make them attractive for investment. The best among the undevelopedhydropower sites are:

Ddutonga on the Tana River with an expected capacity of 60 MW and an annual average electricity
generation of 336 GWh. The estimated cost of construction is US$ 270 million.

D2ownstream of the Mutonga site is the Lower Grand Falls with a capacity ofl4@nidvénnual

average electricity generation of 715 GWh. These sites provide a good potential for investment in
hydropower.

6. Green Energy

Increased use of solar and wind energy for industrial and domestic use will promote use
ofenvironmentally friendly telenologies which will help in water conservation andprotection of
water catchment areas. In addition they will also reduce the dependency-basdd energy
sources.

Dablar Electricity Generators

Kenya lies astride the equator and has an average annual installation of between 4 and 6kilowatt
hours per square meter per day. A vibrant solar energy market has developed inKenya over the
years for providing electricity todmes and institutions remote from thenational grid and for



medium temperature water heaters for domestic and commercialusage. A preliminary survey done
in 2005 established that the annual market demand forPhoto Voltaic (PV) panels was 500 kilowatt
peak (kW) and this was projected to grow atl5% annually. A government programme which
commenced in 2005 to provide basicelectricity to boarding schools and health facilities in remote
areas has increased the annual demand for PV panels by 100 kilowatt peakf. &ugraximately

3,000 eligibleinstitutions, 179 have been equipped with PV Systems with a combined capacity of
479kilowatts peak in the last seven years.

There is also the wider market provided by the other member states of the East African Community
and COMESA. It is estimated that the initial market demand for PV Systems is one megawatt peak
and this presents a great opportunity to investors in PV panels manufacture. An opportunity also
exists for manufacture of associated components and accessorieb, & charge controllers,
inverters and PV batteries.

The Northern Kenya and other arid lands have strong reliable sunshine throughout the yearthus
providing high potential for investment in solar energy for sale to the national grid.Almost the
whole of North Eastern province has this potential.

accessories, such as charge controllers, inverters and PV batteries.

+Wind Power Generation

Preliminary wind resource assessment shows that wind regimes in certain parts of Kenya(such as
Marsabit, Ngong and the Coastal region) can support commercial electricitygeneration as they
enjoy wind speeds ranging from 8 to 14 metger second. Thispreliminary assessment has been
used to develop a wind map for the whole country. Tofacilitate decisiaking in wind power
generation investment, the government isundertaking wind data logging in high potential areas of
Kenya. However, etailedfeasibility studies would be carried out to determine the viability of
specific sites identifiedin the wind map. There is high wind speeds in various parts of northern
Kenya and other arid lands. The Kenya Government appreciates the private seetesti in
investing in wind power electricity generation around Lake Turkana.

Specific areas that have been identified for further wind power generation are Marsabit, Laisamis
and Samburu. These areas have potential to produce over 500 MW of wind pom&ailé to the
national grid.



4Bio-Fuel Production

Bioenergy is the energy derived from various sources of solids, liquids and gaseousbiomass,
including fuel wood, charcoal, ethanol, kigesel and biogas. Benergy is currently the focus of
attention due to dwindling global resourseof fossil fuels and risingprices. Their potential to
mitigate climate change adds their attractiveness. Jetropha, a plant grown in arid aneaseémi
lands is seen as the best source of-Biesel across thecountry. Consumption stood at 1.9 and 3.9
million litres of petrol and automotive diesel respectively per day in 2010 with average growth rate
of 2.8% per year. Projections indicate that Kenya will require 2.7 and 6.5 million litres of petrol and
automotive diesel respectively per day by 2030. Curgerilenya would require 87 million litres of
ethanol per year for a national 10% (E10) blend at current consumption levels. This will need to
grow to 148 million litres by 2030. A national B2 would require about 28 million litres -afidsel

at current cosumption levels and would be required to grow to 50 million litres by 2030.

The following investments are considered viable:

Bio-Fuel from Jetropha, Sunflower and Sweet Sorghum

Opportunities in production and processing of Jetropha, sunflower and sseeghum into biefuel

exist in Galana and other areas of the country such as Eastern,-Bastern, Rifi/alleyand Nyanza
Provinces. In addition, consultancy opportunities exist in research work andcapacity building in bio
technology and related industii@otential for production of biofuel.

Commercial Production of Biogas

Technology already exists to harvest biogas for ke use in industry, even for production of
electricity. The government welcomes investors who will either produce biogas eigdst sale or
generate power from the gas.

7. Development of a 300 — 1000 MW Nuclear Power Plant
YSyelrQa ylFddNFtf NB&2dz2NOSa FT2NJ RSOSt2LISyid 27
limited. Given this situation, the Government has deeci to diversify power generation sources,
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away from the very high cost eibased power plants, in order to make the cost of electricity
affordable.

Nuclear power generation has therefore been identified as a potential source capable ofproviding
affordabS St SOGNAROAGE (G2 &aLJzZNI SO2y2YAO INRBGgUKI O2ya2
agenda. For a start it is proposed that the private sector will be given anopportunity to develop a

300¢ 1,000MW nuclear power plant over the next 7 years. ABuild Ower&p Transfer (BOOT)

model based on 3Qear Power Purchase Agreement (PPA) will be offered to a private sector
investor with requisite experience and resources to construct and operate the power plant.

8. Exploration of hydrocarbons and petroleum
Thereare huge investment opportunities in the exploration of hydrocarbons and Petroleumin the
North Eastern parts of the country. These opportunities provide a good potential forinvestment.

9. Production of fuel products from waste

Most Kenyan households rebn wood fuel or charcoal for their cooking energy. This has taken a

KSI ge G2ttt 2y GKS O2dzyGNBQa FT2NBald O20SNJ I YyR y?2
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reforestation programme that requires strict control of logging and charcoal burning. In this regard,
investments that will produce charcoal briquettes from agricultural waste are highly supported. The
country produces plenty of coconut shells,ska, coffee shells, saw dust rice and wheat husk, etc,

from which the briquettes can be profitably produced.

10. Carbon Offset Schemes

Though not an energy projeper se opportunities exist for investment in carbon markets in order

to promote conservabn and compensation for environmental services. This is a relatively new field
and enormous potential exist in consultancy and capacity building to enable communities and
corporations/firms access global carbon markets within the framework of Clean Dpeveld
Mechanism. Tree planting projects for carbon schemes can be undertaken in forest areas like Mt.
Kenya, Mt. Elgon, Cherengani, Aberdares and Mau forests and also in private and community land.

2. Information and Communication Technology (ICT) Sector

CKS LYFT2NX¥IFGA2Y FTYR /2YYdzyAOFGA2Y ¢SOKy2f23& ol
socicSO2y2YA O RSOSt2LIYSYyid ¢KS D2FSNYYSyild KIF&a NBO;
in accelerating productivity of all sectors and empowering peap meet the challenges of the 21

century. ICT is also an important catalyst for social transformation and national progress.
Disparities in levels of ICT readiness and usage could translate into disparities in levels of
productivity and, hence, diffent rates of economic growth. The social exclusion of large

groups of persons, especially women, children, and people living in rural areas, is a common
phenomenon when adequate planning has not accompanied ICT exploitation.

ICTs are important elements the investment climate of a country, implying that a nation able
to effectively apply them will necessarily attract foreign direct investment, a sine qua non of
economic developmenindeed, the telecommunicationsestor is the central component of



economicrevival strategy for Kenya. The Government of Kenya is for instance committed to
increased urban and rural telgensities to 5 lines per 100 persons in the rural areas and 25
lines per 100 persons in urban areas by 2012.

The Kenyan telecommunications egment market in 2010 was estimated at about USD350
million, and it was generally considered the most lucrative economical sector in the country.

Il FGUSNI f AGSNI GA2Y 2F GKS aSOG2N) G4KIG oNRBIAKI
number of miletone developments have taken place. These have included the licensing of 16
companies as internet gateway providers; the licensing of four public data network operators
and two local loop operators; and liberalization of the use of VSAT services ancetisrg of

four VSAT providers.

Another significant step has been the rapid growth of Internet services in Kenya. This service
began in 1995 and Kenya has become one of the largest Internet communities in Africa. Kenya
is expected to have one of the higitenumbers of Internet users in Africa by 2015. A total of 75
Internet Service Providers (ISPs) have been licensed to date, of which almost all are fully
operational at present. Asymmetrical Digital Subscriber Line (ADSL) and wireless broadband
technologies have been introduced, and Voice over Internet Protocol (VolP) telephony was
liberalized in 2004, bringing about a huge reduction of international and-distgnce calling

rates.

Cellular telephony services were commercially launched in Kenya in T88&nactment of the
Kenya Communications Act of 1998 led to the introduction of competition in the cellular
telephony industry, and as a result Kenya now has four licensed GSM 900/1800 MHz operators.
Safaricom, Airtel, Telcom Orange and Essar (Yu) halteabsubscriber base estimated at 15
million subscribers. Statistics from the CCK, however, show that current demand for mobile
phones stands at between 20 million and 25 million.

With the continued liberalization of the telecommunications sector, keisyexpected to play
more of a regional role. Cellular telephony remains the fastest growing telecommunicatien sub
sector.

Opportunities for investment
Total Kenyan telecommunications market growth for 2@D15 is expected to range from 5 to
10 per cenannually in real terms. In ICT, the main investment areas include:

1. Konza Technology City
The government has secured over 2000 ha of land at Konza, about 50km from Nairobi along the
Nairobi Mombasa highway, for the establishment of-t€ated industres, both manufacturing
and service oriented. Some of the industries which investors are invited to set up include:
- Production under franchise of electronic equipment such as computers, printers, mobile
phone hand sets and other accessories. Because of féaveurable fiscal policy
environment such as tax holidays on ICT hardware, and the relatively low cost of



domestic labor, it is anticipated that per unit price of such locally assembled IT
equipment will be relatively much lower than an imported one.

- Appication of ICT for Business Process Outsourcing (BPO)

- Development of software

- wireless line, mobile telephone and internet services among others

- Investment opportunity in broadcasting: cable television subscription service, signal
distribution service, loal distributorship of television and radio equipment and
products, satellite subscription of radio services and broadcast programme production
services.

- Telephony and mobile services opportunities: mobile card dealerships, establishment of
tele-centres, wieless/fixed telecommunication services and establishment of call
centres

- High tech services for-eommerce, eeducation and eagriculture, financing services for
ICT specific projects, consultancy services in ICT including technology transfers, market
andysis and business development services

2. Mobile Telephone Service Providers
More investors are required in the provision of mobile telephone services in order to
reach the hitherto uraccessed parts of the country. An innovation likdPESA that has
revolutionized money transfer needs expansion or replication

Il RRAGAZY Lttt (2 2LGAYATS GKS aSO0G2NDRa 02y (i NRAOC
government is currently offering investment opportunities to the private sector in the following
areasunder the Public Private Partnership arrangement:

a. Data Centre and Disaster Recovery Centre

A secure information system requires a data center and recovery site. The government willpartner
with private sector to build a National Data Centre and a Desd®ecovery Centreto provide world

class services to both public and private sector operators. The services tobe provided will include
disaster surveillance and management and early warning. Theoperations of the NDC will be
managed and controlled from aelfvork Operations Centre (NOC) that will need to be established.
The establishment of this data center will includesite identification, construction of ideal premises,
procurement of equipment and requisiteservices, and establishment of the NOC. Thetpm@jec
expected to be undertakenthrough a PubRcivate Partnerships.

b. Deploying of Digital Broadcast Network

The government has developed the analogue to digital broadcast switch over strategy by2012. The
government is proposing to initiate a publicivate partnership for deploying adigital broadcast
network to provide signals to broadcasters country wide. This willimprove the signal quality, and
increase broadcast coverage area countrywide.

c. Rolling out of E-government services
The government igligitizing most of its services to improve service delivery. Thegovernment is
therefore looking forward to partner with the private sector in PPParrangement to roll eut e



government services. Major areas include motor vehicleregistration, pension serjucksially
case management, land registration and manyothers.

d. Government Applications

The Government is in the process of harmonizing the registration agencies through thelntegration

of Population Registration System (IPRS) programme. The IPR§etingatocome up with a

population register that will update register of the whole residentialpopulation in order to
sufficiently identify an individual uniquely and also be used forapproved purposes. The
implementation of the IPRS is -going. In order @ furthereffectively render its services, the
Government is proposing further development in theregistration process which include production

YR LINPOS&aaAy3a 2F ylaAaz2ylf ARSYyOGAG&OlF NRakLI aaLkR
pension, lad information system/local authorities and rates collection.

e. Third Generation National Identity Cards (ID)

The Government intends to acquire and install a new system for registration and issuanceof new
generation of national IDs. The registratiohpersons and application for national

IDs is currently done in all divisions of every district. The process involves filling of forms, photo and
taking of fingerprints. The raw data is then forwarded manually to the headquarters. The entire
process consues a lot of time and needs to be automated to an ideal situation i.e., the processing
should be done in a redéime such that once biometric features are captured and application is
completed the data should be availed for processing immediately. Tth&&neration ID Project

may be considered within the framework of BOT. Details of the system, the security features, and
mode of production are still being reviewed. But it offers a potential ground for Public Private
Partnership.

f. Births and Deaths Registration

This process is similar to that ok §eneration IDs. The registration coverage of births anddeaths
occurring in Kenya is very low. Automated data centers will be required to ensurefull coverage of all
areas in the country. The process has &eptal for investment throughBuild Operate and Transfer.
The process may be operated in tandem with that of nationallD.

g. Communication Equipment in the security sector

With the fast changing telecommunication and the sophistication of crimes, thedvi@becoming

a global village. Telecommunication makes an integral part of security provision. Communications in
Security need measures and controls taken to deny unauthorized persons information derived from
telecommunications and ensure the authenticity such telecommunications. Communications
security includes cryptsecurity, transmission security, emission security, trdffiev security and
physical security of equipment.

Cryptosecurity The component of communications security that results frame frovisionof
technically sound cryptosystems and their proper use. This includes ensuring
messageconfidentiality and authenticity.

Emission Security (EMSE@rotection resulting from all measures taken to denyunauthorized
persons information of value vith might be derived from intercept andanalysis of compromising
emanations from cryptequipment, automated informationsystems (computers), and
telecommunications systems.



Physical SecurityThe component of communications security that results from alysptal
measures necessary to safeguard classified equipment, material, and documents from access
thereto or observation thereof by unauthorized persons.

Traffic-Flow SecurityMeasures that conceal the presence and properties of valid messages on a
network. It includes the protection resulting from features, inherent in some crggjoipment,

that conceal the presence of valid messages on a communications circuit, normally achieved by
causing the circuit to appear busy at all times.

Transmission Security RIRNSECT.he component of communications security that results from the
application of measures designed to protect transmissions from interception and exploitation by
means other than cryptanalysis (e.g. frequency hopping and spread spectrum)



3. Manufactuing Sector
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Indeed, the country is a net exporter of manufactured goods to the East and Central African
region. According to Vision 2030, contribution of the maacturing sector to GDP ought to
grow from 10% to 20% by the year 2030 for Kenya to be considered as a newly industrializing
country. The Ministry of Industrialization has developed a draft Industrialization Policy that
identifies the following suisectas as crucial to the realization of this objective:

1. Development of Industrial and Manufacturing Zones

In order to harness the resources available in different parts of the country, region specificindustrial
and manufacturing clusters will be promotddecessary infrastructure andservices will be provided

to stimulate development of these clusters. Investmentopportunities exist in development of
Industrial Parks including Small and MediumEnterprises (SME) Parks and Export Processing Zones
(EPZs) whichffer a range of fiscal incentives that help in reducing stapt and operational costs
thereby making exporters internationally priceompetitive. The investor will recover his/her
investments either through rent or selling the units.

Potential locationfor Industrial Parks include Nairobi due to its proximity to mostimportant
markets, Eldoret due to its location in higlotential agricultural areas andaccess to airport, and
Kisumu due to access to the regional markets and availability of rawmaterials asic
limestone(Koru), chemicals (e.g ethanol from sugar factories).

A Special Economic Cluster (SEC) will be set up in Mombasa to allow for easy importation of
necessary raw materials and exporting of finished goods. The project will include amcgswial

zone incorporating activities like blending and packing of fertilizers, tea and coffee and a
consolidated meat and fish processing facility. The second SEC will be located in Kisumu to allow for
access to regional markets and availability of limesttmeupport cement, chemicals and metal
industries; agreprocessing through increased horticultural production along the lakeshore.

2. Micro and Small Enterprise (MSE) 2030 Initiative Project

The Government is in the process of developing centres of llerce for micro and
smallenterprises (MSEs) to promote transfer of technology, build capacity and market
MSEproducts. The centres will be developed in each County, with specialization in given subsector
of the MSEs. Due consideration will be made to tbgource endowment in eachregion. Land has
been set aside for MSEs operators across the country. Most of these sites are partially serviced and
have great investment potential for private investors. To revolutionize and modernize the MSE
sector, concerted #orts are required towards upgrading the following sskctors; agreprocessing

such as fruit processing, essential oil extraction, vegetable processing and cereal processing, animal
products and fish processing, milk and meat processing, hides andasidrish products. Other

areas are chemical, electrical and electronics, building and construction, metal and metal works and
motor vehicles accessories. These present major investment opportunities.



3. Tyre Manufacturing Plant
The coutry currently has only one tyre manufacturing facility i.e. Firestone (E.A.) Limited. Another
plant would be a feasible proposition.

4. Agro-processing industry

DCProcessing of White refined Industrial sugar

Refining of industrial sugar is an area oéa investment potential. It is a critical input infood,
beverage and pharmaceutical sectors. Currently it is imported. There is a largemarket for the inputs
and the demand is growing.

CProcessing of Fruit Concentrates

Fruit processing is an industry whidgs growing. Kenya produces only two types ofconcentrate
namely pineapple and mango. The rest of concentrates are imported from outside the EAC region.
There are investment opportunities in the processing of other concentrates.

#Vegetable Oil Processing Industry

In some areas in Kenya, the oil seeds are grown commercially. This requires a very strongoil seed
processing industry to utilize the products and to sustain local production ofoil seed. This presents
investment opportunities.

#Processing of coconut
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developed, leading to poverty among the farmers. The government has established the Kenya
Coconut Development Authority to regulate the sséctor and ensure viablealue addition to the

crop. Various investment opportunities in small and medium industries exist in the development of
coconut

+Cut-flower

The cutflower subsector is one of the fastest growing in agricultural sector. Kenya grows a
wide range of flowers mainhalstrometria, carnations, roses, statice, arabicums, erygiums,
gypsophyla, lisanthius, carthamus, solidastansl eustormra. The industry has recorded about
35per cent annual growth for the last 15 years in volume and value efiauers exported



every year. This success is in part a product of the high returns in investment and has also
NBadzZ 0§SR TNRBY ( KnferfeReace® BitN3hey dpefaiiddsiof tie2industry. It is also
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among the best in the world and its roses are particularly valued in Europe. The Kenyan cut
flower sector is acclaimed as the best in Africa. According to Economic Survey 2011, cut flower
continued to dominate the horticulture sector, accounting for 59pentcef the Agricultural
export earnings in 2010.
The areas that present opportunity for investment include the following:

1 Additional investments in local vaksdition in flower production to increase
productivity and raise quality standards, including gens and acquisitions to spur
industry consolidation among the larger firms;
Investment to expand floriculture production in smdilblder sector
Provision of specialised services to the industry

- audit/certification services;

- supply and service of greenase equipment and material;

- organic farming production and certifications;

- production of planting materials;

- upgrading the flower industry supply chain using ICT initiatives.

= =

5. Chemical industry

CProduction of fertilizers
Fertilizer is one of the major farming inputs in the country and it is widely used. Kenya and the
Eastern African region do not have a fertilizer manufacturing plant. All fertilizers used in the region
are imported. Through theeftilizer cost reduction initiative identified under the Vision 2030, a
fertilizer manufacturing and blending plant in Mombasa and Nakuru to serve the local and regional
demand would be a feasible investment opportunity.
There is also potential in the folving areas:
o Establishment of a fertilizer plant in Mombasa to manufacture DAP, CAN, NPK using
imported intermediate inputs.
o Establishment of a bitertilizer plant in western Kenya (Mumias Sugar Co. Ltd) to utilize
bagasse and wastes from timber induegi
o Production of nitrogen fixing micraorganisms such as Rhizobium which can be used in
leguminous plants to increase crop yields.

Ciiyes for textiles industries
There are investment opportunities in the manufacture of dyes which are important for ttiketex
industry.

Dalue addition in Pyrethrum and other plants

Kenya produces a lot of pyrethrum which is exported in a ggotessed form or as driedflowers
which fetch little money in the world market. Opportunities exist in processing theplant intwah fi
product. In addition, there are opportunities for manufacturing ofinsecticides and fungicides using



some imported ingredients mixed with locally availablefiller materials such as soapstone, limestone
and clay for local and export market.

The processingf Neem treeextract as a source of a pesticide raw material should also beexplored.
The tree is being promoted by ICIPE in Kenya and it has been found that theextract has pesticidal
properties.

TheAloe verg which has been proved to have medicinal valgiows naturaly in the aridand semi

arid areas of Kenya such as Baringo, the Coast, Laikipia, Nanyuki and others.

Commercial farming of Aloe vera is now practised in Laikipia and Baringo. However, most of the raw
Aloe vera is exported raw for processimgthe EU and Asia. Gum Arabica from acacia is another
product that can be valuadded.

All these plants offer a very promising area of investment since the extracts are naturalorganic
substances that are biodegradable and hence poses less danger to tirenementdue to less
persistency.

OCManufacture of Cement

Currently Kenya has five cement plants namely: Bamburi Portland Cement Company (BPCC) in
Mombasa and Athi River, Kaloleni Lime Cement works Ltd in Kaloleni, Kilifi, Athi River Mining Works
(ARM), ad East Africa Portland Cement Company Ltd (EAPCC) at Athi River. A sixth plant is under
construction in West Pokot. The current total capacity for these cement producers is far much
below demand. This sector is identified as one of the core industriabseaith ample scope to

boost the other sectors of the economy, especially the building and construction industry. There is
growing demand of cement from within and from outside the country from places such as Southern
Sudan, Rwanda and Burundi. Theraaed for additional investment to cover the existing gap. New
areas with investment opportunities in this sector are Koru (Kisumu) and Shimoni in Coast Province.
The market for this sector is both local and also exports to EAC and COMESA countries.

#Sheet Glass Production

Currently Kenya has no sheet glass plant. There is growing demand for sheet glass due toincreasing
construction activities. Kenya has capacity to produce sheet glass because thereis Soda Ash
production at Lake Magadi. The market for thidl we local, for EAC and also COMESA countries.
The location for this industry which is viable is Magadi and Machakos.

6. Manufacture of motor vehicle components
There are investment opportunities in manufacturing of motor vehicle components and even
assembly of vehicles. There is a big market for vehicles in the EAC and COMESA regions.

7. Metals Industry

The Metals Industry plays an important role in the industrialization and economic development
of any country. The metals industry consists of twaimmsubsectors namely:

a) Ferrous metals subector, comprising cast iron and cast steel commonly referred to as
WLNRY YR {(44SSftQT |IyR
b) NonFerrous suksector covering aluminum, copper, tin, lead, Zinc, nickel and Alloys.



+lron and Steel

The industrialization of any nation is largely dependent on the availability and affordability of
iron and steel. Steel is one of the most commonly used materials and a major component in
building and construction, tools, ships, automobilemachines and appliances. In the
development of infrastructure, the country has been importing iron and steel for fabrication or
brings in various components for assembly that will create the plants. It is estimated that the
country uses Kshs.60 billigeer annum in the importation of Iron and Steel.

Preliminary investigations have shown that vast amounts of iron ore reserves exist in Meru,
Ikutha, Taita, Embu, Lolgorien, Samburu and Funyula districts. There are also smaller deposits
in various parts ofNyanza, Western and Coastal regions including pyritic ores in Bukura area,
limonitic ores on Lugulu Hill south of Sio and goethite ore on Mrima Hill in Kwale.

The following are some of the potential areas for investment in thesadtor:

¢Manufacture of Aluminium Cans

In Kenya and East Africa region, all cans for use in packaging of canned beers and softdrinks are
imported. Consumption of canned beverages is becoming very popular. Exportof Kenyan beer in
bottles is being hampered by the limitations oags, which includebulkiness and breakages. The
production of beer and carbonated beverages in Kenya has grown tremendously over the years.
Investors are invited to put up an aluminum canningplant which can also cater for the needs of
other East African cauries.

+Component Manufacture

Design and local Manufacture of components and parts for use in the steel plants withcapacities of
10-30,000 tons per annum which are very popular in the COMESA region islacking. The rate of
growth of steel mills in the regh has been steadily rising pointing toan exciting business
opportunity for whoever can supply such equipment with good spgaaeg back up and after sales
services. Currently these plants are being imported completefrom India. There is no reason why at
least some of this equipment cannot be producedlocally.

¢Manufacture of Ductile Iron rolls

There is only one country (Egypt) which is currently producing such rolls in the region.Gauging by
the over 20 mills in the country and the East Africa region at large, a great deal of business
opportunity exists in thigield.

+Machine Tools

Machine tools are power driven machinery and equipment that perform specific actions on
materials like metal, wood and plastic. The most common jobs these machines are used for



include material removal such as turning, milling, mg) grinding, watejet or laser cutting;
material forming i.e. stamping, bending, joining; and work holding i.e. chucks, fixtures and
clamps.

The machine tool and accessories industry is critical to economic development as it makes
possible the existencef virtually every other manufacturing industry. Special tooling, such as
dies and molds, is custom designed and made to manufacture specific products, generally in
guantity, and to desired levels of uniformity, accuracy, interchangeability, and qualibe
machinetool industry is a vital sector of manufacturing. Machine tools which cut and form
metal are essential for reproducing the technologies required in an industrial economy. In
addition, the industry helps foster innovation in manufacturingpgesses. Machine tool
industry is central to manufacturing sector and an indicator to economic development.

¢Assembly ofagricultural machinery and farm implements

Agricultural machinery is any kind of machinery used on a farm to help with farming. Some of
the tasks that these machines can perform include soil cultivation, planting, fertilizing and Pest
Control, irrigation, harvesting/posharvest, hay making, loading and milking. In Kenya,
machinery costs are generally high, particularly in the maize and wheat production, threatening
local production and favoring imports. Machinery costs include costs of plogigharrowing,
chiseling, planting, spraying, harvesting, shelling and transport to stores.

The government encourages investment in this-sebtor as well as motor vehicle components
and spares.

8. Manufacture of medical equipment

There are vast opportities for investment in the manufacture of medical equipmentincluding
electromedical equipment. Investment in such opportunities could be in form ofassembly with the
target market being EAC and COMESA.

9. Pharmaceutical plants

Possible areas of invesent in this area include:

C&et up pharmaceutical manufacturing industries which can produce drugs,ARVs, and Vaccines;
DZrovision of production of medical gases and oxygen generators plants;

DZroduction of Medical Equipment and Maintenance;

DZrovision of specialized diagnostic seed e.g., DNA tests, MRI, Nuclear/radiologist tests and open
heart surgery in specific centers.

Dultipurpose chemical plant for bulk production of intermediate inputssuch as paracetamol,
aspirin, etc.

DZhemical plant to manufacture the asitiberculosis,anti-leprosy, antibioticrifampicin from the
penultimate state.

Ddanufacture of Quinine by extraction from Cinchona bark and subsequentpurification and
synthesis to Quinine sulphate.

DExtraction of Hecogenin from sisal waste and synthesis of Betamethazwmndiecogenin.



DRaw materials for pharmaceutical indust§onsidering majority of the inputs used for making
pharmaceutical products are imported, there is a wide scope for investment in making these inputs
available to EAC and COMESA market.

Once fullyexplored, these opportunities will lead to production of adequate pharmaceuticals/non
pharmaceuticals; medical equipment and specialized services for usein the country and for export
to EAC and COMESA market.

10. Integrated waste management

There are hug investment opportunities in Solid waste management in the countryespecially in
Nairobi and other major cities like Mombasa and Kisumu. Nairobi city produces an average of 2,500
metric tonnes of solid waste per day. Management of thiswaste through regyelill reduce
environmental pollution and offer employmentopportunities through commercial ventures.
Investors are welcome to invest in solid wastemanagement. Recycling of waste can be undertaken
through Public Private Partnerships(PPPs) and may be esdetwdother cities and towns in the
country. Specific areas ofinvestment interests include waste disaggregation, sanitary landfills,
recycling, and sewerage systems maintenance.

11. Paper and Paper Products

Kenya has an integrated pulp mill plant prodwgpaper and paperboard from renewable forest
products. However, the country imports coated white line chip board and other boards for
packaging, newsprint, printed paper and other types of paper. Investment opportunities exist
in the production of papefrom other raw materials such as bagasse, sisal waste, bamboo,
papyrus reed, straw and waste paper.

12. Textile Clothing
The textile and clothing industry comprises of two main-sabtors namely:

(a) Textiles which cover cotton growing and ginninfgbric manufacture, including activities
such as polymerization, spinning, weaving, knitting and wet processing.

(b) Apparel which include garments and clothing accessories (labels, buttons, zippers and
packaging)

In Kenya, apparel manufactugnis the most vibrant part of the chain at the moment, largely
because AGOA permits imports of fabric from low cost producers in any of the world. To
promote the subsector the Government will encourage the setting up of weaving and milling
plants throughincentives on capital equipment, and controlled importation of used clothes
known asmitumba

13. Meat & Dairy Products



The livestock sector contributes 3.3% of the GDB and comprises mainly dairy and meat
production, eggs, hides, skins and wool from spsheep, goats, poultry and game meat. Red
meat, comprising of beef, mutton, goat and camel meat, accounts for over 80% of all the meat
consumed locally. The meat and dairy products-settor grew by 8.7 % in 2009. Production

of beef, sheep, lamb angoat products registered a growth of 13.7 and 14.7 per cent
respectively during the same period.

Kenya has one of the largest dairy industries in-Sabara Africa with a production of
approximately 285.2million liters as recorded in 2009. Developmeriteeimdustry span over

a period of 90 years and have undergone various evolutionary stages. In the first 60 years it
was dominated in the sector, contributing over 80% of the total milk production.

Kenyan dairy companies process, package, and/or markéty doroducts, including fluid,
cultured, and solid milk products such as yoghurt, cheese, butter, ghee, condensed and
evaporated, milk, ice cream and frozen desserts. These products are either produced by
partially skimming the whole milk, or by compligteskimming it and then adding an
appropriate amount of cream back to achieve the desired final fat content. Production-of ice
cream, cheese and liquid milk recorded a growth of 44.4, 21.4 and 9.4 per cent respectively.
Further investment in the subecta is encouraged as a boost to farmers

14. Leather and Leather Products

The Kenyan leather industry is a prime abesed sector with high potential for economic
development and promotion for employment opportunities. The industry has strong backward
and forward linkages that provide opportunities for value addition using locally sourced raw
materials. The leather industry in Kenya is made up of four mairssators, Raw material
base (hides and skins), Tanneries, Footwear, and Leather goods manuafactlihe estimated
contribution of the Leather subector to the manufacturing GDP was 1.7% and it employed
about 1,800 people in 2006.

The challenges facing the sector include, low recovery of hides and skins due to poor
infrastructure, limited supply ah low quality of raw materials for value addition, lack of
information on markets opportunities, new designs and fashion trends, limited research
facilities and technology transfer and investment in the sector and limited entrepreneurial and
business skal by players in the sector. To dress the challenges the government will promote
guality and control management, and investments in value addition to hides and skins.

15. Mining and Quarrying

The mining and quarrying is a potential contributor to the KHefya D5t @ ¢ KS
important because it will support resource based industries such as iron and steel, cement,
building and construction, chemical and ornamental industries. The country has economic
guantities of coal, iron ore, fluorspar, titaniunygsum, limestone, soapstone, gemstones, soda
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mineral resources, the Government shall promote partnerships between County Governments
and private investors in mining

16. Packaging Industry

Poor quality of packaging makes products less competitive into the global market and shortens
expiry dates. For market expansion abroad, improvement in packaging quality is vital.
Packaging has three functions namely: protectthg contents, improving convenience of
handling and transport and describing the contents and sales promotion. In recognition of the
important packaging, 70 countries have established packaging institutes under the World
Packaging Organization; Kenyaoaéstablished the packaging institute in 1996 and has been
holding occasional seminars and exhibitions using membership fees. However the institute has
not been effective to make an impact in the industry due to lack of support from Government.



MORE THAN JUST BUSINESS

All the emphasis should not only be put on investment environments and performance
indicators. Kenya offers many advantages that make it a good choice for settlement. Of course
there is the spectacular and diverse nature lwikandscapes ranging from mountains to
beautiful beaches. Then there are the many wild and spectacular animals and birds. All of these
can easily be enjoyed due to professional and very well developed tourism industry, which is
very open to investment angbartnerships. This is in large to the aforementioned natural
surroundings. With nature scenes like the Maasai Mara and Tsavo national parks, which draw
thousands of visitors every year and perfect beaches and hotel infrastructure located on the
east coast,near Mombasa, suppliers of tourist services are secured a large and expanding
market. Also Kenya offers a rich cultural experience and many forms of entertainment where
residents and visitors alike can gain insight into the many diverse and fascinatingsuthat

are found in Kenya.

Not forgetting that, when living in Kenya, residents lack nothing;-steltked supermarkets

and a wide range of quality restaurants ensures that all needs are catered for. Also, high quality
hospitals and dental clinicsivaling the standards of Denmark, ensure that, if the need arises,
residents are safe knowing that professional help is available. Lastly, Kenya, especially the
capital Nairobi, offers high quality housing.

DENMARK SUPPORT FOR KENYA’S DEVELOPMENT

Denmarkhas, since 2002, been committed to supporting development of the business sector in
Kenya. Previously this has been on a basis of partnerships between Kenyan and Danish
companies to facilitate knowledge transference from Denmark to Kenya and that Danish
companies gain access to new markets and cheap production methods and facilities. In 2005
assistance entered a new dimension with the launching of the Business Sector Programme
Support (BSPS). This programme supports the business sector both on a, mas® and

micro- level by assisting both government but also private sector partners in creating an
enabling environment for business.

At macro level, the BSPS supports finalisation and implementation of a new Private Sector
Development Strategy. Furtheore it supports implementation of new labour laws, which is
expected to be passed by Parliament soon. This includes also support to improvement of
occupational safety and health issues. At the mk=se@l, the programme supports business
associations, so #y will improve their advocacy capacity. At the miteel, the programme

has a rather large component on improving the competitiveness of gramtmted micro,



small and medium sized enterprises. This component comprises support to both financial and
non-financial business services, including linkage programmes, to MSMEs. The dairy and the
horticulture sectors are already part of the programme, and it is planned that another sub
sector will be selected for support (probably the ICT sector). Also thieuitgral Business
Development component under the Agricultural Sector Programme Support provides support
to agrobased businesses.

The Danish support to partnerships between Kenyan and Danish enterprises which was started
in 2003 has had good progressKenya. The programme, now known as the Danida Business
Programme (DBP), has supported more than 50n@aships at different stages, with many
more in the pipeline. The programme supports partnerships in almost all sectors of the Kenyan
economy. Many partnerships are concentrated in the manufacturing and service sectors, with

the communications sector folang closely by.

Below is a list of some of our DBP partnerships:

Danish Company

Kenyan Company

Sector

Chr. Hansen A/S

Prolab

Service sector

ProTex

Pamoja& EHG

Construction sector

Ekko Fisk A/S

Tuna Processing

Manufacturing sector

EWH BieProductin

Dudutech

Manufacturing sector

Tech Team Buluma Cons. Eng. Construction sector
Fan Milk Bio Food Products Agricultural sector
Price Invena Aps. PharmaSpecialities Ltd. Manufacturing sector
S.C.R. Imatech IT sector

Fercom Aps Hass Hearing Centre Health sector
Neverland Blu Zebra Records Media sector
Responsfabrikken 3Mice Interactive Media Communications sector
Widex A/S Beam Hearing Centre Manufacturing sector

Azko Nobel Denmark

Sadolin Kenya Ltd.

Manufacturing sector

Brdr. Holst Sorensen

Patel

Service sector

Immobia

Gaia

Communications sector

BK Medical A/S

Phillips Pharma Ltd.

Manufacturing sector

Kjaer Group

Mashariki Motors

Service sector

Ken Tec Denmark Aps

Windgen Kenya Ltd.

Energy sector

Danimex Communications A/

SimbaNET Com. Ltd.

Communications sector

Anneberg Consult

Eldoville Farm

Service sector

Mogren Packaging &
Engineering

Spin Knit Dairies

Agricultural sector

Dland A/IS

Air Solutions Ltd.

Manufacturing sector

Creating Synergy Effects




Denmark also supports development inany others areas of Kenyan society. Agriculture,
health, environment, water and good governance sectors enjoy Danish support. The Embassy is
trying to link these efforts so positive spitlver effects between the sectors and the relevant
DBP partnershipsan be achieved.

Other Support Instruments
The DBP is not the only tool available to Danish enterprises wishing to do business in Kenya.
Below is a short list of other instruments that can be utilised:

The Industrialisation Fund for Develogi Countries provides share capital and loans
to joint venture projects in developing countries, which are invested in by Danish
companies.
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equipment in connection wh larger industrial projects.

Innovative Partnership for Development is a tool available to companies that want to
conduct activities beyond the B2B partnership. The aim is among others to strengthen
Corporate Social Responsibility in Kenya.

Export Credit Fund provides insurance covering exports from Denmark, assists foreign
importers who wish to procure machinery and other equipment in Denmark. Lastly the
ECF provides project financing for larger investments, which have links to Denmark.

It must be noted that involvement with one support facility does not exclude support from
other facilities. This will also help to create positive synergy effects.

In Summary

Kenya is on a recovery path after many decades of economic decline andeniFrom the
analysis and drawing from the Economic Survey 2011, Kenya recorded substantial growth in
almost all its sectors. Indicatively, the economy maintained the momentum that it had started
in 2003 with most sectors recording accelerated growtlspiee the postelection setback of
2008. Further, the democratic principles embraced in Kenya coupled with a commitment by
the government to develop policies that are responsive to economic growth and promoting
political stability has made Kenya a unigngestment destination. Kenya is currently engaged

in the renovation and development of infrastructure in a bid to make the cost of doing business
in the country affordable.

It can therefore be stated that Kenya offers excellent investment opportunitiegbe energy

sector due to rapidly increasing demand for energy. Sensitivity to environmental conservation
makes green energy most attractive. The ICT and manufacturing sectors, being important to
YSye&l Qa AYRdAzZAGNRI f AT I {A 2yhvestindRtOpartanties! f a2 LINE JA

The priority investment opportunities highlighted in this paper reflect the thinking in
government as it implements the economic pillar of Vision 2030. The list is certainly not



exhaustive, and each case requires detailed fabiyi study and environmental impact
assessment before any investor can make an informed decision.

Further Reading.
The following is a list of useful websites that contain relevant information about doing business
in Kenya:

Danish Embassy in Nairapivww.ambnairobi.um.dk

Danish Ministry of Foreign Affaicsvww.um.dk

Kenyan Ministry of Trade and Industyywww.tradeandinustry.co.ke

The Kenya Association of Manufacturersww.kam.co.ke

World Bank publication (Doing Business) assessing business environment in Kenya
www.doingbusiness.org/ExploreEconomies/Default.aspx?economyid=101

Industrialisation Fund for Developing Countrgesww.ifu.dk

Confederation of Danish Industries International Business Developgnentv.dibd.dk

Danish Federation of Small and Medi8rized Enterpriseswww.hvr.dk

Contact
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know what @ganisation you need to contact but not the specific person? Below is a short list of

key people in key organisations in Denmark.


http://www.ambnairobi.um.dk/
http://www.um.dk/
http://www.trade.go.ke/
http://www.kam.co.ke/
http://www.doingbusiness.org/ExploreEconomies/Default.aspx?economyid=101
http://www.ifu.dk/
http://www.dibd.dk/
http://www.hvr.dk/

Name

Organisation

Responsibility

Emalil

Ms. Marie Wibe

Danish  Ministry of
Foreign Affairs

Desk officer for
Mixed Credits for
Africa

marwib@um.dk

Mr. Henning Hay
Nygaard

Danish Federation @
Small and Medium
Seized Enterprises

Desk officer for DB
in East Africa

nygaard@hvr.dk

Mr. Joe Okudo

Royal Danish Embas
in Nairobi

Programme Officer

for the DBP

nboambdbp@um.dk

Ms. Carole Olale

Royal Danish Embas
in Nairobi

Programme Office

for the DBP

carola@um.dk

Mr. Peter. V. Helk

Confederation of Dash
Industries, Internationa

Business Development

Desk officer for DBI

support

PEH@DI.DK

You can also contact the embassy directly:
Royal Danish Embassy

13 Runda Drive,

P.O. Box 404100100 GPO, Nairobi
Phone:28207122848&1

Fax:254207120638

Email: nboamb@um.dk

Nairobi, November, 2011
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