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Executive Summary 
 
In the last decade, Chinese presence in Kenya for investment and trade purposes has drawn a lot 

of controversy among the local businessmen especially in the construction and manufacturing 

sectors whose infant industries have either been forced to close down due to inability to compete 

with the Chinese firms or in the verge of collapse. The EU firms who used to dominate the 

Kenyan market have also found themselves losing ground to the Chinese especially in terms of 

market share for their manufactured goods, and outcompeted in the tendering process of the 

infrastructure contracts from the Kenyan government. 

The thesis however analyses how these less competitive local and EU firms can strategically re-

position themselves to be more competitive and create better possibilities for their business 

against those of the Chinese in the changing business environment in Kenya. The reason why 

Kenya is chosen as a case is because of the intensity of this trend that has drawn attention of 

different stake holders both within the country and the rest of the world. Internally, the thesis 

analyses SBR and its role in the Kenyan economic growth and also introduces the MNEs theory 

which involves Dunning’s Electic paradigm OLI model and Mathews LLL model which are used 

to provide the theoretical base for this research. The models explain how FDI has affected the 

practice of SBR in Kenya.  

Two case studies are introduced describing what kind of challenges are faced by the Local, 

Chinese and the EU firms in the construction and horticultural sectors in Kenya, also their 

current and future competitive positions in their respective sectors. To establish concrete results 

an empirical research was done which was built on interviews both through questionnaire and 

face to face with an Economist at the Ministry of East Africa Community and a manager at the 

Kenyan chamber of Commerce and industry. Accordingly the paper also addressed the legal 

issues in terms of Chinese failure to adhere to the compliance international law and how 

corruption as a global prohibition regime has been undermined due to hypocrisy by Chinese 

investors thus affecting its fight on the global scale. 

 

In conclusion I propose the less competitive local firms should compel the government to adopt 

policies advocating for joint ventures with the Chinese firms establishing in the Country like is 

done in Arab countries to protect their infant industries. This will help them in building their 

competencies and with time they will have enough experience for big projects and bid 
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competitively. As for the EU a race to the bottom in terms of policies will be inevitable since the 

tied aid policy is not working for their best interest. They need also to compel the government to 

adhere to its commitment on good governance and anti corruption and shun away from operating 

with firms that have a bad record on good business practices thus giving them an edge compared 

to the Chinese. 
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1. Introduction 
 

Chinese continuous increased influence in Africa over a couple of years through foreign direct 

investments ( FDI ) and foreign aid has been of great concern not only to the civil societies 

groups and the journalists in the host countries, but also to the rest of the Western world. The 
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west have continuously been sceptical and raising questions over the real intentions of the 

Chinese involvement especially in the resource rich African countries like Sudan, whose 

governance reputation has been questionable over the years. Some critics have gone even as far 

as claiming that China is repeating the colonial path of exploiting Africa. But they seem to be no 

doubt that such an economic support in terms of FDI and Development Aid given by the Chinese 

to the African states has been of great boost especially given that for a long time these countries 

have been relying heavily on donor funding from the Western governments, International 

Monetary Fund (IMF) and the World Bank (WB). These donors have made various attempts to 

link aid to the behavior of African governments thus making it difficult for the countries with 

poor governance records getting access to the aid. 

 

It is this recent developments that China's growing influence in Africa and Kenya in particular, 

has caused ‘jitters’ in Western capitals whose firms are gradually losing ground to their Chinese 

counterparts when it comes to awarding infrastructure and natural resource exploration contracts  

(Daily Nation, 2010). The West however still command a formidable presence in the continent 

and as Harry G. Broadman in his article (The back story of China and India’s growing 

investment and trade with Africa: Separating the wheat from the chaff) States, ``about 90% of 

the stock of FDI in Africa still originates from Northern companies, especially those from the 

European Union and the United States. The confusion arises because FDI inflows in recent years 

have been dominated by Chinese and Indian multinational enterprises (MNEs) (as well as other 

firms from the South) ´´. Deborah Brautigam in her book the Dragon´s gift the real story of 

China in Africa states that Chinese companies win about a quarter of all major World Bank 

construction contracts in Africa, and a half of those funded by the African Development Bank ( 

ADB ). 

 

In the last decade however China has tremendously boosted its economic development in Kenya 

and especially in the construction sector. In an interview with U.S. public radio program “The 

World´´ the chairman for the Kenya Private Sector Alliance ( KEPSA) Eng. Patrick Obath said 

``over the last five or six years, China had began to independently compete for major 

infrastructure projects in Kenya and they are winning them hands down´´ (Olander, 2010).  
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Analysts claim that half of all construction work underway in Kenya is now being done by 

Chinese firms (ibid). On one hand this trend has triggered alarm and protests among the Local 

contractors who have blamed the government for raising demands on firms during the tendering 

process in favor of the Chinese, thus taking up local jobs. On the other hand European Union ( 

EU) construction companies including United Kingdom (UK) to whom Kenya was a former 

colony, used to have an edge when it came to winning such contracts due to the long economic 

relations since independence, they also have of late found themselves out competed in the 

tendering process of the major construction projects.  

 

Most of the Western governments believe that corruption is also a factor in the awarding of 

contracts to the Chinese. According to the Leaked US diplomatic cables, dubbed Chinese 

Engagement in Kenya, it described Chinese firms as using bribes, cut-throat pricing strategies 

and coercion through senior government officials to win lucrative deals in the construction 

sector. A claim that has been strongly denied by the Chinese government who claim they are 

offering a win-win cooperation situation. (East African Standard, 2010).  

 

In 2008 however President Kibaki and Prime Minister Odinga officially launched a development 

blueprint dubbed Kenya's Vision 2030. Vision 2030 aims to ensure the necessary infrastructure 

is in place in order to fuel economic growth, and on which foundations of the country's future is 

built. According to the sentiments made by Wycliffe Oparanya, minister of state for Planning, 

National Development, and Vision 2030, Kenya needs Chinese expertise and finance in order to 

reach the many goals contained in the blueprint (China Daily, 2010). This however explains why 

a section of Kenyan politicians and majority of Kenyans on one hand are satisfied with the 

presence of the Chinese in the country and the kind of development they have made so far 

especially on road and bridge constructions as it will also be exemplified by the results of the 

survey I made. Most of the respondents claiming that, unlike EU and local firms, China put their 

words into action and deliver quality work, on or before schedule at a very low cost. 

 

However on the other hand, a section of politicians strongly oppose the Chinese involvement in 

such projects by supporting civil society groups, trade unions who claims local jobs are being 

lost, the environmental and human rights groups who are not comfortable with the Chinese firms 
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disregarding the environment and investing in countries that are in violation of human rights 

respectively. Just like the EU, those politicians are also quite skeptical on the China real 

intentions and the kind of deal they have brokered with the top officials in the Kenyan 

government. 

 

It is China’s engagement in Kenya which continues to grow exponentially day by day, the 

political intrigue it is causing among politicians across the divide, the uproar raised by the civil 

society groups, the conflict of interest among donor countries and the continuous fears among 

local and EU firms that motivates me to write this research paper. The aim of the research paper 

is to find the way forward for the local and EU firms on how they can strategically reposition 

themselves in order for their businesses to remain competitive and significant in Kenya. 

Therefore the research question that addresses this problem is: How can the less competitive 

local and EU firms, strategically re-position themselves to be more competitive and create better 

possibilities for their business against those of the Chinese in the changing business environment 

in Kenya? 

To answer the overall research question I will answer the following sub questions while focusing 

on the case on the construction and horticultural sectors in Kenya. 

Sub questions 

• What role does FDI play in Kenya´s economic growth and in its vision 2030? 

• How and why does the state business relationship matter for the Kenyan Economic 

growth? 

• What is the competitive position of Chinese and EU corporations in Kenya in the 2000´s? 

• What are the challenges faced by the Local, Chinese and the EU firms in the 

Construction and horticultural sectors in Kenya? 

• How do China and EU governments support their firms in Kenya? 

 
 
 
1.2 Framework 
 

The paper is organized as follows – after the introductory, delimiting the research question and 

choice of research methodology chapters, comes part 3 that will cover theory and approaches. 
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Under this part, I will conceptualize state business relationships; introduce the MNE theories and 

FDI which will cover Dunning’s Electic Paradigm (OLI model) and Matthews LLL models. I 

will analyse the FDI stocks and flows in Kenya, look at the vision 2030 in details and also 

elaborate on the relationship between economic growth and poverty.  

In part 4, I will focus on structure and practice of SBRs in Kenya, looking into why Kenya is the 

most preferred investment destination in East African region, how SBR has been practiced under 

the watch of the current president Mwai Kibaki, and how it differs from that of former president 

Daniel Arap Moi and finally under this part I will analyze roles played by both state and non 

state actors in condoning as well as fight corruption which has been experienced by the two 

regimes while in power. In part 5, my focus will be on EU vs. China corporations in Kenya. I 

will conduct a comparative analysis on EU-Kenya and China-Kenya trade flows, investments 

and Aid. In part 6, I will analyze how FDI has affected the practice of SBR in Kenya. In part 7, I 

will present my case studies on construction and horticulture sectors in Kenya highlighting the 

conflict of interests in the sectors and the current developments. Part 8, I will come up with a 

theoretical framework drawing from both Dunning and Matthews models to explain part 6 (on 

how FDI affects the practice of SBR) and part 7 (on case studies). 

In part 9, I will introduce the compliance International law, discuss using critical legal theory and 

building on the previous parts showcasing how china has been undermining its moral obligation 

as far as good business practice is concerned while investing abroad. This will prompt me to 

analyze anti corruption as a global prohibition regime and how hypocrisy in corruption practices 

undermines the global prohibition regime progress. Finally part 10 which marks the objective of 

the paper, I will look into some of the policy structures that have been put in place by the Kenyan 

government to Support and at the same time protect both Kenyan and EU firms against Chinese 

firms. I will then make a conclusion that answers my main research problem by reviewing main 

findings, objectively discussing any limitations of the paper, and proposing avenues for further 

inquiry and further research on the topic.  
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2.1.1 Delimitation 
 

China involvement in Africa is a huge topic that can be analysed using different theories and 

approaches, but my main focus will be on MNE theories and International Relations (IR). Under 

MNE theory and in particular the Electic paradigm, a theory in international economics that is 

also known as OLI (ownership, location, internalization advantages) model, which Dunning 

suggests are condition that decide how MNE execute FDI while giving them advantage as they 

extend their operations abroad, I will be able to analyse China´s and EU´s FDI to Kenya using 

the model. The OLI theory suggests that the more O and I advantages possessed by the firms and 

the more L advantages of creating, augmenting, exploiting these advantages from a location 

outside its home country, the more FDI will be undertaken. My focus country will therefore be 

Kenya. Investment into Kenya is boosted by the improved institution framework in the country 

and since institution is an important determinant of FDI, I will analyze its role in details under 

the state business relations section.  

I will also introduce the argument by Matthews, who suggest that their exist a difference on the 

consideration that applies to the pursuit of resources (and customers) not otherwise available, on 

which the OLI model seemed to be based on from those that apply to expansion which is 

designed to exploit existing resources. This will thereafter enable me to introducing the LLL 

(Linkages, leverage, learning) model.  

On IR theories, I will focus particularly on the compliance international law this is because 

China has been hugely accused of underestimating international law and especially the soft laws 

as it operates in Africa. I will showcase how they have been able to play double standards to 

achieve their overall business and political objectives. 

 

Increasingly FDI is undertaken not to exploit existing resources but by increasing resources and 

capabilities through the interaction with diverse locations. My objective will be to try and come 

up with a new model that will combine both Dunning and Mathew’s arguments. Emphasizing 

Leverage, Linkages and also a new concept which I call the big P as in Policy therefore the 

model will be known as LLP. I will endeavor to explain how the new model has been used by 

China to outcompete foreign firms given their way of conducting business and the political 

position they hold in the current world order to further their success. 
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Two case studies one on construction sector and the other on horticultural sector will be 

incorporated into this thesis, as an illustrative example of how Chinese firms strive to out 

compete EU and local firms. Chinese are involved in different sectors in the Kenya but I will 

limit myself to the two sectors which are affected more. When analyzing the state and non state 

actors in the war against corruption, I will not be able to cover all of them in details rather I will 

focus on the most relevant ones. 

 
2.2.2 Data Collection 
 

The analysis will be based on multiple primary data inform of interviews, coupled with 

secondary sources: articles in newspapers, educational materials, journals, handbooks and 

guidelines, advertisements and general relevant informational material. I will also collect useful 

and relevant materials from the Copenhagen Business school library and this will include 

academic papers posted in the internet through the CBS e- library as my main sources of 

information.  

 
2.2.3 Data Validity 
The validity of the information used in this project is quite high because the information will 

come from valid sources especially live interviews and the academic literatures from the library 

which I believe it contain relevant and up to date information. Furthermore I cannot prevent the 

fact that there will be some outdated data or assumptions because I will also get some of my 

information from the internet. 

3. Theory and Approaches  
 
3.1 Conceptualizing state-business relationships 
 

The interaction between the state and business has been in existence for many years and its 

significance is of great importance especially for the economic growth of a country. There exist 

different economic thinkers both classical and contemporary who see the interaction between 

state and business as dependent on each other that is to say; the market which is the core element 

of the business organization can only function well with the state intervention. On the contrary 

others claim that markets have the ability to regulate themselves and therefore should be allowed 

to do so with minimal or absolutely no government intervention at all. In his book wealth of the 

nations, ``Adam Smith’s concern about the wealth of the nations can somehow be explained as a 
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theory of how state and business relations are best organized to promote economic growth; as he 

saw it, the ‘exactions’ of government and the ‘impertinence and presumption… in kings and 

ministers to watch over the economy of private people’ and to interfere in their affairs could only 

result in ruin (Smith,1776/1977:446)´´  (Leftwich, 2007). These sentiments were also shared by 

David Ricardo (1817/1992) who preached the virtues of government non-interference in the 

economy as he championed for free trade.  

To be able to conceptualize the state business relationship one needs to understand the role of 

state as far as business is concerned and the role played by business organizations in a state that 

economically is market driven as we later on embark on how and why such a  relationship matter 

for the Kenyan Economic growth. 

 

3.1.1 The state 
According to Max Weber the function of the state in economic terms is to create institutions that 

possess the authority to make the rules that govern the people and the market in a society. ``For 

Marx, however the relationship between state and business was defined by the inevitable capture 

of the state by the dominant class, a defining feature of capitalist development, and resulted in 

the ‘executive of the state’ being little less than a ‘committee’ for managing the affairs of the 

bourgeoisie (Marx and Engels, 1848)´´( ibid).  

How the state is structured matters a lot as far as the economic activities within the country is 

concerned. A well structured state has the ability to coordinate and bring together individuals by 

binding their behavior in pursuit to a common goal through state policy. ``When the state 

apparatus has the corporate coherence necessary to pursue collective goals, dense ties with the 

business community can become vehicles for the construction of joint public private projects in 

pursuit for economic transformation´´ (Evans, 1997 pg 67). 

 

A good example is the republic of Korea which is considered a model of success especially when 

is compared with other developing countries. Korea had a top down government-business 

relations and they combined it with export-led growth strategy which literally made them to 

move from a poor country more than fifty years ago to a rich nation. In 1970s the leaders of the 

Korean government used their autonomy and capacity to shift the sectoral base of the economy 

to high/high heavy manufacturing from the light manufacturing which they used to practice in 
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the 60´s; this however gave them an edge even as competition in the international arena 

intensified. It is evident that FDI played a minor role in the transformation of Korean 

development, financing just 1.2% of GDP that is between the period 1962-1979,  later on it was 

increased at 2.2% from 1972-1976, then it fell to 0,6% by 1979. (Hamilton 1986:45;Amsden 

1989:100-110). 

 

So the rapid growth in Korea can be attributed on the strong state policies which were 

spearheaded by the general and leader of South Korea Park Chung-hee. He managed to bring to 

the center stage Korean big business men who were willing to follow policy demands laid down 

by the government including performance standards, and he also helped in the development of 

strong business organizations (Shafer, 1997) and also keen on investing in educating the masses. 

He understood that to have a long term growth productivity was a factor and that could be made 

efficient with sufficient knowledge in utilization of technology which could only be brought 

about by a well educated workforce. 

 

Adam Smith considered ‘education of the common people’ as a public responsibility in a 

civilized and commercial society (Smith, 1776/1937: 736). There exists a large social gain 

associated with the solitary act of getting educated. According to Adam Smith, the higher the 

average level of education in society, the more apt that society is to be productive, to be 

adaptable, and to be capable of governing itself. Being an advocate of open economy Smith 

realised that education plays a major part in development and gives someone the power of 

producing objects of value through knowledge. Dany Rodrick, the Rafiq Hariri Professor of 

International Political Economy at the John F. Kennedy School of Government, Harvard 

University, categorically stated that ´´even though trade openness does not lead to sustainable 

growth still there are many advantages that come along with its implementation in any given 

economy, investment boom that took place in Korea and Taipei China could not have been 

natured in a closed economy´´. He goes on saying in many occasions growth takes place in an 

open economy but it has to be attributed by a skilful labour a situation that can come about 

through investment in education by governments.´´ (Bhagwati, 1996). 
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The conclusion we can derive from the above example is that State is a major player in creating 

coherence between itself and the business community in order to pursue collective economic 

gains, thus leading to economic transformation just like what happened in South Korea. Later in 

we will be able to find out how come Kenya lagged behind in terms of economic transformation 

given that on average, Korea in the 1950´s was poorer than Kenya, but now it is twenty five 

times richer (Guest 2005). I will also analyze what initiatives are being taken by the Kenyan 

government to improve the situation. 

 

3.1.2 The market/ Business 
 
For us to understand how the business works in a given economy we have to understand the 

market. How business organizations are formed depend on the kind of economy it operates in. 

Taking for example a market economy, according to a political thinker and a realist by the name 

Polanyi, is an economic system controlled, regulated, and directed by markets alone; order in the 

production and distribution of goods is entrusted to this self-regulating mechanism (Polanyi, 

1944). An economy of this kind derives from the expectation that human beings behave in such a 

way as to achieve maximum money gains. It assumes markets in which the supply of goods 

(including services) available at a definite price will equal the demand at that price. He continues 

saying that it assumes the presence of money, which functions as purchasing power in the hands 

of its owners. Production will then be controlled by prices, for the profits of those who direct 

production will depend upon them; the distribution of the goods also will depend upon prices, for 

prices form incomes, and it is with the help of these incomes that the goods produced are 

distributed amongst the members of society. Under these assumptions order in the production 

and distribution of goods is ensured by prices alone. (ibid: 689). 

 

Polanyi claims that markets and politics are not largely autonomous as neoliberals thinks, but are 

linked and mutually dependent (Chaudhry, 1993; Lowi, 1985) so in other words a self-regulating 

market demands nothing less than the institutional separation of society into an economic and 

political sphere ( ibid: 68). He believes free market is created by government and that the system 

cannot function without state intervention. He further attributes this to the ``weakness and perils 

in a self-regulatory market system`` (ibid: 152). He claimed that the self-regulating market was 

unknown; indeed the emergence of the idea of self-regulation was a complete reversal of the 
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trend of development. His reasoning was that the powerful modern state was needed to push 

changes in social structure that allowed for a competitive capitalist economy, and that a capitalist 

economy required a strong state to mitigate its harsher effects.  

The relationship between market and a state according to the contemporary political thinker 

Phillip Bobbit is that ”The market-state is a constitutional adaptation to the end of the Long War 

and the revolutions in computation, communications and the weapons of mass destruction” (ibid: 

228). He asserts that “Like the nation-state, the market-state assesses its economic success or 

failure by its society’s ability to secure more and better goods and services, but in contrast to the 

nation-sate it does not see the State as more than a minimal provider or redistributors. Whereas 

the nation-state justifies itself as an instrument to serve the welfare of the people (the nation), the 

market-state exists to maximize the opportunities enjoyed by all members of society“(ibid: 229). 

Bobbit work can also be drawn from Polanyi who saw the importance of State in controlling the 

market. “The redistributing aspect of the state according to Bobbit shows clearly that no 

countries economy can function without state intervention. Though he exemplifies deep thoughts 

of the state market relationship, he underplayed the rise the emerging super powers like China 

who are still reluctantly turning to state market from the nation state status”.  

Following the description above on the state and business it is evident that, the state needs 

business as much as business needs the state because the two reshape each other in reciprocal 

iteration  (Evans, 1997:65). Each group has fully realised its own interests could be best served 

by the other. On one hand  the state develop law and coherent public policy that help organize the 

business community and on the other hand if states succeed in changing the character of the 

business community that changed character in turn will have an impact on the state. (ibid: 65). 

The market system as the free enterprise is often supposed to allow individuals pursue their own 

interests within the constraints of laws, regulations, morality and space. Polanyi recognizes that 

market liberalism represented a fundamental historical transformation: “Instead of economy 

being embedded in social relations, social relations are embedded in the economic system.” This 

has also made the relationship between state and market so evident. (Polanyi 1944:57) 

Embarking on the Kenyan case the relationship between state and business matters a lot for the 

welfare of the Kenyan economic growth and will help the government in its objective to become 
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a middle income country providing a high quality life to its entire citizen by the year 2030 in 

what is now popularly known Kenya vision 2030. (To be elaborated in depth in the later 

chapters). To realize the vision 2030, SBR in Kenya will be very vital as it will provide check 

and balances to foresee that policies set out by the government are in consistent with their 

commitment to promote the private sector, that information sharing between the public and the 

private sectors are regular so as the needs of both the government and the private sector are met. 

It will also provide effective policy advocacy, thus minimizing costs that might be incurred with 

risky endeavors thus lowering their productivity levels, and finally SBR in Kenya will help in 

coordination functions whereby the unemployed especially the youths can gain skills from 

government institutions. Example of such an institution is vocational training centers. With the 

gained knowledge and skills after successfully completing the training, the unemployed can join 

the labor market including starting their own businesses thus contributing positively to the 

country’s economy. The government can also encourage the public private partnerships (PPP) in 

areas where it needs more financial, technical and operational support. 

 

3.2 Multinational Enterprises (MNEs) FDI Theories 
 
3.2.1 Dunning’s   Electic Paradigm (OLI model) 
MNE theory and in particular the Electic paradigm, is a theory in international economics that is 

also known as OLI (ownership, location, internalization advantages) model, which Dunning 

suggests are condition that decide how MNE execute FDI while giving them an advantage as 

they extend their operations abroad. The OLI theory states that entry mode decisions are 

determined by the composition of three sets of advantages of enterprises that is ownership, 

location, and internalization.  OLI is however applied differently depending on a specific context 

and its configuration is likely to vary across firms, regions or countries, industries or value-added 

activities. Its applicability on the other hand is likely to depend on the motivations for FDI 

(Dunning, 2001, p. 176). Using the model, I will be able to analyse the practises by China and 

EU firms as far as their FDI to Kenya is concerned. The OLI theory suggests that the more O and 

I advantages possessed by the firms and the more L advantages of creating, augmenting, 

exploiting these advantages from a location outside its home country, the more FDI will be 

undertaken.  
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The figure below summarises whether or not there is of OLI advantages for a chosen form of 

market entry.  

Table 1 Form of market entry vs. Categories of Advantages 

 

 Categories of advantages 

Form of market 

entry 

 Ownership 

advantages 

Location 

advantages 

Internalization 

advantages 

Export Yes No No 

Licensing Yes Yes No 

FDI Yes Yes Yes 

            Source: Dunning (1981) 
                                  

Taking the first advantage which is the “ownership advantage” it basically means that 

advantages are specific to the nature and the nationality of owner. They include human capital, 

patents, know-how, or technologies. EU and Chinese firms have a number of specific ownership 

advantages the most important one being the technological knowhow as it is exemplified by the 

kind of firms they establish in Kenya. China mainly dominates the ICT and construction sectors 

while EU companies are best known for their competence in the pharmaceutical and motor 

vehicles industries. Other ownership advantages that characterize EU and Chinese firms include 

among others: management techniques, economies of scale and economies of scope. Going by 

the figure above, a firm choosing export as opposed to licensing and FDI as a form of market 

entry can only gain the Ownership advantage.  

 

Another advantage is the “location advantage”. This advantage is derived from the fact that there 

exist different resources, reasonable cost of production including the cost of labor, few red tapes 

and other forms of restrictive investment rules and regulation etc. Having a location advantage 

means that investors can locate production facilities in the host countries rather than at home. 

Companies that internationalizes through Licensing gain both ownership and location 

advantages. Most of the MNE’s and TNC’s who are willing to take advantage of the East 

African markets choose Kenya as a gateway to the region. In a later chapter on why Kenya is 

preferred among the others as an investment destination, I will give more insight on the 

competitive advantage possessed by Kenya in terms of human resources and its unique strategic 

http://en.wikipedia.org/wiki/Export�
http://en.wikipedia.org/wiki/Licensing�
http://en.wikipedia.org/wiki/Foreign_direct_investment�
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location especially following the signing of East Africa Common Market Protocol (EACMP) that 

brings five countries together, each having steady economic growth and in possession of various 

mineral resources for industrial purposes. 

 

The last advantage in Dunning’s theory is “internalization advantage”. This advantage is based 

on transferring ownership advantages across national boundaries but only within one’s own 

organization. This is meant to maintain core competencies of a firm and maintaining specific 

capital within the firm because revealing it to a third party or a sub contractor can amount into a 

risky affair as far as competitive advantages are concerned. It is only a firm that uses FDI as a 

form of entry that have all the OLI advantages. 

 

The unique thing about the MNE theory and especially the OLI model is that, a consensus has 

never been reached by scholars and academician on whether is it the sole model that can best 

describe how MNEs should approach their internationalization strategy. This is mainly due to the 

fact that MNEs operate in different dynamic environments. The model has received full backing 

from a section of scholars, others building on its elements by adding or changing some. A good 

example is Guisinger who in his evolved electric paradigm, replaced the “I” factor with “M” 

factor signifying mode of entry (Guisinger 2001, p. 264). This was meant to help researchers 

differentiate the various factors affecting different types of entry modes in different countries.  

 

The second and major modification of OLI by Guisinger (2001, p. 265) ‘‘is the adaptation of the 

firm’s operations to the international business environment building on institutional theory, 

hence the ‘A’ in the (OLMA)’’. According to Guisinger (2001, p. 266) ‘there must be a 

compelling distinction’ between foreign and domestic components of the environment. Another 

scholar who received some critic especially from scholars who advocate for Dunning OLI model 

is Matthews with his LLL (Linkage, Leverage and Learning) model. In the next chapter I will 

analyse his model and why the critique. 

 
 
 
3.2.2 Matthews LLL (Linkage, Leverage and Learning) 
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Matthews developed the LLL model building on the OLI model. He claims that LLL model 

brings about dynamism as compared to the static OLI model (Matthews, 2002). He concurs that 

neither OLI nor LLL are “theories” of the international firm. They are, at best, conceptual 

frameworks that bring together the elements of an explanation as to how firms become 

international competitors. 

His argument is that OLI is best suited for the already established firms whose who have 

sufficient resources to have the ownership and location advantages as compared to those 

emerging country multinationals who want to achieve new competitive advantages yet they lag 

behind in terms of management skills and technology. For such multinationals, the LLL model 

can best suit their needs since they can build linkages with already developed ones and take 

advantage of their latecomer status and internationalize accordingly (Bonaglia and Goldstein, 

2007).  Matthews believes that “Any firm which lacks resources in foreign countries can take 

advantage of the new features of the global economy, particularly its globally interconnected 

character, to become an international player” (Mathews, 2006:23). Yamakawa claimed that 

emerging markets-based firms are not necessarily based on the possession of overwhelming 

assets, but rather on firms’ ability to leverage its capability in organizational learning” 

(Yamakawa et al., 2008). 

 

Li (2007) on the other hand suggested that OLI and LLL models are complimentary and further 

proposed the integration of the OLI model (with an internal focus) and the LLL model (with an 

external focus) to arrive at a more balanced model for explaining all kinds of multinational’s 

evolution. He however stressed that ``this integration will enable us to enhance our 

understanding of the changing activities of multinationals from emerging countries´´. 

 

Dunning talks of OLI model, Guisinger came up with OLMA model, Matthews is for LLL and 

Li proposes the integration of OLI and LLL. I however agree to some extent with Matthews that 

OLI model is best suited for firms that have a lot of resources in their possession to gain 

ownership and Location advantage. Given the fact that the business environments is becoming 

more dynamic due to among other factors globalization, SMEs continue to emerge and they too 

want to become international players, they cannot be able to do so without leveraging on already 

established firms due to limited resources a factor that is not provided for by OLI model.  
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Learning which is another factor in the LLL model best explain how SMEs are able to move 

from just domestic players to international players. Through learning Chinese firms are making 

inroads to Africa given that they also have strong back up support in terms of financial resources 

from its own government. Chinese have been able to identify pit falls made by the EU  as far as 

its relationship with African countries is concerned and they have used those lessons to capitalize 

on their own advantage. EU is known to tie aid with good governance issues and countries 

failing to uphold them have had their Aid frozen. Chinese realized most of such countries have 

either rich natural resource that can be used to meet their growing demands or are strategically 

placed as markets for their manufactured products. Therefore they offered to give Aid in return 

for the natural resources without interfering with the domestic issues of those countries. 

 

Li proposing the integration of OLI and LLL is very ambitious this will create room for 

generalization and will not fit to a specific country or sector to which investment is targeted.   

Guisinger on the other hand with the OLMA makes a lot of sense because mode of entry and 

institutions in recipient countries matters a lot when one wants to venture in such markets but 

like Dunning’s OLI model it lacks dynamism and does not favour SMEs willing to take 

advantage of the global markets. 

However after analyzing the case studies I realized what is missing in these models is what I call 

the Big P (Policy). Even though Guisinger tried to highlight the issue of institutions, in the 

(OLMA) model which he said it signified the adaptation of the firm’s operations to the 

international business environment building on institutional theory, I am however not convinced 

that the right domestic institutions cannot hold without the right policy in place. Foreign 

investors will not feel secured with their investments and locals will feel left out and lack of 

government protection for their infant industry if the right policies are not effected. So my new 

model will be LLP (Leverage, Linkages and Policy) as key advantages in any FDI venture. I will 

analyze this section in details in Part 8 where I will come up with a theoretical framework 

drawing from both Dunning and Matthews models to explain part 6 (on how FDI affects the 

practice of SBR) and part 7 (on case studies). 
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Firms consider FDI as an effective mode of entry while considering investing abroad. Before I 

focus on Chinese FDI, I will discuss the objectives of FDI. Jere Behrman et al (1998) developed 

the typology of FDI to explain the different objectives of FDI; he came up with four types of FDI 

they include: 

 

 Resource seeking FDI- To seek and secure natural resources e.g. minerals, raw materials, 

or lower labor costs for the investing company, producing and re exporting to parent 

country. 

 Market seeking FDI - To identify and exploit new markets for the firms` finished 

products. 

 Efficiency seeking (global sourcing FDI- To restructure its existing investments so as to 

achieve an efficient allocation of international economic activity of the firms 

 Strategic asset/capabilities seeking FDI - MNCs pursue strategic operations through the 

purchase of existing firms and/or assets in order to protect O specific advantages in order 

to sustain or advance its global competitive position 

 

According to analysis by Hansen (2007) on the development of FDI in developing countries, he 

asserts that ‘historically MNEs were mainly motivated by exploitation of natural resources and 

abundant labour pools in the host-markets. Foreign investors viewed these investments as a 

means to access cheap raw materials or labour not available in the home country.’’ As 

developing country economies picked up, and a growing number of countries embarked on 

import substitution industrialization strategies, FDI increasingly became directed toward 

accessing local markets. Recently foreign investors in developing countries have moved towards 

efficiency seeking investment with the emergence of globally integrated production systems and 

networks.  

 
In our case on Chinese presence in Africa we can assert that they are both resource seeking and 

market seeking. Over the last decade, China FDI both inward and outward has grown 

tremendously as exemplified by the table below. This is driven by the Chinese high economic 

growth thus Chinese government hugely supports its companies and encourages investment 
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abroad with policies and finances. In large-scale cross-border Merger and Acquisitions (M&As), 

Chinese state-owned enterprises generally play the lead role among Chinese MNEs. 

 
 
Table 2 : China’s inward FDI, outward FDI, and M&As. 
 
Year IFDI OFDI M&A 

value ( $ 
billions 

proportion 
of OFDI ( 
% ) 

no of 
deals 

2000 40,7 0,9 1,3 146,4 25 
2001 46,9 6,9 2,1 30,9 37 
2002 52,7 2,5 3,7 148,4 63 
2003 53,5 2,9 3,4 118,7 53 
2004 60,6 5,5 3,4 61,6 84 
2005 72,4 12,3 8,6 70,3 71 
2006 72,7 21,2 13,3 62,9 69 
2007 83,5 22,5 26,1 116,1 106 
2008 108 22,9 68,1 121,6 114 

Sum 591 130,6 130 99,5 622 
 
Source: UNCTAD online database. 
 
In the next chapter I will analyse the FDI in Kenya. 
 
3.3 FDI stocks and flows in Kenya 
 
Foreign direct investment (FDI) in Kenya is defined as investment in foreign assets, such as 

foreign currency, credits, rights, benefits or property, undertaken by a foreign national (e.g., a 

person who is not a Kenyan citizen) for the purpose of production of goods and services, which 

are to be sold either in the domestic market or exported overseas. This is also found in the 

Investment Promotion Center Act, chapter 518.  (UNCTAD:2008). 

 

To be able to actively attract foreign investors into the country, Kenyan government established 

five export processing zones of which it owns two of them and the other three are privately 

owned. The ones belonging to the government are the Mombasa and Arthi while Nairobi, Della 

Rue and Nakuru are privately owned. 

The zones gives certain advantages and special incentives to investors especially transnational 

corporations (TNC) investing in lesser developed areas of Kenya they include, 

• A ten-year tax holiday followed by a 25% tax rate for the next ten years,  
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• Exemption from import duties, value added and sales taxes 

• No restriction on management or technical agreement.  

 
In spite much effort put in place by the government and going by the figures on FDI stocks and 

flow, Analysis over the last decade up to 2005, that is during the Moi regime and the early years 

of Kibaki regime indicated that Kenya lost its competitiveness in attracting investment, a factor 

that can be attributed to the negative publicity on Kenya as far as good governance and 

especially corruption in government was concerned, the political uncertainty, poor infrastructure, 

rise in crime leading to Nairobi being dubbed Nairobbery and in efficiency in policies 

implementations. The last years of Moi tenure was the hardest hit with Private investment which 

was growing at an average of 10% between 1985 and 1989, growing only by 0.4% between 1997 

and 2001 (Joseph Onjala :2008) 

 

In terms of Kenya’s ability to retain stock of investment it fared poorly, but later on slowly 

improved with Kibaki’s economic transformation initiatives. The cumulative numbers especially 

for FDI stocks rose tremendously. The net FDI inflow has been positive with a high of +115 in 

2010 as compared to +36 between the years 1995-2004. The same goes to the FDI stocks with a 

net accumulation of +1856 in 2010 as compared to +616 between the years 1995-2004. 

Table 3: Kenya Foreign Direct Investment (FDI) overview 
 
 FDI FLOWS  As a percentage of gross fixed 

capital formation 
 1995- 2004 

Annual avgs 
2005-2007 
Annual avgs 

2008 2009 2010 1995-2004 
Annual avgs 

2008 2009 2010 

inward 39 267 96 141 133 1.8 1.6 2.4 1.8 
outward 3 23 44 46 18 0.1 0.7 0.8 0.2 
 
Source: UNCTAD, World Investment Report 2011 
 
 
 FDI stocks  As a percentage of gross domestic 

product ( GDP ) 
 1995- 2004 

Annual avgs 
2005-2007 
Annual avgs 

2008 2009 2010 1995-2004 
Annual avgs 

2008 2009 2010 

inward 732 931 1989 2129 2262 6.3 6.6 7.2 7.0 
outward 116 115 243 289 306 1.0 0.8 1.0 1.0 
 
Source: UNCTAD, World Investment Report 2011 
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3.3.1 FDI and economic growth in Kenya 
Investments in Kenya play a major role as far as economic growth and the realisation of the 

vision 2030 is concerned. As Arthur Lewis suggests, the central factor of investment in economic 

development is rapid capital accumulation. This argument was later disputed especially with the 

neoclassical growth theory that disapproved the role of investment in determining the long term 

growth rate. In Smith’s view, the accumulation of capital is one force that turns the wheel of 

capitalist development (Hollander, 1973: 188-93). By not consuming resources today, people 

release resources for investment to be used to produce income in the future. Adding to the stock 

of tools, equipment, buildings thus enhances society’s power to do work.  

 

As private and public capital builds up, as society acquires more capacity to produce, greater 

national income may follow. Surplus production gets reinvested in productive activities, leading 

to more production, more surplus, and so forth. What Kenya needs to pursue to able to achieve 

great transformation will be the switching of labour from activities of lower productivity to those 

of higher productivity example industrial production which lead to national economic 

development (Pollard 1997:17) this transfers according to pollard forms a major component of 

structural changes that later lead to social changes. Therefore the attracting of FDI is very 

paramount to Kenya as it will promote economic growth and as it gears towards the realization 

of vision 2030.  

It is eminent that attracting FDI in Kenya will come with a lot of benefits, but before I analyze 

what benefits the FDI will have on the Kenyan economy let me first elaborate what vision 2030 

entails. 

 

3.3.2 Kenya’s Vision 2030 
In 2008 President Kibaki and Prime Minister Odinga officially launched a development blueprint 

dubbed Kenya's Vision 2030. Vision 2030 aims to ensure the necessary infrastructure is in place 

in order to fuel economic growth, and on which foundations of the country's future is built. It 

aims to transform Kenya into a newly industrializing middle-income country providing a high 

quality life to all its citizens by the year 2030. The vision was an all inclusive process; it was 

developed in close consultation with stakeholders and Kenyans from all parts of the country 

(Government of Kenya, 2008).  
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According to the plan already in place, the vision 2030 will be implemented in successive five-

year medium term plans in order to allow evaluation, accountability and continuous impetus 

towards its achievement (ibid). Vision 2030 will cover different sectors in the economy which 

have been divided into 5 pillars as portrayed in the diagram below, 

 
 
 

 

 

 

 

 

 

Economic- The objective of this pillar is to add value to Kenyan products and services in order 

to achieve a 10% Gross Domestic Product (GDP) growth rate by 2012 and sustain it up to 2030. 

Six sectors that have been given priority in this respect include: tourism, agriculture, wholesale 

and retail trade, manufacturing, IT Enabled Services and financial services. 

Social- The objective of the Social Pillar is investing in the people of Kenya in order to improve 

the quality of life for all Kenyans by targeting a cross-section of human and social welfare 

projects and programmes, specifically: education and training; health; environment; housing and 

urbanization; gender, children and social development; youth and sports; and labour and 

employment. 

Political- The objective is moving Kenya to the future as one nation and envisioning a 

democratic system that is issue based, people centered, results oriented and is accountable to the 

public. The pillar is anchored on the rule of law, democracy and improved public service 

delivery, transparency and accountability, public administration reforms and security, peace 
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building and conflict management sectors involved are Constitutional Reform, Commission of 

Inquiry into the post-election violence, Truth, Justice and Reconciliation Commission, National 

Cohesion Commission and Post-Election Legal Counseling. 

Enables and macro foundation - The Government recognized the need for concerted efforts 

towards improved and expanded national physical infrastructure, including the roads and 

railways network; water and airports; information communication technologies (ICTs), as well as 

the overarching role of Science, Technology and Innovation (STI). Sectors involved are 

Infrastructure, Science, Technology and Innovation (STI), Public Sector Reforms and 

Macroeconomic Stability (ibid). 

The major problem facing majority of Kenyans today is poverty. According to the United 

Nations Development Programme (UNDP) recent report on poverty situation in Kenya, it 

indicates that the levels have only declined by 10 % in the past decade. The only major decline 

was recorded between 2000 and 2006 when it fell from 56% to 46%. Since then no significant 

change has occurred. The figures below show how the trend has been up to year 2000 and the 

GDP per capita (PPP) for the past decade respectively. It is this worrying trend and the ever 

growing population that the Kenyan government saw it necessary for the vision 2030 to 

incorporates the attainment of Millennium Development Goals (MDGs) of poverty reduction i.e., 

reduce by half the proportion of people living on less than a dollar a day and to reduce by half 

the proportion of people who suffer from hunger (United Nations 2011), good economic 

governance and improved public financial accountability. Reductions of poverty levels in the 

country will be one of the benefits Kenya will achieve with the increase in economic growth.  
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Table 4: Population below poverty line (%) 

 

Source: CIA World Factbook 

Table 5: GDP - per capita (PPP) (US$) 

 

Source: CIA World Factbook 

In the next chapter I will analyse the relationship between economic growth and poverty to fully 

understand the concept and the interconnectivity between the two. 

3.3.3 Relationship between Economic growth and poverty 

The relationship between Economic Growth and poverty is quite evident in the paper “Growth 

and Poverty: Lessons from the East Asian Miracle Revisited” written by prof MG Quibria. He 

says the two are somehow intertwined because in any given country as stipulated in his paper the 

1992- 42% 
 
2000- 50% 

https://www.cia.gov/library/publications/the-world-factbook/fields/2046.html�
https://www.cia.gov/library/publications/the-world-factbook/fields/2046.html�
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extent of poverty is essentially determined by economic growth. The relationship has further 

been addressed in an Asian Development Bank (ADB) (2000) study that looked at data for 40 

countries for 1970-1992 of which the findings were for every 1 percent increase in per capita 

GDP the incidence of poverty fell by 1 percentage point. This proved for a fact that there exists a 

close relationship between the two variables. We can therefore fully agree with the writer when 

he says that the principal lever of poverty reduction globally seems to have been growth. 

But when we talk of growth they exist forces or rather sources to which ultimately results into a 

situation whereby we can claim that growth exist. I will therefore discuss some of them and give 

some of the historic experiences that accompanied such occurrences and whether it can be 

replicated in Kenya given that Kenya aims by year 2030 to be at par economically with the 

current Asian tigers, thus try to follow some of the initiatives taken by these countries. 

The most important factor that made the Asian miracle to stand up among the rest was in its 

ability to identify fundamentals determinants that included the policies and institutions that 

generally sustained the high rate of investment, and further transforming them to rapid economic 

growth and dramatically reduced poverty. Another issue that leads to economic growth which is 

also explained in the paper was that the effectiveness of the investment only happened in 

economies that showed macroeconomic stability which acts as a pre condition for sustained high 

investment (M.G Quibria pg 38) and the congenial investment climate they created. This was 

exemplified by the Asian miracle countries. They aggressively sought foreign technology 

through a variety of mechanisms which was further facilitated by their openness to the FDI a 

situation that contrasted with the experience of many other developing countries like Kenya.  

The initial condition that favoured the East Asian miracle countries was the fact that they had 

high educational attainment, best examples are china which after its embankment to 

industrialisation nearly half of the population were literate. As for the Japanese they had 

introduced universal primary education in 1919. Focusing on Kenya it is only after forty years of 

independence that Kenya’s president Kibaki introduced the compulsory Free Primary School 

Education (FPE) scheme that led to increased pupil enrolment from 5.9 million in 2002 to over 

7.6 million in 2006. Gender parity had also been realised, with girls constituting 49% of the total 

primary school children in the country ( ministry of communication Kenya 2007).  
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The microeconomic evidence from different countries suggests that education enhances people’s 

productive capacity and earnings potential (M.G Quibria pg 43). Lack of openness to the world 

economy and dynamism on the economic environment by the other developing countries might 

have led to little or no impact on growth. Compared with the miracle countries, Kenya suffered 

poor educational attainment with high level of illiteracy which led also to increase in poverty of 

its populace a factor that is yet to change with time according to the government. The vision 

2030 is purpose to move Kenya from relying heavily on primary goods but rather adding value 

through technology and venture for into manufacturing and producing industrial good a factor 

that can be boosted by a skilful labour thus underlying the importance of education. 

Another factor that can reduce poverty is agriculture this was also experienced in Asian 

countries. In the next paragraph I will discuss the role of agricultural development in poverty 

reduction.  

3.3.4 Role of agricultural development in poverty reduction in Kenya 

Apart from education, Agricultural development since days in memorial has been known to help 

in poverty reduction. It undoubtedly remains the engine of rapid economic growth and main 

source of livelihood for the majority of people. The World Bank’s World Development 

Indicators (WDI) for 2005 reveal that 900 million people currently living in extreme poverty 

depend on agriculture for their living and in Sub-Saharan Africa; seven out of ten employments 

are directly or indirectly related to this sector. That can also explain the reason why agricultural 

issues attracts most attention from the different parties involved in trade negotiations process. 

Further analysis on the benefits of multilateral trade reveals that countries that have specialised 

on production and export of primary products records the highest levels of poverty, so the 

relevance of agriculture for the sake of poverty reduction is fully justified.  

In Kenya, the role and performance of this sector in terms of food security, employment creation, 

foreign exchange earnings, government revenue and the overall poverty eradication cannot be 

gainsaid. The need to further develop agricultural sector in Kenya continues to be vital given that 

it is the backbone of the economy and one of the major foreign exchange earner. Agriculture 

accounts for nearly a quarter of Kenyan GDP and more than 75% of the population are directly 

or indirectly employed in this sector. 
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Farming in Kenya has been predominantly small scale and farmers have to survive with poor 

farm inputs including ever rising cost of fertilizers. Lack of support in better farm methods and 

infrastructures have hindered major development in this sector. It is for such reasons that 

prompted the government in 2004 to launch the Strategy for Revitalizing Agriculture (SRA). 

This initiative proved to be fruitful because by 2007 the sector grew at a high of 6.1 % 

surpassing the 3.1% as initially was targeted (Government of Kenya:2010). Following those 

results, the government’s intention is to continue building further on the gains and so it came up 

with an Agricultural Sector Development Strategy (ASDS) which is meant to provide guidance 

for investors in order to overcome challenges in the agricultural sector in Kenya (ibid). In the 

vision 2030 blueprint, the government also intends to carry out some reforms in agricultural 

sector by championing the enactment of Consolidated Agricultural Policy Reform Legislation 

(CAPRL), initiating cost reduction of fertilizers and supporting development projects in Arid and 

Semi Arid Land (ASAL) (Government of Kenya:2008). 

We can therefore assert that the relationship between growth and poverty do exist, though they 

are inversely proportion to another, by this I mean for every 1 percent increase in per capita GDP 

the incidence of poverty fall by 1 percentage point. Also poverty reduction was propelled by 

countries that had a rapid economic growth best example being the Miracle countries and 

development of agriculture played a vital role in the whole process. 

 
 
 
 
 
 
 
 
 
 
 
 
 

http://www.vision2030.go.ke/index.php/front/flagship/32�
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4. Structure and Practice of SBRs in Kenya 
 
 
 

 
 
4.1 Introduction on Kenya 
 

Kenya is located in Eastern part of Africa. Neighboring countries like Sudan in the (North West), 

Ethiopia (North), Somalia (North East), Indian Ocean (East), Tanzania (South), Uganda (West). 

Kenya occupies 582,650 sq km and lies on the Equator with the geographic coordinates 1 00 N, 

38 00 E. The highest point in Kenya is Mount Kenya (5,999m above sea level) while the lowest 

point is the Indian Ocean which is at sea level. Kenya has the population of 41,070,934 (July 

2011 est.) with a population growth rate of 2.462% (2011 est.).The age structure is composed as 

follows; 42,2% are aged 0-14 years,55,1% aged 15-64 years and 2,7% aged 65 years and over. 

The population is further divided into various ethnic groups Kikuyu 22%, Luhya 14%,Luo 

13%,Kalenjin 12%, Kamba 11%, Kisii 6%, Meru 6%, other African 15%, non-African (Asian, 

European, and Arab) 1%. The biggest religion is Protestants with 45%, Roman Catholic 33%, 

Muslim 10%, indigenous beliefs 10%, others 2% (Central Intelligence Agency:2009). 

 

The current GDP of Kenya is $31.41 billion while GDP per capita is currently about $775. 

(World Bank :2011). From the table below it shows the annual percentage GDP growth has 

increased steadily but experienced a sharp fall in 2008. This was as a result of the political 
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instability that was experienced in Kenya after the post election violence that erupted in 

beginning of 2008. Later on after a coalition government was formed and the political dispute 

solved, the economy started growing again though in a slow pace. 

 

Agriculture value added as percentage of GDP has decreased over time from the high of 32% in 

2000 to 19% in 2010. The opposite has been experienced in the service industry where it grew 

from 51% in 2000 to 67% in 2010 while that of the industry has not have significant changes.  

 

Table 6: Kenya Economic Indicators 

  
2000 

 
2005 

 
2008 

 
2009 

 
2010 

Economy      

GDP (current US$) (billions) 
 

12.69 
 

18.74 
 

30.03 
 

29.38 
 

31.41 

GDP growth (annual %) 
 

0.6 
 

5.9 
 

1.6 
 

2.6 
 

5.3 

Inflation, GDP deflator (annual %) 
 

6.1 
 

4.9 
 

11.9 
 

6.7 
 

3.9 

Agriculture, value added (% of GDP) 
 

32 
 

27 
 

21 
 

23 
 

19 

Industry, value added (% of GDP) 
 

17 
 

19 
 

15 
 

15 
 

14 

Services, etc., value added (% of GDP) 
 

51 
 

54 
 

64 
 

62 
 

67 

Exports of goods and services (% of GDP) 
 

22 
 

29 
 

28 
 

25 
 

26 

Imports of goods and services (% of GDP) 
 

32 
 

36 
 

42 
 

38 
 

3 

Gross capital formation (% of GDP) 
 

17 
 

17 
 

20 
 

21 
 

21 

Revenue, excluding grants (% of GDP) 
 

19.7 
 

20.2 
 

19.7 
 

20.5 
 

.. 

Cash surplus/deficit (% of GDP) 
 

2.0 
 

1.5 
 

-4.1 
 

-5.5 
 

. 
 

Source: world development indicators 

 

4.2 Why Kenya as an investment destination 
As compared to the other countries in the region, Kenya is a prime choice for foreign investors 

seeking to establish a presence in Eastern and Southern Africa. According to snapshot Africa, a 

World Bank study benchmarking FDI competitiveness, Kenya is reported by foreign investors to 

have a well-developed port system with cold storage facilities and computerized port procedures, 

and a motivated work force. It is also a member of the East African Community (EAC) of 93 

million people, where trade is envisaged to flow freely across Uganda, Tanzania and Kenya by 

2013. In addition its membership in the Common Market for Eastern and Southern Africa 

(COMESA), with nearly 385 million people, has made it more attractive. 
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I will carry out a short Swot analysis that will enable us to understand better Kenya’s competitive 

position as an investment destination given its strengths and the potential challenges faced. 

4.2.1 Swot analysis of Kenya 
 
 
Strengths 

• Excellent connectivity to major 
world-wide hubs that make it easy 
to work with most continents. 
Nairobi is the transportation hub of 
Eastern and Central Africa and the 
Port of Mombasa supplies the 
shipping needs of more than a 
dozen countries. 
 

• An educated and skilled workforce 
Making the country the 
manufacturing, commercial and 
financial hub in Eastern and 
Central Africa 

 
• A liberalized economy without 

exchange or price controls, and no 
restrictions on domestic and foreign 
borrowing by residents and non-
residents. 

 
• The Nairobi Stock Exchange is the 

leading stock market in the Eastern 
and Central African region. 

 
• A strong infrastructure, in fact 

Africa Investor voted Kenya as the 
region’s best infrastructure 
regulator. 

 
• Membership to regional trading 

blocs, COMESA and (EAC). A 
preferential trading country under 
the U.S. legislation, African 
Growth and Opportunity Act 
(AGOA), the ACP-EU Cooperation 
and various other bilateral 

 
Weaknesses 

• Kenya's industrial sector operates 
under old-fashioned management 
and production processes that have 
been made obsolete by more recent 
structures based on the concepts of 
Lean. 
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cooperation agreements. 
 

• Potential for exploration of mineral 
resources. Kenya is a potential 
source of valuable materials such 
as titanium and there is current 
exploration of oil off the Indian 
Ocean Coast and other parts of the 
country. 

 
 

Opportunity 
• There is considerable scope for 

diversification and expansion of the  
agricultural sector through 
accelerated food crop production 
and increase of non-traditional  
exports.   
 

• There are also opportunities for 
improvement in technology 
infrastructure such as packaging, 
storage, and transportation. 
Intensified irrigation and additional 
value added processing are 
marketable areas for investments. 
 

• Tourism is Kenya's third largest 
foreign exchange earner. The 
tourism industry is growing as  
a result of the liberalization 
measures, diversification of tourist 
generating markets and continued 
Government commitment to 
providing an enabling environment, 
coupled with successful tourism 
promotion and political stability.  
 

• Investments in film production; 
recreation and entertainment 
facilities. 
  

• Manufacturing sector is an area 
where investment opportunities 
exist. Initially developed  
under the import substitution 

 
Threats 

• Productivity is not only low 
relative to strategic competitors like 
China and India, but it is also 
falling behind. Kenya’s formal 
manufacturing firms have not seen 
gains in productivity in more than a 
decade. Meanwhile China and 
India have been making huge gains 
in firm productivity. 
 

• With the exception of the textiles 
sector, firms’ propensity to export 
actually fell between 1999 and 
2002. AGOA helps, as it has 
already in textiles, but in other 
sectors Kenya has to compete 
against China and India. 

 
• Political uncertainty following post 

election violence in 2008 
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policy, there has now been a shift 
to export oriented.  
 

• Wide range of opportunities for 
direct and joint-venture 
investments exist in different 
sectors 
 

• Growth in the Information and 
Technology (ICT ) sector 
 

 

The internal factors that will affect Kenya are numerous. The main strength being, the excellent 

connectivity to major world-wide hubs that makes it easy to work with most continents. Nairobi 

is the transportation hub of Eastern and Central Africa and the Port of Mombasa supplies the 

shipping needs of more than a dozen countries including land locked countries like Uganda. 

(ISCG:2010). 

 

Kenya reputation in tourism and wildlife is a clear strength going by the number of tourists visit 

per year. The actual attraction in Kenya can be classified as a wide ranged and to a certain degree 

an unexploited opportunity, the positive attitude of the Kenyan government towards foreign 

tourists has attracted more tourists to come visit the country. Productivity in manufacturing with 

all things been equal has increased the intensity of competition to Kenya. This is due to the high 

attractiveness in china and India products. Potential political instability of Kenya is very 

important factor to consider. Kenya economic crisis might trigger political instability hence 

ruining its attractiveness to foreign investors like it did in the wake of post election violence in 

2008. 

From the analysis on the S W (Strength/ weakness) we can say that it will be of great importance 

for Kenya to focus on using its strategic position in the region to increase production and 

improve on its management skills. While external (opportunity / threats) Kenya should set up 

clear objectives and with a well structured strategy in attracting more FDI and at the same time 

improving its political climate to decrease the level of uncertainty among potential investors. 

 
4.2.2 Inputs from the Kenya Chamber of Commerce and Industry 
During my interview with Mr John M. Matheka the manager of Trade Development Services at 

the Kenya chamber of commerce, he was categorical that there has never been a perfect moment 
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for Kenya to capitalise on the good relations currently enjoyed with the cooperation of the East 

Africa Community like today. He was optimistic especially with the signing of the protocol on 

the Establishment of the East African Community Common Market (EACCM) that came into 

effect in July 2010.  

The treaty which was ratified by all the five East African states Kenya, Uganda, Tanzania, 

Rwanda and Burundi guarantees freedom of movement of goods, labour, services and capital in 

the member states with an aim of boosting trade and investments in the region. Mr Matheka 

however raised concerns with the commitment of some member countries in enforcing the 

adoption of the treaty to the organs of their respective national governments. He stated that 

though the treaty guarantees free movement of goods in the region, custom procedures practised 

by member countries especially Tanzania and Uganda do not favour Kenya traders while on the 

other hand the Kenyan Government has fully embraced the treaty and all the other member 

countries are enjoying full freedom while entering Kenya. He said there were variations in duties 

paid for various goods, officers demanding for bribes in order for traders to obtain trade 

documentations e.t.c. He was also particularly concerned with Tanzanian decision to block 

Kenyan employees taking up skilled jobs citing that it was discriminatory in nature and infringed 

the provision on free movement of labour as stipulated in the treaty.  He said another challenge 

facing the member countries is the non tariff barriers, but by the time I was interviewing him he 

was preparing for a stakeholders meeting that was a week away which was meant to bring 

together heads of trade and commerce in the member states in order to iron some of this non 

tariff barriers issues. 

On the issue of FDI in the region, he said it was a WIN WIN situation for EAC and Asian 

investors especially China and Japan. He gave the example of how the government have 

embarked in harmonising the transport network especially road construction example being the 

Arusha-Namanga-Athi River road which will link Eastern African countries of Kenya, Uganda, 

Sudan and Ethiopia. The occasion was lunched jointly by President Mwai Kibaki of Kenya and 

Jakaya Kikwete of Tanzania with the other three other presidents Paul Kagame of Rwanda 

Yoweri Museveni of Uganda and the Burundi president witnessing the occasion. The project has 

been heavily funded by the African development Bank and the Japanese government.  



42 
 

On EU he said even though recently inward FDI flow has favoured China, EU as a block is still 

an important market for the region as it accounts for a bigger percentage of agricultural imports 

and tourists who visit the region, the two are very important sectors in the Kenyan economy.  

4.2.3 Inputs from the Kenyan Ministry of East African Community 
During my interview with Jason Braganza an economist at the Kenya Ministry of East Africa 

Community (MEAC), He shared the same sentiments as Mr Matheka on the important role 

played by the EU. Mr Braganza was categorical that a lot of inspiration especially in the 

integration process and institutional framework is inspired by the EU who also offers capacity 

building to all stakeholders who are involved in the realisation of a fully integrated of EAC. He 

said a lot of lessons can be learnt from the EU since EAC is almost following the same process 

to become a federation with the next milestone being the establishment of a monetary Union.  

As an economist, the interview with Mr Braganza was dominated with Kenya’s involvement in 

both international and regional trade, he was quite optimistic on the establishment of a stronger 

EAC as a trading block since the largest trading partner in terms of volume of export from Kenya 

is the neighbouring country Uganda. He asserted that by encouraging such regional trade, it will 

empower EAC citizens economically and raise their living standards. 

Apart from harmonising the economic integration in the region, Prime Minister of Kenya Raila 

Odinga has also encouraged political parties in the East African Community (EAC) to spearhead 

the harmonization of good governance and legal structures of their manifestoes in order to fully 

realise the formation of a federation (Meac:2010). 

In the next chapter I will analyse how SBR has been conducted in Kenya under the leadership of 

President Moi and compare it to how it has been carried out under the current president Mwai 

Kibaki. 

4.3 SBRs under President Daniel Arap Moi 
 

Daniel Arap Moi the second president of the republic of Kenya took over power after the death 

of the ´´founding father of Kenya´´, The late Mzee Jomo Kenyatta. Kenyatta ruled from 1963 

when Kenya gained independence from the British colonialists. During his tenure as the 

president of Kenya, Kenyatta centralized power and introduced a one party state by the name of 
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Kenya African National Union (KANU). He died in 1978 and Moi who was his vice president at 

the time succeeded him. 

KANU continued to be the ruling party, and in 1982 Moi went as far as enshrining the party in 

the constitution as the sole political party. During his reign Moi ruled using intimidation and 

fear. Moi had categorically conducted political maneuvers which according to my opinion he 

based his strategies on Machiavelli line of thinking. Machiavelli advice to the prince was to be 

very tactical to suit his convenience and maintain power. In his letter to the prince Machiavelli 

showered him with advices such as on how to exercise power, treating everybody as a potential 

assassinator and even declared it was easy to lead people who fear than love the King. Moi was 

even feared by his own close friends and allies both the young and old. 

 

During his tenure there was no clear cut in the relationship between state and business because 

the government being the public entity was deeply involved in the private sector, causing 

indifferences and favoring certain ethnic and racial communities over the others. There was no 

level playing field and autonomy for business people. This made it difficult for potential 

investors both locally and foreign to make inroads in the investment opportunity that was 

available at the time due to ‘cartel like group’ formed by very influential individuals who were 

surrounding the president.  

 

Even though there were business association like The Federation of Kenyan Employers (FKE), The 

Kenya Association of Manufacturers (KAM), The Kenya National Chamber of Commerce and 

Industry (KNCCI) who tried to advocate for a level playing field for all the actors and 

stakeholders in the business fraternity, their voices were not heard since raising the voice and 

criticizing the government at that time was a fatal affair that could have lead to imprisonment. 
 

Rather than uplifting the native Kenyan in terms of business, the Moi regime allowed Kenyan 

Asians to carry the leading edge of the economy, especially as international capital grew less 

following the demise of the East African Common Market in 1977 and the 1982 coup attempt, 

coupled with growing corruption and uncertain macro-economic policy (Himbara, 1994). Some 

Kenyan Asians did spectacularly well with government favor and partnerships with well placed 

politicians close to Moi. Most of the officials during the Moi regime were involved in corrupt 
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activities with the Asians, and major scandals involving the two parties led into ´´milking´´ the 

government coffers billions of shillings, leaving the economy in disarray. One of the major 

scandals which I will discuss later on when analyzing the corruption situation in Kenya was the 

Goldenberg scandal.  

To redeem the country from heading the direction of a failed state, there was need for radical 

changes in terms of democracy and governance thus prompted even the international 

organizations (IOs) to intervene. World Bank in this case took the initiative to try and pressure 

the government to uphold good governance and fight corruption. 
 

The World Bank (WB) institute defines governance as `` the traditions and institutions by which 

authority in a country is exercised for the common good´´ (World Bank:2011). But since the 

Bank aligns governance more to the concepts of effectiveness and efficiency of a government as 

opposed to its legitimacy it considers governance as to how decisions are made, how they are 

executed, who is accountable for decisions taken and how they are to account (Santiso C:2002).It 

is expected that when there is good governance, authorities are held accountable for their acts 

and monitoring and replacement processes are existent. WB believed that with neo liberal 

reforms the state business relations will fundamentally change as the market will be allowed to 

function without much control from the government. In the early 90´s decentralisation and 

judicial reforms were added to the WB agenda. Corruption took centre stage in the mid 90´s and 

public sector governance was a priority in the late 90´s especially after the financial crises in the 

East Asia and Russia. This was further enhanced by the inclusion of demands for efficient and 

accountable systems of public financial management to achieve economic growth and 

sustainable poverty reduction. 

 

In December 1991 during the Moi regime, the WB and IMF froze aid to Kenya so as to force 

Moi to repeal the country's one-party law. Moi was under pressure to change section 2A of the 

constitution that was to allow more political parties to be formed and shunning away from the 

one party state. Numerous political parties sprang up as the result of the demands of the bankers 

and the Transnational Corporations (TNCs).  
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Contrary to expectations, Moi won another term of office in the 1992 elections. He had tight 

control of the media and briefly expanded public expenditure to gain popular support. He was 

able to divide his political opponents by provoking ethnic conflicts over land rights in the Rift 

Valley (Shaoul:1999). The continuity by the Bank to freeze aid to Kenya by demanding 

reduction of public expenditure, accountability and at the same time advocating for privatization 

of the state-owned telecommunications and power companies, two important sources of 

patronage for the ruling KANU party made the defiant president more un-cooperative and 

unwilling to carry out the reforms. This made the situation worse for the Kenyan economy and a 

common man had to bear the consequences. Kenyans were made to believe they can make their 

own decisions without being coerced by ``outsiders´´ and that the process especially privatization 

of state owned companies will be carried out progressively but ample time was needed.  

 

As Joseph Stiglitz (2002:52): said “Sometimes conditionality was even counter-productive, 

either because the policies were not well suited to the country or because the way they were 

imposed engendered hostility to the reform process.”   In the case of Kenya the latter could have 

been the case. In my opinion what the Bank ought to have done was to try and have consensus 

with the government and reach a point of compromise instead of worsening the situation. Stanley 

Fischer (1998) once wrote that: “We don't need to form very sophisticated judgments about the 

political forces in (those) countries. We basically have to form a judgment on whether the 

government will do what it says it will do in an overall satisfactory way.” By the end of the year 

2000 Kenya´s economy was virtually stagnant, having steadily declined from a high point in 

1995. Infrastructure gradually declined which raised the cost of doing business´´ (Holmquist: 

2002).  

 

State-business relationship during the Moi regime was neither effective nor efficient. But 

business associations continued to organize themselves and recruit more members especially 

after the introduction of multiparty system since they could raise their voices with less 

intimidation from the government quarters. by early 1990s for example “The Federation of 

Kenyan Employers (FKE) grew to over 3000 private and public sector members, it had a staff of 

21 professionals and did advisory and advocacy work (Ngunyi and Gathiaka, 1993).´´( ibid) 
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4.4 SBRs under Mwai Kibaki (2002-2010) 
 
After the 24 years rule of the Moi regime (1978-2002), Mwai Kibaki took over power in 2002 

after a successful coalition of opposition parties who ganged up and formed the National 

Rainbow Alliance (NARC) with the sole goal of removing the KANU regime and especially Moi 

from power. KANU was identified with oppression, undemocratic and corrupt government 

which NARC alliance had promised to change. After realizing he was unpopular Moi endorsed 

Uhuru Kenyatta the son of the first present Jomo Kenyatta to succeed him and run on a KANU 

ticket but the wave of change was so huge that even Kenyatta could not stop it. It is through the 

platform of change for a better Kenya that saw Kibaki receiving 62% of the total votes and 

winning 59% of the parliamentary seats against his closest competitor Uhuru Kenyatta who 

garnered 31.3% of the total votes. The table below shows the distribution of presidential vote by 

province. 

 
Table 7: 2002 Distribution of Presidential Vote by Province 
 
 

Province Kibaki (in percentages) Kenyatta (in percentages) 
 

Central 68.9 30.3 

Coast 62.8 33.4 

Eastern 72.2 26.1 

Nairobi 76.5 20.8 

North eastern 28.1 67.1 

Nyanza 61.4 07.6 

Rift valley 43.2 23.3 

Western 76.3 21.5 
 

Source: Electoral Commission of Kenya  
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The man was considered to be the right person for the job going by his qualification and 

experience. Being an Economist and having graduated from the London School of economics 

with a distinction degree in public finance, Kibaki served in senior posts in both the Kenyatta 

and Moi governments, including Vice President and Finance Minister. He has served as a 

member of parliament since Kenya's independence in 1963 making him the longest serving MP. 

When Kibaki took office in 2003 the economy was in the verge of collapse, and the quick fix to 

bring about economic recovery was paramount. He went ahead to institute broad governance and 

economic program. The effort was fruitful since after barely 3 years (2003-2007), Kenya had the 

longest sustained growth since independence. (Chege 2008:25). The rapid growth was 

experienced in all the sectors of the economy. Healthcare and free primary education were also 

initiated.  

 

The sustained growth that Kenya was experiencing at the time attracted foreign corporation who 

were willing to reap good profits from an already growing economy. Among them were General 

Electric, Virgin Atlantic, Google, Hewlett-Packard, Cisco, and Tata of India (among others).The 

Chinese government also took a keen interest in Kenya and as a result the spectacular rise of 

Chinese trade and investment in Kenya during the Kibaki years also followed similar profit-

seeking motives (ibid:26). 

 

SBR during Kibaki regime was done in a totally different way as opposed to the Moi regime. 

Kibaki initiated a bunch of policies that saw the liberalization of some of the major companies 

and parastatals in Kenya that were used by the previous regime to benefit the few individuals 
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who had formed a cartel around the president. He gave the Privatization Act No. 2 of 2005 a 

Presidential Assent on 13th October 2005, and the Public Procurement and Disposal Act; No 3 of 

2005 was assented on 26th October 2005 (Ong’olo 2006). Privatization and various forms of 

Public Private Partnerships were explored by the Government with the intention of mobilizing 

resources to rehabilitate, modernize and expand Kenya’s productive capacity, and outlined a 

number of privatization initiatives whose implementation was commenced immediately.  

 

In a statement from the government spokes man he said “private sector investment should be 

encouraged and facilitated, not only through formal concessioning contracts, but also localized 

private-public partnership initiatives to contribute towards road construction and repair”. 

(Donors, 2005: pg5)  

 
As a way of enhancing accountability and efficiency, performance contracts for the public 

service and state corporations were introduced. This saw a great transformation in institutions 

that were almost in the verge of collapse as public enterprises that were perennial loss makers 

suddenly had turned into viable corporations. The political elite opposed to Kibaki reform 

agenda wanted to maintain the status quo since they used their power and government’s money 

to engage in corrupt deals with the private sectors at the expense of the development thus 

compromising the state autonomy. This however led to the government’s introduction of the 

public officer Ethics Act 2003 which was intended to bring about a culture of honesty, hard work 

and rejection of corruption in the public service. Those who did not comply with its provisions 

were removed from the payroll indefinitely. The ball of contention as far as the scheme was 

concerned was that, apart from the removal from the payroll, no legal action in terms of 

investigating the culprits has ever taken place so far.  

 

The private sector seemed to be rather more independent from the political influence in Kenya 

during the Kibaki regime as opposed to the Moi regime. There has been a feeling of democratic 

space whereby even the workers through their union can raise their voices without fear of 

intimidation or imprisonment. It was under Kibaki’ s watch that in 2003 Kenya Private Sector 

Alliance ( KEPSA) which is an apex body for private sector organizations was incorporated 

under Kenya companies act ( chapter 486 of the Laws of Kenya) as a company limited by 

guarantee (Kenya Private Sector Alliance:2010). KEPSA have an overall agenda of providing 
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one voice while engaging in public policy dialogue hence influencing public policy formulation. 

KEPSA has a membership that exceeds 80,000 corporates in Kenya through Business 

membership organizations (BMOs), making it a force to reckon with in the way public policies 

are debated and their outcome. In 2010, 13 MBOs joined bringing the total to 73 and 11 

corporates bringing the total to 189 (KEPSA:2010). Some of the major achievements by KEPSA 

are the pushing for adaptation of the ICT in various government agencies resulting in increased 

efficiency and lowering of the cost of doing business in Kenya by great margins. They also 

played a major role in the implementation of the East African Common Market Protocol 

(EACMP) which has since increased business within its member states, and finally KEPSA were 

the key stake holder in the enactment and promulgation of the country’s new constitution (ibid).  

 

Kibaki also established Kenya Investment Authority (KenInvest) a statutory body established in 

2004 through an Act of Parliament (Investment Promotion Act No. 6 of 2004) with the main 

objective of promoting investments in Kenya. It was given the responsibility of facilitating the 

implementation of new investment projects, providing After Care services for new and existing 

investments, as well as organizing investment promotion activities both locally and inter 

nationally. Towards this end, the Kenya Investment Authority managed to centralize investment 

procedures and making the Authority a One Stop Shop. Procedures have now been reduced to a 

five-step process. This has enabled Kenya to be among the easiest countries in which foreign 

investors can invest (Kenya Investement Authority:2011). 

 
In the next section I will focus on one of the major obstacle that affects both the FDI and SBR in 
Kenya and that is corruption. 
 
 
4.5 Corruption in Kenya    
 
Corruption has been a major concern in Kenya as far SBR and FDI are concerned. Even though 

the relationship between FDI and corruption has not been conclusive following several papers 

that have written about the subject, it is evident though that “those countries that have a more 

equitable system of rule of law, lower corruption levels and more freedom in economic activity 

attracted more FDI than countries that are characterised by significant deficiencies”. 

(Pournarakis and Varsakelis, 2004). We expect that higher levels of corruption will decrease the 

probability of engaging in FDI activity but when looking at the continued increasing interest on 
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the Chinese government investing more in Kenya irrespective of the massive corruption in 

government; one can assert that the issues of upholding anti corruption and good governance in 

Kenyan government is a matter that appeals mostly for western investors. 

 

Western investors in particular have raised concerns on the massive corruption cases in the 

Kibaki government. When comparing Kibaki and Moi regimes as far as controlling corruption in 

government is concerned, there has been no major change. According to the table and chart 

below, it indicates that the control of corruption is still less than 25 in the percentile rank. During 

Moi regime it was 14.6% compared to Kibaki regime which is 18.7%.  

 

According to a World Bank survey (2005), the low ‘confidence in the judiciary system’ is 

identified as a major obstacle for business, especially in countries lagging behind in terms of 

political and economic reforms. Looking at the table below the rule of law just like corruption 

scores less than 25 in the percentile rank. More surprisingly during the Moi regime it was 23.4% 

compared to Kibaki regime which is 16.6%. This is as a result of Kibaki’s government failure to 

prosecute those who have been involved in “milking” the government coffers, and the slow pace 

in the judicial reforms process. 

 

Major shift is however seen in the areas of voice and accountability, and regulatory quality, 

where the scores are Kibaki to Moi regime (39.8%, 25.5%) and (48.8 %, 37.3%) respectively. 

This can highly be attributed to the role played by the Kenya Private Sector Alliance (KEPSA) in 

its quest to push for better public policies, and the commitment by Kibaki government to expand 

democratic space and promote efficiency.   

 

Figure 3: The chart below is a governance indicator of Kenya during the Moi era in 2000 as 

compared to the latest indicator available during the Kibaki regime in 2010. 
 

      Governance Indicator Sources Year Percentile 
Rank 

Governance 
Score 

Standard 
Error 

(0-100) (-2.5 to +2.5) 

Voice and 
Accountability 

17   2010 39.8 -0.23 0.11 
6   2000 25.5 -0.78 0.21 

Political Stability 7   2010 13.7 -1.2 0.23 
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4   2000 15.9 -1.11 0.33 

Government 
Effectiveness 

11   2010 35.9 -0.54 0.17 
5   2000 35.1 -0.54 0.21 

Regulatory Quality 
10   2010 48.8 -0.13 0.16 
6   2000 37.3 -0.3 0.24 

Rule of Law 
16   2010 16.6 -1.01 0.13 
7   2000 23.4 -0.89 0.17 

Control of Corruption 14   2010 18.7 -0.91 0.16 
5   2000 14.6 -0.95 0.24 

 

 
 
Source: http://info.worldbank.org/governance/wgi/sc_chart.asp 

 

http://info.worldbank.org/governance/wgi/sc_chart.asp�
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Newspaper journalist Barrack Mukula, said “whichever way you look at it, the Narc Government 

is the same old Kanu Government, minus Moi”. (Standard, February 12, 2005). As much as there 

have been fundamental changes and great optimism among Kenyans during the first years of 

Kibaki tenure, the skepticism did not take long before people started questioning his commitment 

to the zero tolerance on corruption. Going by the results in the table above, Corruption in Kenya 

is still a big ‘’cancer’’ as it has been evident in both the Moi and Kibaki regimes. This has 

however affected not only local businesses men and women but also foreign investors willing to 

invest in the country. The Kibaki regime has experienced several corruption scandals especially 

after the coalition government was formed in 2008 between the Party of National Unity (PNU) 

and the Orange Democratic Party (ODM). This was done for the sake of bringing sanity in the 

country’s politics after a disputed presidential election in 2007 that led to bloody skirmishes that 

nearly led the country to a civil war.  

 

The power game between the two sides of the grand coalition government coupled with the fact 

that there were no formidable opposition party members in parliament, created a vacuum that 

acted as a platform for major corrupt deals. Some of the corruption scandals included what was 

dubbed as the Anglo Leasing and Finance Ltd saga that would have costed the government nearly 

Ksh7 billion (US$93.3 million). The scam involved a controversial 4 billion Kenya shillings 

(KSH) that was meant for the construction of a CID forensic laboratory for which a total of US $ 

3.2 million was had already been disbursed with no work done. A further US$ 10.6 million was 

paid for the purchase of a passport-issuing equipment contract that was costing US$ 36 million 

and then awarding it to a shadowy company known as the Anglo leasing and Finance Ltd which 

was done without a competitive bidding. A payment of US$ 12 million had also been paid as 

commitment fee (Nasong’o:2006). 

 

The maize scandal of 2008 was another one that rocked the government. Millers in coalition with 

top politicians in government took advantage of the maize shortage in the country due to poor 

weather. They did so by purchasing above the maximum quantity required from the strategic 

grain reserves, and then holding them thus creating a severe shortage in the market and later on 

selling the maize double the original price. Top officials including the prime minister were 

implicated in the saga after the release of an audit report by Price Water house Coopers (PWC). 



53 
 

Some of those senior government officials implicated were either fired or stepped aside to pave 

way for investigation but to the surprise of many they were reinstated without being prosecuted.   

 

Another major scandal that followed suit was Free Primary Education (FPE) funds 

embezzlement. It was noted by the finance minister Uhuru Kenyatta that about US$46 million 

was missing from the Ministry of Education kitty. The scandal jeopardized the great initiative by 

Mwai Kibaki to provide free education to all Kenyan children since donors started demanding a 

refund and the money that had not yet been released was frozen pending further instructions 

from the donor countries. In spite the fact that the Minister for Education prof Sam Ongeri was 

relieved off his duties by the Prime Minister Raila Odinga who is the leader of government, the 

decision was overturned by the president since the minister was his loyal follower and a member 

of PNU government that formed the coalition with ODM. The minister however claimed that the 

appointing authority rested with the president who was the leader of PNU therefore undermining 

the prime ministers orders.  

 

With all these corruption scandals from a primitive legal argument, Kenya has greatly neglected 

its legal obligations towards its citizens as far as fighting corruption is concerned. This departs 

from the primitive notion that the state is obliged to serve its citizenry. It will be therefore 

important to analyze who are the state and non state actors in fighting corruption in Kenya and 

what measures are being taken to contain the situation. 

 

4.5.1 State Actors  
 
4.5.1.1 Government  
Constructivists analyze the way in which actors identify their interests and create their policies 

(Wendt:1992).Problem solving in the society today has become a concern not only to 

governments but also to the private sector and NGO’s. It is the government that has the role of 

setting up the framework for how some of the anti corruption conventions and laws are to be 

performed on a national level. When focusing on the role of Kenyan government, corruption 

seems to have found its way inside the three arms of government that is; the executive, 

legislature and the judiciary. In many occasion it has become the norm for the executive to 
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undermine the separation of powers thus interfering with the decisions made by the judiciary 

which are not in its favour. 

4.5.1.2 Big men (middle men) 

The presence of middle men or popularly known as big men in Africa who operate in the 

different economic sector ranging from agriculture to service sector is very common. The 

practice is also evident in the horticultural and construction sectors. They normally operate 

through networks that they have established both nationally and internationally in both 

investing and host countries. Through bribes they are able to push for contracts on behalf of 

investing countries in order to win tenders thus allowing the companies in question to evade 

direct accusations of being corrupt. Sometimes they create their own companies and award 

themselves the contracts and once in a while they end up in the wrong side of the law and get 

prosecuted.  

A classic example that has recently came to the attention of Kenyans is the revelation by a court 

in jersey Island in UK which gave extradition orders for a former energy minister Chris Okemo 

and the managing Director of Kenya Power and Lighting Company (KPLC) Samuel Gichuru 

who according to the Interpol brief accepted bribes from foreign businesses that contracted with 

the utility company KPLC and hid the money in Jersey. This was achieved by causing foreign 

contractors to make corrupt payments into bank accounts in Jersey Island into a company called 

Windward Trading Ltd." Both Okemo and Gichuru are facing 53 charges relating to 

“commissions paid by international companies, mostly between 1999 and 2002, totaling 

4,459,572 pounds sterling, 786,853 Danish kroner and 3,207,360 US dollars (Shs.902 million in 

totals)” (Andrew teyie 2011). 

The so called ``big men´´ mostly channel the laundered money to offshore accounts through 

banks therefore I am going to look at the role played by the bank as an actor. 

4.5.1.3 Banks 
When money is laundered from the different sectors of the economy, is channelled to offshore 

accounts through bank to bank transfers. This is the preferred mode of transferring cash due to 

the restrictions imposed on travelling physically with huge sums of money. A lot of foreign 

banks have turned a blind eye to some of these practises even with a clear knowledge of the 
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sources of the money transferred in their respective bank this due to the fact that, they profit from 

such transactions and loosing such clients would be acting in contrast with their personal interest. 

Cases of where some of such banks have been found guilty and shamelessly named especially in 

oil-related money transfer scandals they include; the Riggs Bank of Washington, DC and BNP 

Paribas a major French banking firm which operated in Equatorial Guinea and Congo 

respectively. (Charles Mc pherson and Stephen Mac Searraich: 2007). In the case on Okemo and 

Gichuru, they preferred the bank in the island of jersey which is a tax haven and individual 

account details are at a high level of secrecy. It was the effort of the Interpol that raised the red 

flag. The two are challenging the extradition charges and the matter is still pending in court.  

 

4.5.2 Non- state Actors   
 
4.5.2.1 Trans-national advocacy networks 
TAN´s are non-government actors that pursue universally applicable laws, rules, or norms for 

social problems and they resist governmental policies peacefully. TANs include ``those relevant 

actors working internationally on an issue, who are bound together by shared values, a common 

discourse, and dense exchanges of information and services´´  (Keck & Sikkink 1998, 2). TANs 

are likely to emerge around certain issues where: channels between domestic group and their 

governments are hampered or severed where such channels are ineffective for resolving a 

conflict (Bae :2008). 

 

TANs as agents helps redefine not only the role of non-state actors in the international arena, but 

also the structure of the interstate system. Although TANs are not state actors, their actions affect 

interstate politics (Santa-Cruz:2005). Liberals explain the fact that other actors such as business, 

unions, lobby groups, civil society, and so forth are included (Keane, 2003). But the inclusion of 

profit-seeking organizations is criticized by other social movement theorists like the 

constructivists.  

 

As Keck and Sikkink put it, ‘´Because part of states and international organizations also 

participate in these networks, the process of negotiation within the emergent cosmopolitan 

community is not “outside” the state``. The focal points of TANs are events, not mobilizations 

(Keck & Sikkink 1998, 236). Activists focus on communication and information exchange. 
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Transnational Advocacy Networks (TAN’s) have for a long time tried to change the public 

perception on social, moral problems, as well as the state behaviour. Problems such as corruption 

have proved to be of growing concern to many citizens especially of the OECD countries. Kenya 

being a developing country is a beneficiary of the Foreign Direct investment (FDIs). Direct 

foreign aid by donor countries especially from OECD to Kenya is financed through tax payer’s 

money, and in so doing it raises much concern among its citizens when it does not fulfil its noble 

cause and end up being laundered or even getting mismanaged.  

 
4.5.2.2 Multinational enterprises  
Constructivists assume that high-moral activists’ communicative and networking actions have 

the possibility of affecting the authority of the state. It is evident that businesses especially by 

multinational corporations have great network in various countries and their presence and 

importance in influencing government’s decisions cannot be ignored. MNEs have emerged over 

the years as one of the most important actors and ``moral Entrepreneurs´´ in a global prohibition 

Regime against corruption. The authors of the article Multinational Enterprises as ``moral 

Entrepreneurs´´ in a global prohibition Regime against corruption, (Stephen Wrage, Alexandra 

Wrage 2005) also found that ``corporations can and do exert constructive pressure to satisfy that 

preference and encourage the creation of a clean business environment´´. They continue 

asserting that `` if a corporation produces attractive and competitive products, it will desire a 

transparent business environment, and will not fear competition´´. They explained that 

experienced business people recognize that corruption is a vast consumer of time and other 

resources and that by entering a corrupt environment they are taking on large and unpredictable 

costs and risks (Stephen Wrage, 2005).  

In Kenya after the entrance of the MNCs especially during the Kibaki regime, the need for a 

transparent business environment and a level playing field has been the priority demands by 

investors.   

 
4.5.2.3 Role of International and Non Governmental organizations  
Governments are an important entity in setting out rules and therefore it is important for NGO’s 

to pressure them so that such rules are fully implemented.´´ The growing involvement of civil 

society and NGOs in the fight against corruption is an undisputed fact, as they fully endeavour to 

fulfil their role in increasing awareness and mobilizing support (Grigorescu: 2006) but the 

progress is far from universal´´ (Kaufmann, 1998,143). To go about creating formidable 
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influence in the government, NGOs endeavour to build coalitions especially with politicians 

within the government championing for reforms in the area of good governance. There course 

gets more strengthened when joined by the donor community in pushing their agenda. 

Grigorescu asserts that ``the role of NGOs and civil society may be akin to being partners with 

government in the implementation of anti-corruption programs´´. 

 
To propel the initiative of fighting corruption by NGOs to a global level, international 

organizations such as the EU or Transparency International (TI) come into play and their role is 

vital. They are concerned with pushing to maintain the issue in the forefront of public debates. It 

is due to such prerogative and external efforts, that IO´s are able to influence governments 

through their officials and making it more likely for such governments to adopt and implement 

anticorruption policies (Grigorescu 2006:516). The challenge still remains that as much as 

pressure is exerted on national governments to implement such directives of adopting legislative 

measures ‘in accordance with fundamental principles of its domestic law’ or taking measures ‘to 

the greatest extent possible within its domestic legal system’ the unwilling government officials 

have the tendency of entertaining ignorance that eventually undermines the move, especially in 

cases where their personal interests are on stake.  

 

Bearing the fact that norms should fit with the domestic environment, ´´International norms 

should therefore in the same manner work their influence through the filter of domestic 

structures and domestic norms which can produce important variations in compliance and 

interpretations of this norms´´ (Sikkink 1998:893). That is why even though the international 

rules and norms exist and national governments are signatories, the situation on the ground tends 

to be different as far as how the international norms or rules tie up with the domestic one to gain 

local credibility.  

 

Finnemore & Sikkink state that domestic norms are deeply entwined with the workings of 

international norms because many international norms began as domestic norms and became 

international through the efforts of entrepreneurs of various kinds.The liberal theory posited by 

Teson, that was originally developed by Immanuel Kant, asserts that international law and 

domestic justice are fundamentally connected. Finnemore & Sikkink explain the phases that is 

followed before a new norm is implemented the phases which Finnemore and Sikkink refer to as 
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life cycle model. They include: emergence, cascade, and internalization. In the first phase, norm 

entrepreneurs ‘create’ issues by ‘framing’ them. The emergent norm reaches a threshold, and 

then ‘become institutionalized in specific sets of international rules and organizations’, then 

second phase is when it reaches a critical mass. That is when ‘norm cascade’ begins as a result of 

more states adopting the norm. It becomes more effective when critical states are involved in the 

process. Finally, in the third phase, ‘internalization’ phase, norms work down from the 

international to the domestic level (T. R. Sikkink:1999). 

 

4.5.2.4 The United Nations Convention Against Corruption 
The United Nations Convention Against Corruption (UNCAC) was adopted by the United 

Nations General Assembly on 31 October 2003 (Resolution 58/4). Two months later at a 

conference in Merida, Mexico 95 states became signatories (UNCAC 2011). A year later it had 

113 signatories and nine parties which required them to take proactive steps to investigate 

allegations of corruption, prosecute suspected perpetrators and fully recover the money involved. 

Kenya became a signatory on the 9th December 2011. UNCAC represents the first binding global 

agreement on corruption. By being launched on an UN platform it was believed that it was going 

to have a global impact by the virtue of fact, UN is the most representative international 

organization with 191 member states (UN:2011). As the major instrument in combating 

corruption on an international scale, UNCAC focuses on four major aspect of fighting corruption 

that includes; prevention, criminalization, international cooperation and asset recovery. (Webb: 

2005). Its effectiveness surrounds the fact that ``it has legal force that general assembly 

resolutions do not thus representing a significant consolidation of the anti corruption consensus 

in the international community´´ (Bukovansky, 2006:187). UNCAC also reinforces the OECD 

convention. In Kenya UNCAC work closely with the KACC in addressing corruption issues in 

the country.  

4.5.2.5 Organization for Economic Co-operation and Development (OECD) 

The OECD transitioned from the Organization for European Economic Co-operation in a treaty 

that was signed in 1960 (OECD:2011). As stipulated in the treaty, states who are members are 

bounded by decisions made. One of the decisions made was concerning corruption via the 

OECD Anti-Bribery Convention thus making it a global leader in the fight against corruption and 

good governance. Regional anti-corruption programmes help the OECD reach out globally to 

http://en.wikipedia.org/wiki/United_Nations�
http://en.wikipedia.org/wiki/United_Nations�
http://en.wikipedia.org/wiki/UN_General_Assembly�
http://en.wikipedia.org/wiki/October_31�
http://en.wikipedia.org/wiki/2003�
http://en.wikipedia.org/wiki/Organisation_for_European_Economic_Co-operation�
http://www.oecd.org/topic/0,3373,en_2649_34859_1_1_1_1_37447,00.html�
http://www.oecd.org/document/58/0,3343,en_2649_37447_41803642_1_1_1_37447,00.html�
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curb corruption (OECD:2011). Such legislation and penalties are required to match those 

imposed against bribery of domestic public officials. One shortcoming according to 

(Bukovansky, 2006:192) is that OECD focuses much more on the bribe giver other than the bribe 

solicitor. The convention also contains money laundering provisions and lays down accounting 

and auditing rules designed to further transparency (ibid).  

4.5.2.6 Global Compact 
The Global Compact (GC) was initiated by the former Secretary-General of the United Nations 

Kofi Annan at the Davos World Economic Forum in January 1999, encouraging the private 

sector to contribute a great role in issues affecting the society while conducting business 

activities around the world. It also acts as a catalyst towards actions that support the broader UN 

goals. On 24 June 2004, during the UN Global Compact Leaders Summit there was a lengthy 

consultation whereby leaders of governments in the UN came up with the tenth principle that 

focuses on human rights, labor rights, concern for the environment and corruption. (F.Williams 

:2004). This initiative encourages the participation of private sector actors including business 

community who overwhelmingly expressed support and they too share responsibility for the 

challenges of eliminating corruption. It also demonstrated a new willingness in the business 

community to take a role in the fight against corruption. 

 

From the above actors and non actors it is evident that corruption needs to be dealt with in Kenya 

otherwise it will ruin the economic development made so far and keep away potential investors. 

In the next chapter i will analyse EU vs China corporations in Kenya. 
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5. EU vs. China Corporations in Kenya 
 

5.1 China – Kenya investments 
 

Foreign direct investments inflows and expanding exports has been the main formula by which 

the Chinese has laid its industrialization strategy.  By 2008 china was the biggest FDI inflow 

recipient, recording an inflow of US $ 84Billion (Anthony Yaw, Herbert Jauch: 2009). To be 

able to maintain growth in this industrial boom, China has also been in a mission to search for 

raw materials especially in the continent of Africa. Their main focus for investment has been 

countries with Uranium, oil and gas. Being the second biggest consumer of oil Chinas demand 

for such a resource continues to grow day by day and is said that in the next 20 years it would 

have overtaken USA which is the biggest consumer so far. 

The interesting question one may ask is why China has a great interest in Kenya yet Kenya has 

no oil deposits and where Uranium was purported to exist in Kwale district near the Indian 

ocean, the contract which the Chinese company jinchuan group and the Canadian Tiomin 

resources entered a US$ 9,34 Million joint venture to look for its existence however they have 

not succeeded in their mission yet, partly because it evoked a lot of controversy since it meant 

the local residents were to be moved to pave way for the commencement of the project yet an 

agreement with the government on their compensation had not been agreed upon. This could 

have affected also the desecration of their ancestral graves and sacred forests. The Kenyan 

scientists were also concerned about toxic gases emissions especially sulphur dioxide that could 

have posed health risks and radioactive uranium and thorium. 

 
The real intention that the Chinese have in Kenya cannot be said to be resource seeking as such 

but rather market seeking especially taking advantage of the Kenyan position in the region. 

Going back to history it is recorded that in 1964 Kenya and China established diplomatic 

relations. The Chinese government encouraged imports from Kenya, and investment expansion 

by its businesses. They also pledged to participate in different Kenya´s economic activities like 

agriculture, construction and manufacturing. Chinese great involvement in this sectors have seen 

it gradually winning a lot of Kenyan contracts in recent years as opposed to the British and 

Americans who has been the most favored candidates by the Kenyan government since 

independence. 
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On the other hand Kenya relies heavily on tourism which together with agriculture is the 

backbone of the economy and the main sources of foreign exchange. Kenya received a major 

boost when China granted it ´´an approved destination status´´ after the Ministry of tourism and 

Kenya tourist board stepped up campaign in Asia which are usually considered nontraditional 

markets. The move impacted Kenya positively because the number of tourist in the first seven 

months of 2006 entering through Jomo Kenyatta international airport Kenya´s biggest airport 

increased by 13,3% from 453,742 to 513,942 as compared to similar period in 2005. Those who 

entered through Moi international airport increased by 30.5 % that is from 106,838 to 139,383 

(Keninvest:2011). In 2010 the number of Chinese tourists visiting Kenya grew by 42 per cent, 

according to the statistics from the tourist industry it shows that 35,000 Chinese visited Kenya in 

2010, that accounts to three times the number that toured the country in 2005. 

 

In 2000 when China established Forum for China and Africa Cooperation (FOCAC) and 

established a GO ABROAD strategy they established a trade and investment centre in Kenya 

among other African countries. Between the period 2000- 2005 the FDI from China to Kenya 

was US$ 32 Million out of the total FDI inflow of US$ 446 Million thus representing 7,2%. 

Most of the Chinese companies investing in Kenya are either partially or fully owned by the 

Chinese government. The table below shows the FDI from China in Kenya between the years 

2000-2006. 

 

Table 8: FDI from China in Kenya 2000-2006 

Year FDI US$ Mn    No. of Projects   Capital US$  Mn      Employment 

2000 110,9 9 4,08 787 
2001 5,3 12 2,79 1313 
2002 27,6 6 1,67 170 
2003 81,7 11 13,95 493 
2004 46,1 12 9,03 1414 
2005 21,2 12 3,74 239 
2006 51 8 2,51 681 

      
Source:   Calculations based on the Investment Promotion Centre, and Kenya Investment Authority  
Data Set 
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If the firms are fully owned by the government it means that for Kenya to carry out a Chinese 

funded project they have to apply for a loan to the Chinese state bank. According to the Energy 

Permanent Secretary, Patrick Nyoike, ´´The process of securing a loan with the Export-Import 

Bank (Exim) of China which is a state bank solely owned by the Chinese government is very 

different from the typical tied aid project. The first thing the Chinese contractor does is to 

approach the client directly with a deal and an offer to sign a memorandum of understanding 

with an implementing agency a government utility or parastatals. The next stage is to lobby the 

Ministry of Finance to apply to Exim Bank for a loan. The larger the Chinese contractor, the 

bigger the scale and scope of the project the more chances that it will be supported by Exim 

Bank of China. Companies like Great Wall Drilling, which already have the scale and 

international experience, usually find it easy to mobilize the Exim Bank to support them in 

winning contracts. In keeping with the lending policy of China, the Kenyan government has to 

demonstrate that it is a Chinese contractor handling the project. The China’s Exim Bank can 

decline to issue a loan to state corporations citing weak financial muscle´´ (Shiundu:2011). 

 

Some of investment initiatives the Chinese governments undertakes in Kenya includes; the 

establishment of a pharmaceutical drug distribution center in Nairobi through Holley 20 cotec 

pharmaceuticals to serve also other neighboring countries in the East and Central Africa, an 

offshore exploration deal signed by the two governments that saw the Chinese CNOOC to 

explore 44 500 square miles in north and south of the country, China’s vehicle manufacturer 

Foton which is constructing a vehicle assembly plant with an estimated annual output of 10,000 

units of prime movers, tippers, busses, pick-ups and light commercial trucks. (People's Daily 

Online:2011). 

 

5.2 EU- Kenya investments 
 
EU and the United states have been the biggest investors in Kenya since independence and they 

continue to increase their presence in spite of the Chinese vigorous investments to Kenya and the 

African continent at large. I do agree with Harry G. Broadman in his article (The back story of 

China and India’s growing investment and trade with Africa: Separating the wheat from the 

chaff) States, The West still command a formidable presence in the continent harry 

acknowledges the fact ``about 90% of the stock of FDI in Africa still originates from Northern 
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companies, especially those from the European Union and the United States.  This is so because 

when we look at the overall success of the TNCs in terms of penetrating the African market and 

especially Kenya, those originating from China are still lagging behind comparing with the 

biggest established ones from EU such as British American Tobacco (BAT), Unilever, Glaxo 

Wellcome, and Barclays Bank.EU export to Kenya range from paper, machinery, manufactured 

products, medical equipment and even vehicles. (Appendix 2 gives a complete list of the TNC’s 

in Kenya) 

 

According to the report from UNCTAD’s World Investment Directory, out of 70 largest TNCs 

operating in Kenya today, about half of them originates from European countries, with UK 

having a lion share of 23 companies, US, Tanzania and Uganda follow the EU with 10 

companies each, while Seychelles, South Africa, India and Mauritius also having one each 

(UNCTAD :2005 pg 15). EU investments in Kenya have also been dominated by infrastructure 

projects including the road construction. Since 1976 when EU officially opened its delegation to 

Kenya it has invested heavily in the sector though unlike China, European Commission (EC) 

does not award most of its road contracts to European companies but rather work in partnership 

with local construction companies through the government. 

 

In order to reduce poverty in Kenya significantly EU saw the need of wealth creation rather than 

just giving aid so their investment strategy shifted especially in the rural areas. They spent € 

352.3 million on rehabilitating or constructing 1,765 KMs of motorway, principal arterial roads 

and minor arterial roads in these rural areas where lies the potential for boosting agricultural 

production levels of commodities like coffee and tea. However in cases where the  EU have to 

invest in much longer stretches of road they tend to coincide with projects undertaken by 

Chinese firms thus creating a conflict of interest and logistic problems therefore in such cases 

they are forced to work closely on same project with the Chinese firms though on different 

sections ; such an example is What is termed as A2 road stretch where the EU was in charge of 

the Merille/Marsabit section and the Chinese on the Isiolo/Moyale route, The same goes for the 

A109 road, the Chinese constructing from Mtito-Andei/Mombasa and the EU from Sultan 

Hamud/Mtito-Andei. 
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The figure below shows the amount in million Euros disbursed by the EU as development 

assistance to Kenya, and the pie chart that follows indicates the share received in different 

sectors.  

 
Table 9: Disbursement of EU development Assistance to Kenya over the period 2006-2010 

 
Source: http://eeas.europa.eu/ 
 
Figure 1: Pie chart on distribution of Sectors 
 

 
 
Source: http://eeas.europa.eu/ 
 

From the pie chart we can clearly see that roads and transportation gets the biggest allocation of 

the total amount received from the EU development assistance followed closely by budget 

support and agriculture and rural development follow at third position. 

In the next chapter I am going to analyse the trade between China and Kenya. 

 
5.3 Trade between China and Kenya (Exports & Imports) 

http://eeas.europa.eu/�
http://eeas.europa.eu/�
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After the establishment of the diplomatic relations in 1964 trade between the two countries did 

not thrive immediately first and foremost it was because of the stiff competition that was 

experienced from the strong western operatives in Nairobi since it was just after independence 

and the British interests were still intact. Secondly, political tension engulfed the two countries 

following protests by the Red guards in China destroying windows, and other properties in front 

of the Kenyan embassy, and on retaliation the youths affiliated to KANU the then ruling party in 

Kenya, organized a similar protest in front of the Chinese embassy and did the same damage to 

their properties. Accusation that was filed by Kenyan politicians including president Moi 

accused China for plotting a revolution in Kenya. This statement angered China to an extent they 

claimed that Kenya was subjecting its people to slander. Suspicions between the two countries 

continued and it took a diplomatic intervention much later to redeem the situation. 

 

The need to engage in a friendship agreement was imminent since both countries had mutual 

gains economically. President Moi went for a state visit to china, a gesture that prompted 

diplomatic exchanges and Chinese reciprocated by doing the same. During the Moi visit they 

concluded on two agreements one on economic and technological cooperation and another one 

on state managed trade agreement. The exchange of goods between a China state trading agency 

and its equivalent in Kenya was also put in place. 

 

Table 10: Trade between Kenya and China.  
 
YEAR EXPORTS IN KSH       IMPORTS IN KSH              BALANCE OF TRADE 
1998 78,445, 920        4,127,317,354                           -4,048, 871,434 
1999 216,413,199   3,876,682,158                           -3,660, 268,959 
2000 317,136,785                    7,698,432,210   -7,381,295,425 
2001 247,538,804                7,459,239,524 -7,211,700,720 
2002 290,234,078               5,877,235,916   -5,587,001,838 
2003 571,192,612               6,569,931,081 -5,998,738,468 
2004 836,418,800                  12,948,416,345   -12,111,997,545 
2005 1,189,713,229                  19,358,883,866 -18,169,170,637 
2006 1,554,660,066                  29,721,261,237                         -28,166,601,171 
2007 1,471,240,200                  45,689,137,609                         -44,217,897,409 
AVG VALUES 677,299,369  14,332,653,730  -13,655,354,361 
 
Source: Centre for business information in Kenya- Export Promotion Council 
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The data above shows that Kenya’s balance of trade has increasingly been growing negatively 

from 1998 with a figure of Kshs -4,048, 871,434 to -44,217,897,409 in 2007. This is as a result 

of large volumes of Chinese manufactured goods entering the Kenyan markets, as opposed to the 

volumes exported from Kenya to the Chinese market. Appendix 1 gives a detailed data of the top 

ten products imported from China and the top ten exported to China from Kenya. 

 

Generally trade between the two countries has thrived especially during the Kibaki regime. The 

economic relationship between the two countries began on a very high note with each country in 

a position to benefit greatly. When Kibaki took power the foreign policy especially on bilateral 

agreements shifted more towards China. Looking at the table above, in 2003 just a year after 

Kibaki took power it is evident that exports to China from Kenya doubled from 290,234,078 in 

2002 to 571,192,612 in 2003. It is these results among other interests in the quest of developing 

Kenyan economy even further that prompted Kibaki in 2005 to make a state visit to China 

together with his delegation. The team was on a mission to seek trade and investment 

opportunities. After meeting Chinese President Hu Jintao a development grant was secured 

especially for infrastructure and energy development. Other pledges made were among others the 

modernization, training and equipping of Kenya Broadcasting Corporation. The team also held 

talks with the mayor of Shanghai Han Zheng. Throughout the visit, the team was able to explore 

further prospects in tourism and joint ventures in energy generation (Chege 2008).  

 

To reciprocate the hospitality, Kibaki hosted Hu Jintao in 2006 during his visit to the five nations 

among them United States (USA), Saudi Arabia, Morocco and Nigeria. More goodies came 

along after the second visit, trade continued to excel as more exports were recorded, 

infrastructure development especially construction of roads received more investment boost; the 

rise of development assistance was also experienced.  

More on Kenya engagement with china in terms of trade and investments during Kibaki era will 

further be analyzed under SBR during Kibaki presidency. 

 
5.4 Trade between EU and Kenya (Exports, Imports)  
 
Kenya and EU have been trading partners for several decades and the trade relations have been 

improving with time following different trade agreements and protocols that commit the two 
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continents in terms of promotion and protecting each other’s interest. The trade relations between 

the EAC and EU have largely been based on the Framework Economic Partnership Agreement 

(FEPA) initiated in November 2007 meant to lay foundation for a comprehensive Economic 

Partnership Agreement (EPA). According to FEPA, EAC member states are given duty free 

access to EU market with transitional phases only for  rice that was until 2010 and that of sugar 

until 2015. On its part however the EAC countries ought to liberalize 82.5% of current trade over 

a period of 25 years. EPA which was established in line with the WTO rules as an alternative to 

the Cotonou agreement since other member countries covered by the Cotonou agreement who 

were outside the EU enjoyed the nonreciprocal tariff preferences offered to the African, 

Caribbean and Pacific (ACP) countries by the EU.  

 
 
The Cotonou Agreement which is a legal document that binds Europe and the African, 

Caribbean and Pacific (ACP) states in a long-term perspective was concluded for 20 years with a 

financial protocol and the possibility of revision every five years. Noncompliance with the 

Agreement has consequences for both parties. The agreement was built on the achievements of 

the four Lomé Conventions, which for more than 25 years formed the basis for cooperation 

between the European Union and ACP countries. The four conventions were: 

 
• Lomé I - Signed in 1975 was aimed at including, after the accession of Britain to the 

Community, some of the Commonwealth countries in the cooperation program. 

• Lomé II - Signed in 1979 did not introduce major changes, except for the SYSMIN 

system (help to the mining industry of those ACP countries strongly dependent on it). 

• Lomé III - Signed in 1984 shifted the main attention from the promotion of industrial 

development to self-reliant development on the basis of self-sufficiency and food 

security. 

• Lomé IV - was the first Convention to cover a ten-year period, even though the attached 

financial protocol has duration of five years. The first financial protocol (1990 to 1995). 

A Mid-Term Review of the Convention was also scheduled for 1995. Great emphasis was 

put on: the promotion of human rights, democracy and good governance; strengthening 

of the position of women; the protection of the environment; decentralized cooperation; 
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diversification of ACP economies; the promotion of the private sector; and increasing 

regional cooperation (Commission:2005). 

 

The new partnership under the EPA establishes a clear link between the political dimension, 

trade and development and is based on five interdependent pillars: a comprehensive political 

dimension; a sharper focus on poverty reduction; a new framework for economic and trade 

cooperation; greater participation by non-State actors; and a reform of financial cooperation. 

Kenya has greatly benefited in this agreement since more of Kenyan manufactured products are 

entitled to preferential duty treatment in many countries including: Switzerland, Norway, 

Sweden, Finland, Austria and most of other European countries.  

 

Figure 2 EU balance of trade with Kenya, 2005-2009 (millions of €) 

 

 
Source: http://eeas.europa.eu 

 

From the figure above shows the gap in the balance of trade has widened over the 4 year period 

this is due to the increase in EU exports to Kenya compared to its imports to Kenya thus trade 

surplus is in favour of the EU. 

The following figures give the breakdown of Kenya's imports from the EU and Kenya's exports 

to the EU by category respectively. 

 

http://eeas.europa.eu/�
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Figure 3: Breakdown Kenya's imports from the EU by category 

 

 
Source: http://eeas.europa.eu 

The EU is also the origin of around 18% of Kenya's total worldwide imports. Key EU exports to 

Kenya are machinery and transport equipment. 

 

Figure 4: Kenya's exports to the EU by category 

 
Source: http://eeas.europa.eu 

Out of the 30% total exports from Kenya to the EU, Agricultural products, notably foodstuff and 

flowers represent more than half followed by crude materials. 

The following chapter I am going to analyse foreign aid to Kenya from both the EU and China. 

http://eeas.europa.eu/�
http://eeas.europa.eu/�
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5.5 EU Aid to Kenya  
 
Accounting for 10% of the global Official Development Aid (ODA), EU community is the third 

largest aid donor in the world. In 2008 the community disbursed € 13.4 Billion. Development 

Aid is meant to help countries address issues that affect its citizens ranging from health to 

governance. In general the objective of EC aid is the eradication of poverty in the context of 

sustainable development, in line with the MDGs. On one the demand side, each recipient country 

has unique projects which are contained in a Country Strategy Papers (CSP). It is the CSP which 

guide the donors in implementing the EC aid as laid down in the policy document. The policy 

document includes: 

 

• The European Consensus on Development. 

• The revised Cotonou Agreement. 

• The Development Cooperation Instrument 

 

From the supply side, the need for coordination among donor governments and multilaterals like 

the WB, EU and UN is also paramount for the sake of coordination and harmonization of 

different programmes. This is in line with the 2003 Paris Declaration on Aid Effectiveness to 

which most of the donors and multilaterals are members. 

 

Kenya is not as aid-dependent as most of its African neighbors, the government is still 

determined to increase both the volume of concessional development aid and its absorptive 

capacity for it, to supplement local investment, and FDI (Ministry of Finance:2007). The ODA 

Kenya receives is made possible through an initiative dubbed Kenya Joint-Assistance Strategy 

(KJAS) that brings together 17 donors and is used in both the local and non- focal sectors. The 

local sectors include: Regional economic integration by means of transport infrastructure, 

Agriculture and rural development and for the Non-focal sectors it includes: Private-sector 

development and democratic governance and support for Non-State Actors.  

 
The European Union (EU) is also on the other hand the largest donor of humanitarian aid in the 

world. Through The European Commission Humanitarian Aid department (ECHO) which is 

mandated in the coordination of humanitarian efforts on behalf of the EU, Kenya receives €8 
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million in food assistance, for refugees and people living in the arid lands of northern Kenya. 

Kenya also benefits from a share of a regional drought fund of €20 million, a cross-border 

programme which includes Ethiopia, Uganda and Somalia and which focuses on supporting 

vulnerable local communities affected by the impact of recurrent drought cycles (ECHO 2010). 

 

In the past like we saw during the Moi regime, the EU could exert extra pressure by freezing aid 

to Kenya in order to increase efforts for the Kenyan government to meet its political demands, 

but with the emergence of China as a donor country to most of the African governments, the 

biggest setback facing the EU is that the African governments including Kenya are now in a 

position to diversify its “aid portfolio” and shun away from implementing the demands by the 

EU. In the next chapter I will focus on the Chinese aid to Kenya. 

 

5.6 China Aid to Kenya 
 
The EU, WB and the ADB have been the biggest multilateral donors in Kenya, while other 

players like USA, UK, and the Nordic countries being its main bilateral partners. The donor 

demands in line with the Paris declaration has made more Aid recipient countries to look towards 

China for the assistance instead of EU. With their non interference policy, China has been able to 

attract more “friends” in terms of Aid recipients even in countries with worse governance and 

human rights records.  

 

China Aid to Kenya has rose significantly over the years from among the lowest contributors to 

become the largest bilateral donor in 2005 (with $56 million), second only overall to the 

European Union ($60 million). Most of the aid between these periods was invested in rural 

telecommunication projects. Between the years 2002-2005 as it is exemplified by the table below 

its contribution increased from 0.08 percent of total external assistance, to 13 percent. Since the 

development aid projects by the EU in Kenya are coordinated through KJAS, It has been difficult 

for the EU to coordinate with the Chinese due to conflicting interests and other logistics 

especially where projects fall in the same sector or serve the same purpose like the construction 

of roads. 

 
Table 11: Distribution of Aid Sources to Kenya Showing China’s Contribution: 2002-2005 
(in million U.S. dollars) 
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Sources   2002 2003 2004 2005 
Multilateral 181 229 266 242 
China 0.20 6.5 7.1 56 
Other Bilaterals 272.8 300.5 342.9 379 
Total 454 536 616 677 
China’s Share% 0.08 2 2 13 

 
Source: UNDP, Kenya Development Cooperation Report (Nairobi: UNDP, 2006). 
 
6. How FDI has affected the practice of SBR in Kenya  
                            
From the two examples I gave on the way SBR has been carried out in the two regimes in Kenya, 

it is evident that with the right policies in place and a conducive business environment, FDI can 

have a major impact in a country. Kibaki was able to establish broad and effective policies that 

resulted in strong functioning institutions that revamped the country’s economy. Through FDI a 

more competitive business environment has been created forcing the locals to be innovative to 

compete with the foreign companies thus enhancing enterprise development and job creation. 

 

Through public private partnership (PPP) the government of Kenya has been able to improve 

service delivery and introduce up to date equipments to be used especially in the health sector.  

Governments efforts to liberalize, privatize of state firms, and the continued education reform 

that have seen great numbers of kids joining formal education has been made possible by the 

support from foreign governments and firms. Investing in education of the populace in the long 

run will prove to be a major factor in enhancing Kenya’s competitiveness in the international 

arena. 
 
With good relations with the investing country or firms, bilateral trade relations will be enhanced 

thus creating accessibility of the local products into the international market.  This will increase 

productivity in terms of volumes since the market will expand and also ways and means of 

adding value and quality to the already existing products will be paramount as per the 

requirements of the International Standard Organization (ISO). 
 

With the entrance of foreign firms, there will be technology transfer to the local partners. This 

will however force Kenya to establish an enabling environment by putting the right infrastructure 

in place. This has been evident especially in the ICT sector whereby the government in a joint 
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venture with Emirates telecommunication technology (Etisalat) and a consortium of local 

investors embarked in putting up an undersea fibre optic cable from United Arab Emirates 

(UAE) that is meant to introduce broadband internet connectivity to the East African region thus 

boosting internet connections and reduce telecommunication costs. 
 

Global support for policies on going green by governments, civil societies and environmental 

groups to demand companies to adhere to green technology and Consumer Social Responsibility 

(CSR) while investing in developing countries has also seen Kenya benefitting. This has also led 

to capacity building among the stakeholder since it is a new initiative especially for the local 

companies. 

7. Case Study: Construction and Horticultural sectors in Kenya 
 
11.1 Construction 

In the last four years there has been rapid expansion in construction activities all over Kenya. 

This is as a result of the growing economy and the government’s commitment in improving 

infrastructure and especially roads. Construction industry is very important for the Kenyan 

economy as it accounts for 5% of the country’s GDP, and employs about 1 million people with 

an estimated annual wage bill of Sh3.2 billion. 

According to recent findings by Kenya National Bureau of Statistics (KNBS), Kenya’s economy 

grew by 4.9% in the first quarter of 2011 thanks to the improved productivity in the construction 

industry. KNBS reported that the industry contributed Sh12.6 billion to the Kenya’s GDP in Q1 

2011 boosted by the large road infrastructure projects currently under way across the county. 

This rapid expansion is witnessed by the high increase of cement consumption which is a key 

indicator of the sector as shown in the Table below. Consumption rose to 951.7 million tons in 

3rd quarter 2010 up from 835.9 million tons consumed in the same period in 2009 The sector 

recorded a growth of 14.6 per cent in the third quarter of 2010 compared to a growth of 2.4 per 

cent over the same period in 2009.1

Table 12: Cement Production and Consumption in tons 

 As a result of the rapidly expanding population, the industry 

is expected to grow further as investors rush to meet rising demand for housing. 

                                                 
1 http://www.knbs.or.ke/news/gdp32010.pdf 

http://www.knbs.or.ke/news/gdp32010.pdf�
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 2008 2009 2010 

Q1 578,929 461,484 764,972592,530 

   

840,834 649,619 

Q2 710,665 569,098 819,296 672,411 872,966 764,571 

Q3 792,116 625,606 835,975 689,246 951,787 785,857 

Source: http://www.knbs.or.ke/news/gdp32010.pdf 

The construction industry in Kenya has attracted different investors especially with the ever 

improving government policies in promoting good infrastructure. As we saw earlier on, both 

China and the EU channel most of their ODA to infrastructure and especially road construction. 

Before I showcase how the Chinese, EU and the locals companies have been competing in the 

road sector let me first present a brief on Kenyan roads.  

 

Classified Road Network. 

Kenya has a road network of about 177,800 km out of which only 63,575 km is classified. The 

classified road network has increased from 41,800 km at independence to 63,575 km today, a 

development rate of less than 600 km per annum. During the same period, the paved road length 

grew from 1,811 km to 9,273 km. It is presently estimated that about 70% (44,100 km) of the 

classified road network is in good condition and is maintainable while the remaining 30% 

(18,900 km) requires rehabilitation or reconstruction.  

Table below gives a summary of classified road network in Kenya. 

 

 

Table 13: Classified Road Network 

Road class Premix Length by Surface Type (km) Total 

Surface 

dressing 

Gravel Earth 

International Trunk 

Roads (A) 

1,244.91 1,563.81 715.11 94.48 3,618.31 

National Roads (B) 350.21 1,166.26 819.29 346.14 2,681.90 

Primary Roads (C) 642.89 2,198.16 3,601.64 1,552.90 7,995.59 

Secondary Roads 76.63 1,183.10 5,701.93 4,087.73 11,049.39 

http://www.knbs.or.ke/news/gdp32010.pdf�
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(D) 

Minor Roads (E) 165.81 542.04 8,215.89 17,982.57 26,906.31 

Special Purpose 

Roads 

24.88 114.63 4,929.69 6,253.78 11,322.98 

All classes 2,505.33 6,768 23,983.55 30,317.60 63,574.4 

 

• International Trunk (Class A) Roads - Class A roads comprise of international trunk 

roads linking centres of international importance and crossing international boundaries or 

terminating at international ports e.g. Mombasa International Harbour. There are seven 

(7) defined roads comprising of 3,755 km of which 2,886 km are paved and 869 km 

unpaved as shown in table appendix 3. 

 

• National Roads Class B - Class B roads are national trunk roads, originally defined as 

linking nationally important centres, but more recently re-interpreted as linking 

provincial headquarters and other important centres to the capital, to each other or to the 

international road network. The national trunk road network comprises of 10 defined 

links (as shown in appendix 3), totalling 2,799 km of which 1,339 km are paved. 

 

• Primary (Class C) Roads - Class C primary roads were originally defined as linking 

provincially important centres to each other or higher class roads; this has been 

reinterpreted more recently to mean linking district headquarters to each other and higher 

level roads or centres. 

 

• Secondary (Class D) Roads - Class D secondary roads are defined as linking locally 

important centres to each other or a more important centre or higher class roads. The 

database includes 313 links, comprising of 11,049 km divided into 717 sections. They are 

numbered sequentially with few gaps from D201 to D590 in a broadly clockwise 

direction by district, starting in the south-west. About 10% are paved. The average link 

length is about 35 km. These roads range from 2 km to 308 km. 
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• Minor (Class E) Roads - Class E minor roads are defined as any link to minor (or local) 

centre in the rural areas. These centres are not further defined. The database lists 1,423 

individual links, comprising of 26,903 km into 2,338 sections. About 3% (750 km) are 

paved. They are numbered mainly in the range from E101 to E2000 with many gaps in 

the sequence. The numbering, however, generally follows a district by district sequence, 

starting in the south-west. The average link length is 11.5 km, individual links range from 

less than 2 km to 400 km in length. 

 

• Special Purpose (SP) Roads - Class SP roads comprise various types of special purpose 

roads under the jurisdiction of various Government departments and parastatals. The 

Database contains 11,327 km of such roads, divided into some 1,920 links and 2,300 

sections. They were mostly developed to promote specific sectoral programmes and 

assigned classes and numbers on ad hoc basis, as a way of supplementing existing 

classification system. These types of roads are shown in appendix 3. 

 

China vs Local 

Chinese investment in Kenyan roads began in 2006 and has resulted in the rehabilitation or 

construction of approximately 905.4 KMs of road at an estimated cost of € 316 million. Chinese 

construction companies are known to bring lower prices for road construction and stiff 

competition for the local construction industry in Kenya. The main reason why the locals have 

found themselves unable to out compete Chinese firm is the fact that firstly Chinese firms have 

access to finance through their government Bank Exim and secondly, Chinese tie aid to its own 

firms thus re investing in its own people by offering skilled jobs to themselves and unskilled jobs 

to the locals therefore no development is pursued for local construction industry and in such a 

case, human capital development is denied for Kenyans.  

 

Kenyan construction companies are also faulted for lack of skilled engineers the reason being 

most of the trained engineers especially between the years 2001-2005 when the EU froze aid to 

Kenya and all infrastructure development stalled, were rendered un employed and forced to leave 

the country in search of better opportunities abroad.  
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Chinese firms have in the past few years won more than half of tenders in the country’s major 

road expansion programmes locking out local builders from the lucrative contracts. (Njihia 

:2011) this however has not been received kindly by the local contractors who have protested on 

the dominance of Chinese road contractors and blame the government for giving too tough 

conditions during the tendering of road construction projects. However Prime Minister Raila 

Odinga defended the government’s decision stating that the tenders were awarded to the Chinese 

because they are filling the vacuum left by cowboy contractors. He said ´´the government has for 

long been held hostage by rogue contractors whose main agenda is to fleece taxpayers´´. He 

continued by saying “Cowboy contractors established cartels during the Moi regime and 

succeeded in ripping off the government and defrauding taxpayers, While the first regime of 

President Jomo Kenyatta had promoted local contractors, the second one promoted illegal 

commission agents and cowboy contractors”. 

 

In the last three years four out of six expensive projects being carried out in Kenya are 

undertaken by the Chinese. These four projects are said to account for 20% of spending on road 

development since 2005. The table below shows the four companies in the order of their ranks.  

 

Table 14: order of ranking in expenses for the road project 2005-2007 

Ranking in expenses 

for all road projects 

2005-2007 

Chinese company Company name Expected cost Kenyan 

shillings. 

1 YES China Wu Yi 3,484,554,918 

2 NO Maltauro-monteadriano 3,780,519,355 

3 YES sinohydro 4,236,198,772 

4 NO Sogea Satom 4,604,867,491 

5 YES China Wu Yi 4,875,409,271 

6 YES Covec 6,208,685,235 

 

Source: http://dspace.mit.edu 

 

 

 

http://www.constructionkenya.com/1756/chinese-firms-beat-kenyan-ones-on-projects/�
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China- EU 

Kenya official’s states categorically even though Chinese contractors charged less, there were no 

differences between their roads and the roads produced by the western competitors. 

According to the China Road and Bridge Company (CRBC) some ways they cut costs to outbid 

their western companies is  

• Lowering cost of skilled Chinese labor compared to European firms giving high wages.  

• The Chinese workers are able to help monitor theft and the productivity of workers, 

therefore ensuring progress and efficiency.  

• Chinese also allow workers one weekend a month while their western counterparts give 

workers very weekend off.  

• This has helped CRBC meet important deadlines and sometimes deliver even before the 

agreed duration of the project. 

The difference in the way the EU carry out the project is that unlike China, European 

Commission (EC) does not award most of its road contracts to European companies but rather 

work in partnership with local construction companies through the government thus giving 

opportunities for the skilled workers to prove their expertise. 

As the Chinese out-competes both the local and EU firms in the tendering process of major road 

construction, the EU has shifted its strategy to the rural areas as I earlier discussed under EU 

Kenya investments with an aim of boosting agricultural production which covers their overall 

objective of poverty reduction.  

 

I discussed also that  in cases where the  EU have to invest in much longer stretches of road they 

tend to coincide with projects undertaken by Chinese firms thus creating a conflict of interest and 

logistic problems therefore in such cases they are forced to work closely on same project with the 

Chinese firms though on different sections ; such an example is What is termed as A2 road 

stretch ( refer to appendix 4) where the EU was in charge of the Merille/Marsabit section and the 

Chinese on the Isiolo/Moyale route, The same goes for the A109 road ( refer to appendix 4), the 

Chinese constructing from Mtito-Andei/Mombasa and the EU from Sultan Hamud/Mtito-Andei. 

As the government continues to approve spending for road construction and other infrastructural 

development projects, In particular construction projects at the County level, which are aimed to 

facilitate operations of the devolved government (as per the new constitution) will spur growth 

http://www.constructionkenya.com/929/kenya-launches-bypass-road-construction-project/�
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throughout the country. It has led to the growth of other related industries positioning themselves 

to full benefit from the sector. Some of these industries are those producing road construction 

equipments, and building materials like cement, iron sheets etc. 

11.2 Horticulture industry 
 
Horticulture industry is the fastest growing agricultural subsector in Kenya and is ranked third in 

terms of foreign exchange earnings from exports after tourism and tea. The sub-sector generates  

over US$ 300 million in foreign exchange earnings. The total horticultural production is close to 

3 million tons making Kenya one of the major producers and exporters of horticultural products 

in the world. Horticulture is dominated by Fruits, vegetable and cut flower production for both 

domestic and export markets. (Appendix 6: Range of Horticultural products from Kenya). 

The tremendous performance of the horticulture sub-sector presents an ideal investment 

opportunity for potential investors with a range of investment opportunities available and with 

ready markets for their produce. Europe is the main market for Kenyan fresh horticultural 

produce. Kenya’s horticultural export expansion has also been aided by the country’s preferential 

duty-free access to EU markets under the Lome Agreement. 

 

The Horticultural Crops Development Authority (HCDA) is a parastatals established by the 

Government under the Agricultural Act 1967 with the aim of developing and regulating the 

horticultural industry. Horticultural products are marketed to diverse international markets by 

private sector with minimal government intervention. The government supports mainly by 

facilitating the sectoral growth through infrastructure development, incentives and support 

services. Structural and macroeconomic reforms  

 

cut flower 

Trade in cut flowers has become an important segment of international trade in horticultural 

products. Flowers form a major part and account for about half of Kenya’s fresh horticultural 

exports. The cut flower industry provides direct employment to an estimated 50,000 Kenyans 

with a further 70,000 employed in related industries. The Kenyan flower industry is expanding, 

with roses continuing to dominate the export market with sales up from 24.6 million kilograms in 

1999 to 28.4 million kg in 2003, a 15% increase. (Export Processing Zones Authority :2005)   
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The major flower varieties grown and exported from Kenya are roses, carnations, statice, 

cutfoliage, carthhamus, solidaster/solidago, chrysanthemums, arabicum, trelizia, rudbeckia, 

gypsophilia, lilies, molucella, erynngium and tuberoses. The main export season is October to 

May. Some cut  flowers are also sold locally mainly in urban centres of Nairobi and Mombasa by 

street vendors and floriculture shops in high/medium class shopping centres.  

 

Kenya is currently ranked the largest supplier of cut flowers to the EU. Currently there are more 

than 60 companies dealing in fresh vegetables, fruits and cut flowers both for export and 

domestic consumption. (Appendix 7: List of vegetable & fruit companies and their locations) 

(Appendix 8:List of cut flower companies and their locations). Through Fresh Produce Exporters 

Associations of Kenya (FPEAK), the companies assist each other in both technical and 

marketing aspects of the industry.  The Flower Council of Kenya (KFC) is another members’ 

body that supports and lobbies for particularly the flower growers and exporter. Kenya exports 

65% of its cut flowers to the Netherlands, 25% to the United Kingdom, 7% to Germany, and 2% 

to France.  

 

 

Figure 5: Share of Kenyan cut flower exports to Europe, 2003 
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Source: Market Intelligence, 2004 
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Netherlands dominates the trade in cut flowers worldwide through its auction halls where Dutch 

wholesalers buy flowers for re-export to markets as far away as the United States and Japan. 

Local challenges in market accessibility 

Export rules and regulations to the EU where import regulations have continued to get more 

stringent poses a challenge. For instance, in the recent past, the European market has revised its 

requirements on maximum residue levels to an analytical zero level to safeguard their consumers 

and the environment. Food safety standards in Europe, with emphases on traceability and process 

standards, have become more strict since January 2005 under EUROPGAP, implying even 

higher barriers to smallholder participation.  

 

A number of issues have great impact on the flower industry. For instance, the importance of 

sustaining quality products, assortment, availability, capital, competition, pest and disease 

management have been addressed widely by many experts. Four key issues that need to be 

addressed adequately are: the environmental and health challenge; development of home market, 

high production and delivery cost and the rising consumer demands 

 

Kenya is facing stiff competition in the EU market from the US, Israel, South Africa, Columbia, 

and Mexico.  Large exporters and growers are replacing the traditional smallholder operations 

that have supplied export markets. (American for society for horticulture Science :2005) 

 

Competition from China 

The Chinese floriculture industry started in 1984. In 1996 a total acreage of 3,000 ha was put 

under cultivation with a yield of 1.09 billion stems (Yang et al., 1998). Due to the growth of the 

economy, in 2005, production in mainland China reached 600,000 ha with 28,600 ha in 

greenhouses. China has the potential to become the largest world producer of flowers in the near 

future because of the large investment directed in the industry by the government, excellent 

infrastructure, the existence of diverse unexploited flower plants and favorable production 

factors. It has the largest potential market in the world and flower consumption is expected to 

increase as the economy grows Like China, Kenya should focus on research so as to improve on 

its local varieties, strive to develop the home market, be innovative and become a self-bearing 

industry. (Abu Kargbo :2010) 
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The new trend shows the cost of production is increasing while the overall consumption is 

declining. Therefore, there is need to shift more attention to consumption oriented approaches. 

Quality, cost and diversity of products will be determinants for survival in the industry. 

Consumer demand for fair traded flowers shall take a front stage. Good production practices, 

competitive advantages and strategic behavior will determine the sustainability of the industry. 

 
 
In the next chapter I will focus on the theoretical framework drawing from Dunning and 
Matthews. 
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8. Theoretical framework drawing from Dunning and Matthews to explain chapter 6 and 7. 
  
 

 

     

 

 

 

 

     

 

 

 

 

 

 

 
 
Source: the author 
 
From the framework above it is possible to analyse how FDI has affected the practise of SBR in 

Kenya drawing my arguments from Dunning and Mathew’s models. Much focus has been put 

towards the achievement of vision 2030 by the Kenyan government. This has prompted them to 

seek FDI and Development Aid in order to achieve this goal. Privatization and liberalization 

therefore was inevitable a move that opened up Kenyan economy for foreign firms who 

constitute the main source of FDI. From the construction case study we saw that unlike the EU, 
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Chinese investors command a greater internalization advantage since they invest through their 

firms directly rather than joint ventures or licensing. They also carry out skilled work, leaving 

the unskilled jobs to the locals. Apart from job creation, Chinese and EU engagement in FDI to 

Kenya has resulted in rapid infrastructure development, increase in trade and development which 

are key elements that lead to economic growth and poverty reduction. 

Location also was a factor considered by Dunning as one of the advantages for foreign investors. 

Kenya is strategically placed with Low wage costs, special taxes, and the existence of raw 

materials. 

On the local level, through privatization of state owned companies and parastatals, SBR was 

enhanced since the private sector became part and parcel of the developmental agenda. The SBR 

relationship has led to the rise of several PPP projects. This initiative has enabled the private 

players to carry out check and balances especially on policies by the governments, advocate for 

better and efficient services and call for the strengthening of institutions with an overall objective 

of promoting good governance and good business practises.  

Mathews LLL model is also evident in this case. As Chinese construction firms are making 

inroads to Kenya, the other SMEs from china especially manufacturing companies are leveraging 

on the lessons already learnt. Linkages have also been created, with the boom on construction 

activities; many industries have also recorded high sales for building materials, and other related 

products. My model LLP is the one that can explain clearly the scenario since the investments in 

Kenya through FDI has increased due to the change of Policy and the way business is carried out 

in the country. Kibaki shifting his foreign affairs policy towards the East was one of the factors 

that led to this growth in infrastructural development and ofcourse policy changes within the 

country added to this success.  

9. Compliance international law focus on china 

Koskenniemi is one of the scholars who use critical legal theory to analyse the international law. 

He focuses on the need for a duality of normativity and concreteness in international law, as he 

questions the objectivity of law. He argues that legal scholarship must integrate the interplay of 

normative rules and concrete processes, and that a doctrine with too much concreteness loses its 

normative nature and ends up in descriptive apology. However, a truly normative doctrine 

creates a gap between itself and state practice in a manner that questions the objectivity of the 

method used to verify its norms. It thus ends up in indemonstrable utopias.  
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He maintains that international law is useless for justifying or criticizing international behavior. 

It is over legitimizing, because it can be invoked to justify any behavior (apologism) and under 

legitimizing, because it is incapable of providing convincing arguments on the legitimacy of any 

state practices (utopianism). To avoid apologism, it must be contended that international law 

binds states, regardless of their behavior. To avoid utopianism, the content of the law must be 

established so that it corresponds to state practice, will and interest.  

 

Lassa Oppenheim stated that ”If states consent to submit themselves to a rule of international 

law, they are bound by such a rule to the same extent and degree as subjects are bound by rules 

of municipal law of their state.” Oppenheim writes of the rules of politeness, convenience and 

goodwill observed by states in their mutual intercourse without being legally bound by them. He 

continues by saying particular rules of comity, maintained over a long period, may develop into 

rules of customary law. Even though the positivist argument is solely about the nature of law as a 

human institution and that they do not endorse laws of any particular content, they view that 

valid law is always to be obeyed by citizens or applied by judges. On the other hand aaccording 

to Ian Brownlie, international comity (comitas gentium,) on one hand cannot be related to 

morality but nevertheless it cannot be distinguished from it. He asserts that consideration of 

humanity may depend on the subjective appreciation of the judge, but more objectively, they 

may be related to human values already protected by positive legal principles which, taken 

together, reveal certain criteria of public policy. 

 

Bearing in mind the arguments by Oppenheim and Brownlie and the fact that positivists believe 

that law in many instances provides reasonably determinate guidance to its subjects, and to 

judges, at least in trial courts. From the legal positivist perspective, China is somehow legally 

bound for not adhering to anti corruption and human rights measures while operating in Africa. 

But as Mushkat suggests, ``The attempts to place Chinese adherence to international law in a 

wider context apparently reflect residual concerns about the motives and quality of commitments 

of a former “rogue” State which is rapidly evolving into a global power, having already achieved 

a prominent regional status´´ (Mushkat 2011).  

 

The question is then can China be trusted to do abide fully given their track record on the same?  
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Chinese presence in Kenya has been met with a lot of criticism especially by the West accusing 

them of not upholding good business practices. According to the Leaked US diplomatic cables, 

dubbed Chinese Engagement in Kenya, it described Chinese firms as using bribes, cut-throat 

pricing strategies and coercion through senior government officials to win lucrative deals in the 

construction sector. The Chinese firms operating in different countries are known to easily adjust 

to the systems and institutional requirements in those particular host countries. When they are 

not demanded to adhere to good governance, they proceed with their business as usual upholding 

their non interference policy.  

 

It is difficult to use hard law in a soft law area because by nature corruption is legally binding 

meaning it is a hard law, but the code of ethics by nature are soft laws. Some civil servants 

mandated to run Kenya institutions have difficulty to uphold these ethics thus unable to take 

tough measures whenever investors offer bribery. In the next chapter I will elaborate what is 

meant by soft and hard law and how the two inter play as far SBR and FDI are concerned. 

 
9.1 Soft Law vs. Hard Law 
 
9.1.1 Soft Law 

Soft law is defined as non-binding in character but still has a legal relevance in international 

regulations. Examples of this are international plans of action and codes of conduct. It is often 

easier to get acceptance from the diverse actors in negotiation when there is talk about soft law; 

this is considerably harder to get when trying to implement hard law. For once a domestic 

ratification is not required when there is talk about a soft law adaptation and compliance which is 

often a very difficult matter is not as central. Furthermore the greater flexibility in soft law 

makes it easier to comply with. The danger is that it will be interpreted and implemented in 

different ways. Sometimes soft law paves the way for the development of hard law within the 

same issue area by setting the norms for the hard law that might be pushed for.   

According to David Kennedy “regardless of the normativity objection to the international 

recognition of soft law principles, the role of international organisation and of non-governmental 

organisations has gained importance in the formulation of international norms. Further, it is 

undeniable that soft law instruments have a preferred legislative approach in the international 
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community. The factors that explain the exponential growth of soft law instruments in modern 

international law must be considered” (Weston:2006).  

Soft law provides the framework for how a hard law would look like if negotiators on creating 

hard law on the soft law issues should commence. Implementation of soft law norms into hard 

law institutions will most likely improve the importance of those norms. But at the same time as 

we saw with the example above soft law often only turns into hard law when there are several 

additional factors pushing for negotiation of a hard law transformation. This can be factors such 

as that the soft law norm aligns with other important policies, or that there is great scientific 

evidence behind the soft law to back the possibility to create binding rules. Supranational 

regimes such as the European Union and the United Nations have forerunners in promoting the 

good governance issues which denote soft law. Therefore soft law is guiding, and in international 

law indeed, often serves as proto-law. 

 
9.1.2 Hard law 
Hard law is legally binding and the interpretation and implementation of the law is often 

delegated to a third party. These often require long time thorough negotiations and are 

scrutinized into depth by all the actors in the process of implementing the hard law. An 

agreement on a hard law shows credible commitment to the law by the actors, and that they are 

intending to follow the rule agreed upon. Hard law is often accompanied by clearly defined 

procedures and papers on how to implement the law. What are really important factors in 

effective international governance is that there are strong norms underpinning the regulation 

(whether hard or soft) and that the implementation process is handled in a serious matter. 

International institutions can be very effective if they are successful in shaping the norms and 

behaviour of the significant actors (Snidal :2000). 

 

Some see soft law as a step toward harder legalization, which reflects tradeoffs. For states this is 

often the tradeoffs between the power of hard law legislation and the loss of sovereignty. 

Generally they want hard law that reflect their interests and values, but this often collides with 

those of other actors. When problems like these emerge, soft legalization helps balance 

competing considerations and offers a compromise. It also helps actors accommodate power 

differentials (ibid). They claim that there is no inherent or necessary connection between 
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the validity conditions of law and ethics or morality. In legal positivism, the law is seen as being 

conceptually separate from moral and ethical values, and it simply sees the law as being posited 

by lawmakers, who are humans. Under the current hard international law, businesses being non 

state actors are duty bearers in relation to corrupt practises.  

 
9.2 Global prohibition regimes and its effectiveness  according to Getz and Nadelmann 
 

There is an emerging global consensus on various issues that are considered morally acceptable 

and are of benefit to humans. Some have emerged stronger by becoming powerful norms while 

others are increasingly gaining power and acknowledgement as they are adopted and obeyed by 

many countries. Some of the most powerful global norms include acts against; prostitution, 

trafficking hijacking, counterfeiting national currencies, slavery and piracy. (Nadelmann:2009). 

Those that are increasingly becoming powerful include those that are against; killing Wales, 

elephants and other endangered species. Others like development of chemical weapons which 

can bring great destruction to mankind and property have forced several powerful governments 

in the world to cooperate and act swiftly against such moves. An example is when US led its 

allies through the UN Security Council in condemning the move by the Iranian government to 

develop and activate nuclear plant.  

Nadelmann notes that norms that evolve into global prohibition regimes have two features;  

• They mirror criminal laws of states 

• Target criminal activities transcending borders.  

It is only crimes that evidently show a strong transnational dimension that have made it in 

becoming international prohibition regime. According to Nadelmann even though some of the 

crimes committed like rape and incest are criminalized in all states, they have not emerged as 

international prohibition regime due to the fact that unlike human trafficking they lack the 

potentiality of transcending borders. This leads us then to the question of how then does a global 

prohibition regime evolve? 

 

Despite the fact that a regime can be formed on a global level, Nadelmann is quick to note that 

unless countries act unilaterally they are bound to fail in achieving that goal due to lack of 

sufficient resources to pursue criminals and their activities across borders, and the unwillingness 

http://en.wikipedia.org/wiki/Ethics�
http://en.wikipedia.org/wiki/Morality�
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by others to corporate in cases of investigations. To make the prohibition regime more effective 

and the relevant actors to comply, some element of standardization in terms of cooperation 

among them has to transpire (ibid: 481). In this context, effectiveness and compliance are 

defined as follows; the former as the extent to which regime objectives are achieved and the 

latter, the extent to which targeted actors abide by regime expectations (Chayes & Chayes, 

1993), effectiveness is enhanced through enforcement or if the worst has to happen is the use of 

sanctions to penalize noncompliance (Getz :2006). A cooperative approach that focuses on 

reducing the obstacles to compliance will in no doubt promote effectiveness of the regime. 

However, when the incentives to defect are high, effectiveness will depend on the kind of 

approach that will be taken as far as enforcement is concerned (ibid). 

 
9.3 Hypocrisy undermining the global prohibition regime progress. 
 

First and foremost anti corruption as a global prohibition regime is composed of broadly 

accepted norms, some of which are codified in formal agreements. ``It is an accepted norm of 

international relations, and increasingly of international law, that the involvement of public and 

private actors in corrupt activities should be prohibited ´´ (Nichols, 2000). Much focus is also on 

the business sector especially the hardly hit construction sector which has proved to be 

vulnerable to corrupt activities. The concept of organised hypocrisy on the other hand has 

recently evolved emphasising norms difficult for businesses to follow like the ones put across by 

the anti corruption crusaders. Indeed, corruption undermines economic development by 

generating considerable distortions and inefficiency. This has been the case in Kenya and 

especially during the Moi regime as we earlier analysed. The norms put forward by anti 

corruption crusaders are not necessarily consistent with interests of the businesses in question. 

Therefore, the rational actors working for the businesses will not, according to the theory of 

organised hypocrisy, act in consistency with the norms puts forth and agreed internationally thus 

undermining the efforts of the formation of global prohibition regime on anti corruption. In other 

terms, these actors will not behave appropriately.  

 
10. Policy structures of protecting Kenya & EU firms against China 
          
Investments especially FDI is a very vital part of the economic growth of Kenya and the 

realization of vision 2030; therefore the government’s commitment to protect investors’ interest 
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is a top priority. Under the legal framework for FDI in Kenya which is provided by the 

Companies Ordinance (chapter 486), the Partnership Act (chapters 20 and 30) and the Foreign 

Investment Protection Act, foreign investors have their investments protected even in times of 

political turmoil. Kenya is also a signatory to the Paris Convention for the Protection of 

Industrial Property of 20 March 1883, which has since been amended and revised. 

 

Apart from the legal backing, Kenya does not discriminate against foreign investors, and the 

investment environment is mostly based on a sound principles. Companies can also enjoy the 

repatriation of profits which is unrestricted.  

 

To protect the EU firms especially from the increasing influence of China, the Kenyan 

government has gone ahead to enhance the bilateral agreement and adhering to the policies 

already in place for mutual gains. The government understands that EU is still the biggest trade 

partner and it will be in its advantage to maintain the good relations. An example of such a 

commitment is the partnership agreement between the Members of the African, Caribbean and 

Pacific Group of States of the one Part, and the European Community and its Member States, of 

the Other Part, Signed in Cotonou, Benin on 23 June 2000. Both parties have committed 

themselves to promote the economic, cultural and social development of the ACP states as well 

as to a stable and democratic political environment. Incase matters arise as far as the relation 

between the EU investors and the government arises, Kenya is also a member of the Convention 

on the Settlement of Investment Disputes Between States and Nationals of Other States of 18 

March 1965 which entered into force on 14 October 1966. 

 

To protect Kenya firms and especially from the Chinese, the government exempted the 

requirement for obtaining an investment certificate and the minimum capital that it had 

introduced as a mandatory requirement for all investors willing to invest in the country. The 

move was mainly meant to give priority to national private sector development and to protect 

small national businesses in certain sensitive areas, and to ensure that the entitlement to work 

permits for foreigners granted as an incentive to holders of Investment Certificate is not abused 

to illegitimately bring in foreign workers. (UNCTAD, 2005). Apart from these initiative  nothing 

much from the government side is being done to protect local firms from foreign firms, this is 
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due to the fact that the demand for FDI in Kenya is still very high and there has been a lot of 

cases on dumping of manufactured goods especially from China killing the local industries. 

 

Conclusion 
 

MNEs from the West still command a formidable presence in the continent as compared to their 

Chinese counterparts who of late have been increasing their interest in the continent thus 

attracting attention worldwide. About 90% of the stock of FDI in Africa still originates from 

Northern companies, especially those from the EU and the USA. For the last decade in Kenya 

however, China has tremendously boosted its economic development and especially in the 

construction sector. Chinese interest in Kenya is not necessarily for its natural resources since the 

country’s oil and gas stocks which are the main attraction for the Chinese firms are quite low but 

what makes China most interested in Kenya is its unique position in the region. Kenya acts as a 

gateway to the other resource rich countries like Southern Sudan, coupled with its competitive 

advantages in terms of human resource and efficient port of Mombasa. China is also keen on the 

future potential of Kenya’s manufacturing sector. 

 

China FDI both inward and outward has grown tremendously over the years driven by the 

Chinese high economic growth and Chinese government’s commitment to hugely support its 

firms financially and encourage investment abroad with a view to improving efficiency, and a 

plan seeking to stimulate African demand for Chinese goods by investing heavily in key 

infrastructures such as road networks like what they are currently doing in Kenya. Unlike EU, 

China has been more than cautious about validating a “one-size-fits-all” development strategy 

for Africa. This attitude has opened the door slightly for certain African countries to choose their 

future path.  

The unique thing about the MNE theory and especially the OLI model is that, a consensus has 

never been reached by scholars and academician on whether is it the sole model that can best 

describe how MNEs should approach their internationalization strategy. This is mainly due to the 

fact that MNEs operate in different dynamic environments. Following the analysis made there is 

no doubt that Dunnings model has been chosen by the Chinese in operating in Kenya since they 

exibit the ownership , internalization and location advantage of which they are aware Kenya is 

strategically placed in the east and central regions of Africa. The EU in other hand encourages 
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learning and linkages which are elements in the Matthews model. Following the two case study I 

realised Policy plays a major role even with the right institutions in place without the right 

policies investments cannot fulfill their ultimate potentials thus the model LLP.  

 

We have seen the importance SBR as far as the Kenyan Economic growth is concerned. First  it 

will help in the realization of the vision 2030, provide check and balances to foresee that policies 

set out by the government are in consistent with their commitment to promote the private sector, 

that information sharing between the public and the private sectors are regular so as the needs of 

both the government and the private sector are met, provide effective policy advocacy thus 

minimizing costs that might be incurred with risky endeavors thus lowering their productivity 

levels, and finally SBR in Kenya will help in coordination functions whereby the unemployed 

especially the youths can gain skills from government institutions.   

 

When we compared how SBR was conducted by the two regimes, it was evident that Kibaki 

regime did a lot more compared to the Moi regime. Kibaki was able initiate a bunch of policies 

that saw the liberalization of some of the major companies and parastatals in Kenya. He gave the 

Privatization Act No. 2 of 2005 a Presidential Assent on 13th October 2005, and the Public 

Procurement and Disposal Act; No 3 of 2005 was assented on 26th October 2005. During the 

Moi regime public and private sector could not be clearly seen as independent to each other 

which made it difficult for workers union to organise and raise voice for fear of intimidation by 

the regime. It is during Kibaki regime that organisations like KEPSA and COTU became more 

vocal due to the democratic space without the fear of intimidation, and peaceful demonstration 

has now been declared as a right in the new constitution.  

 

One thing that slows down the economic gains achieved in Kenya is corruption. Corruption has 

been a major hindrance to the Kenyan economic development. It has generated considerable 

distortions and inefficiency in the country. The two regimes have hugely been involved in 

corrupt practices that have seen millions of shillings being fleeced from the government coffers 

thus forcing international donors to freeze funds and to some extent shun away from already 

established programmes like the free primary education. 
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Chinese corporations’ competitive position in the last decade has been ranked higher than those 

of the EU. This is due to the fact that when NARC government took over in 2003 the foreign 

policy especially on trade mainly focused on China, and the need to promote major investments 

in the country fostered a good relation between the two countries. China admiration was due to 

its ability to deliver on time with low cost winning the confidence of the government as 

compared to projects from the west which mainly come in terms of tied aid. 

 

Increase in Chinese presence has hampered the development of local firms, however to protect 

Kenya firms, the government exempted the requirement for obtaining an investment certificate 

and the minimum capital that it had introduced as a mandatory requirement for all investors 

willing to invest in the country.This is a move that seemed to give incentives to the Kenyan 

entrepreneurs. The EU firms also are protected by policies and trade agreements that give them 

an upper had since they remain as the biggest investors in the country.  

 

From the interviews conducted by Jason and John it was clear that there is no doubt Kenya is 

gaining from both the EU and Chinese presence in the country. It has proved beneficial for the 

government to maintain both of them since the Chinese concentrate on major infrastructure 

projects in the urban area while, the EU has shifted its focus on rural infrastructure including 

supporting health facilities with an aim of reducing poverty. In case of competition between the 

two Kenya still benefits largely. 

 

Unlike EU, Chinese track record in terms of upholding good business practises is questionable. It 

has been accused of engaging in corrupt activities. Sure the Chinese have much to learn 

particularly in relation to international human rights and anti corruption initiatives and standards. 

The major challenges faced by the local firms especially in the Construction and horticultural 

sectors as we saw in the cases is lack of enough policies by the government to protect their 

interests and lack of resources to empower them. The government has criticized the locals for 

their shoddy job in the construction of roads in the past and mismanagement of government 

funds. We saw horticulture is ran by private sector with less government support.EU firms also 

have faced stiff competition from Chinese firms and since they cannot compel Chinese firms 

operating in Kenya to join the Kenya Joint-Assistance Strategy initiative their hands are tied in 
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determining how they offer their assistance.  Chinese major challenge is the language barrier and 

in some instance local employees felt badly treated due to misunderstandings. 

 

Last but not least the less competitive local firms should compel the government adopt policies 

advocating for joint ventures with the Chinese firms establishing in the Country like is done in 

Arab countries. This will help them in building their competencies in the field and with time they 

will have enough experience for big projects and bid competitively for such projects in the past. 

As for the EU a race to the bottom in terms of policies will be inevitable since the tied aid policy 

is not working for their best interest. Shifting strategy to the rural area was a smart move but 

only for a short term. They need also to compel the government to adhere to its commitment on 

good governance and  anti corruption and shun away from operating with firms that have a bad 

record on good business practices this will give them an upper hand. 
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Appendices 
 
Appendix 1 KENYA IMPORT/EXPORT TRADE STATISTICS WITH CHINA 
Top Ten Exports (2007) 
 
SITC SHORT VALUE IN KSHS 
 
288 Non-ferrous base metal waste and scrap, 
n.e.s.     
074 Tea and mate                                                           
 
265  Vegetable textile fibres (other than cotton  
        and jute, raw or processed but not                          
        spun; waste of these fibres 
 
682 Copper                                                                     
 
611 Leather                                                                     
 
292 Crude vegetable materials, n.e.s.                               
 
264 Jute and other textile bast fibres, n.e.s.,  
       raw or processed but not spun; tow                            
      and waste of these fibres (including  
      yarn waste and garnetted stock) 
 
516 Other organic chemicals                                            
 
034 Fish, fresh (live or dead), chilled or frozen               
 
268 Wool and other animal hair (including 
wool tops)  
 

354,350,451.00 
 
169,875,335.00 
 
127,880,023.00 
 
 
 
116,213,766.00 
 
104,710,536.00 
 
78,595,482.00 
 
 
73,486,058.00 
 
 
 
66,876,820.00 
 
47,812,754.00 
 
39,597,870.00 

 
 
Top Ten Imports (2007) 
SITC SHORT VALUE IN KSHS 
 
764 Telecommunications equipment,  
        n.e.s.,  and parts, n.e.s., and accessories                                            
       of apparatus falling within division 76 
 
782 Motor vehicles for the transport of goods  
      and special purpose motor                                                
 
778 Electrical machinery and apparatus, n.e.s.                       
 

2,584,618,826.00 
 
 
 
1,496,934,322.00 
 
 
1,455,708,053.00 
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652 Cotton fabrics, woven  
     (not including narrow or special fabrics )                                                                 
 
653 Fabrics, woven, of man-made  
      textile materials (not including narrow 
     or special fabrics) 
 
891 Arms and ammunition                                                       
 
783 Road motor vehicles, n.e.s.                                                
 
752 Automatic data proccessing machines  
    and units thereof; magnetic or                                                                           
optical readers, machines for transcribing data 
onto data media in codedform and machines 
for processing such data, n.e 
 
625 Rubber tyres, interchangeable  
       tyre treads,  tyre flaps and inner tubes,  
      for wheels of all kinds 
 
655 Knitted or crocheted fabrics 
  (including  tubular knit fabrics, n.e.s., pile                                                                       
  fabrics and open-work fabrics), n.e.s. 
 
 

 
1,442,060,866.00 
 
 
1,341,009,969.00 
 
 
1,312,785,212.00 
 
1,296,889,117.00 
 
 
 
1,218,116,339.00 
 
 
 
 
1,206,137,097.00 
 
 
 
1,062,997,405.00 

 
Appendix 2 KENYA IMPORT/EXPORT TRADE STATISTICS WITH AN EU  
COUNTRY  NEDHERLANDS 
 
Top Ten Exports (2007) 
SITC SHORT VALUE IN KSHS 
 
 
292 Crude vegetable materials, n.e.s.                                          
 
054 Vegetables, fresh, chilled, frozen or  
       simply preserved  (including  
      dried   ,leguminous vegetables);  
      roots, tubers and other edible  
     vegetable products, n.e.s., fresh or dried 
 
034 Fish, fresh (live or dead), chilled or frozen 
   
 
059 Fruit juices (including grape must)  
      and vegetable juices, unfermented and not                                                       

15,516,871,693.00 
 
 
  2,439,552,755.00 
 
 
 
 
 743,849,541.00 
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      containing added spirit, whether or  
      not  containing added sugar or  
     other sweetening matter. 
 
071 Coffee and coffee substitutes                                                     
 
058 Fruit, preserved, and fruit preparations  
      (excluding fruit juices)    
             
121 Tobacco, unmanufactured; tobacco refuse 
             
 
222 Oil seeds and oleaginous fruits of a  
     kind used for the extraction of 'soft' fixed                                                             
    vegetable oils (excluding flours and meals) 
 
057 Fruit and nuts (not including oil nuts) 
       , fresh or dried                 
 
278 Other crude minerals                                                                  
 

675,383,012.00 
 
 
 
668,429,676.00 
 
631,271,624.00 
 
 
259,913,482.00 
 
 
 
258,190,560.00 
 
 
249,623,498.00 
 
 
208,979,749.00 

 
Top ten imports 
SITC SHORT VALUE IN KSHS 
 
292 Crude vegetable materials, n.e.s.                                               
752 Automatic data proccessing machines  
        and units thereof; magnetic  
        or optical readers, machines  
        for transcribing data onto data media  
        in coded form and machines  
      for processing such data, n.e 
 
713 Internal combustion piston engines, and 
parts thereof, n.e.s.   
 
574 Polyacetals, other polyethers and 
      epoxide resins, in primary forms;                                                                            
     polycarbonates, alkyd resins and  
    other polyesters, in primary forms 
 
334 Petroleum oils and oils obtained  
       from  bituminous minerals (other  
       than crude); preparations, n.e.s.  
       containing by weight 70% or more  
      of petroleum oils or of oils obtained  
      from bituminous. 

779,526,598.00 
 
 
752,700,634.00 
 
 
 
 
693,694,717.00 
 
 
 
653,218,776.00 
 
 
 
 
481,733,683.00 
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542 Medicaments (including veterinary 
medicaments)    
 
759 Parts and accessories (other than  
     covers, carrying cases and the like)  
     suitable for use solely or principally 
     with machines falling within groups 
 
726 Printing and bookbinding machinery,  
       and parts thereof              
 
591 Insecticides, rodenticides, fungicides, 
       herbicides, anti-sprouting products  
       and  plant-growth regulators,  
      disinfectants and similar products, put up  
      in forms or packings for retail sale. 
 
513 Carboxylic acids and their anhydrides 
       ,halides, peroxides and peroxyacids;  
       their halogenated, sulphonated, nitrated  
       or nitrosated 
 

 
353,183,834.00 
 
 
 
242,194,700.00 
 
 
 
229,082,943.00 
 
 
 
206,046,802.00 
 
 
 
 
 
199,406,515.00 

 
Appendix 3 Government of Kenya payment to questionable Contracts  
 

Payee Purpose Amount 
(millions) Signatories Date 

signed 

1. Anglo Leasing  Forensic Lab CID  USD54.56  
PS Treasury 
PS-Internal  
Security OP 

16-08-01  

2.Silverson Establishment Security vehicles USD90 
PS-Treasury  
PS-Internal  
Security OP 

16-08-01  

4. Apex 
Finance(addendum 2) Police security USD30  

PS-Treasury  
PS-Internal 
Security OP 

9-02-02 

5. LBA Systems Security-met USD35 PS-Treasury  07-06-02 

6. Apex Finance 
(addendum 3)  Police security USD31.8  

PS-Treasury 
PS-Internal  
Security OP  

14-06-02 

7. Universal Satspace  Satellite services USD28.11  PS-Treasury  
PS-Transport  11-07-02 

8. First Mechantile Police security  USD11.8  PS-Treasury 11-07-02 
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PS-Transport  

9. Apex Finance Corp  Police security  USD12.8 
PS-Treasury 
PS-Internal  
Security OP  

12-07-02  

10. LBA Systems  Prisons security  USD29.7  PS-Treasury 19-11-02 

11. Nedemar  security  USD36.9  PS-Treasury 
PS-Transport  19-11-02 

12. Midland bank  Police security  USD49.65  PS-Treasury  29-05-03 
13. Navigia Capital  Oceanographic vessel  EUR26.6  PS-Treasury 15-07-03  
14. Empressa  Oceanographic vessel  EUR15 PS-Treasury  15-07-03  
15. Euromarine Oceanographic vessel  EUR10.4  PS-Treasury  15-07-03 

16. Infotalent  Police security  EUR59.7  
PS-Treasury  
PS-Internal 
Security OP  

19-11-03 

17. Apex Finance Corp  Police security EUR40  
PS-Treasury 
PS-Internal  
Security OP  

17-12-03  

18.Ciara Systems Inc  Design, maintain satellite 
for NSIS  USD44.56 

PS-Treasury  
Director 
NSIS  

20-01-04 
.  

In a letter dated 21-05-04 Ref: ZZ36/183/02 Oyula had responded to the Governor saying 
"please receive copies of the Minister's authority for contract signature of the list attached. Those 
we don't have at the moment will be forwarded to you as soon as we find them from our files". 
The list was as follows:  

Payee Purpose Amount 
(millions)  Signatories  Date 

signed 

1. LBA Systems  Security-met  USD35  
FST(FST presumably . 
meaning Financial 
Secretary Treasury)  

07-06-
02  

2. Sound Day Corp In the 
Central Bank list this was 
referred to as Apex 
Finance(addendum 3)  

Police security  USD31.8 

FST/PSOP PSOP 
presumably standing 
for Permanent 
Secretary Office of the 
President 

14-06-
02 

3. Universal Satspace  Satellite services  USD28.11 FST/PS-Transport  11-07-
02 

4. First Mechantile  Police security USD11.8  FST/ PS-Transport 11-07-
02  

5 Apex Finance Corp  Police security  USD12.8  FST/PSOP  12-07-
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02  

6. LBA Systems  Prisons security USD29.7 FST 19-11-
02  

7. Nedemar  Security USD36.9  FST/ PS-Transport  19-11-
02  

8. Midland bank  Police security USD49.65 

PST/PSOP PST 
presumably meaning 
Permanent Secretary 
Treasury 

29-05-
03  

9.Navigia Capital  Oceanographic 
vessel  

EUR26.6 
PST  15-07-03   

10. Empressa  Oceanographic 
vessel  EUR15  PST  15-07-

03  

11. Euromarine  Oceanographic 
vessel  EUR10.4 PST 15-07-

03 

12. Infotalent Police security  EUR59.7 PST/PSOP 19-11-
03 

13. Apex Finance Corp  Police security EUR40 PST/PSOP 17-12-
03 

14. Ciara Systems Inc  Design, maintain 
satellite for NSIS USD44.56  PST/ Director (NSIS)  20-01-

04  
 
 
 
Appendix 4 Trunk Roads 
  
Road Link 
A1 Tanzania border (Isebania-Kisumu-Kitale-Sudan Border (Lokichoggio) 886 km 
A2 Nairobi-Thika-Isiolo-Moyale (Ethiopia border) (833 km) 
A3 Thika-Garissa-Somalia border (Liboi) 556 km 
A104 Uganda border (Malaba)-Nakuru-Nairobi-Athi River-Tanzania border 

(Namanga) 648 km 
A109 Athi River Mombasa 473 km 
A14 Mombasa-Tanzania border (Lunga Lunga) 106 km 
A23 Voi-Tanzania border (Taveta) 114 km 
 
  
National Trunk (Class B) Roads 
Road Link 
B1 Kericho/Mau Summit (A104)-Kisumu-Busia (Uganda border) (229 km) 
B2 A104-Kitale (A1) (54 km) 
B3 Mai Mahiu (A104)-Narok-Sotik-Kisii (A1) (280 km) 
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B4 Nakuru (A104)-Marigat-Loruk (A1) (227 km) 
B5 Nakuru (A104)-Nyahururu-Nyeri (A2) (183 km) 
B6 Makutano (A2)-Embu-Meru (A2) (169 km) 
B7 Embu-Kitui-Kibwezi (A109) (279 km) 
B8 Mombasa-Garissa (A3) (453 km) 
B9 Isiolo (A2)-Mandera (744 km) 
B10 Jomo Kenyatta International Airport Spur (4 km) 
 
Summary of Special Purpose Roads 
Code Type Km % of 

Total 
Links Av. 

km/ 
link 

Max 
km 

Min 
km 

sections Av. 
Km/ 

section 
G Government 

roads 
312 2.8 106 2.9 45.2 0.1 221 1.4 

L Settlement 
roads 

1,003 8.9 128 7.8 24.0 0.3 150 6.7 

R Rural access 
roads 

7,713 68.1 1,062 7.3 54.0 0.1 1,198 6.4 

S Sugar roads 852 7.5 413 2.1 14.7 0.1 437 2.0 
T Tea roads 448 4.0 87 5.1 13.0 0.8 95 4.7 
W Wheat roads 276 2.4 26 10.6 27.9 3.1 27 10.2 
Other Unspecified 723 6.4 99 7.3 53.0 0.4 172 4.2 
Total   11,327 100 1,921 5.9     2,300 4.9 
  
Source:http://www.roads.go.ke/index.php?option=com_content&view=article&id=46&Itemid=57&limitstart=2 
 
 
Appendix 5 Registered Roads Contractors 
 
Category A 
 
NO  NAME OF CONTRACTOR     ADDRESS     TELEPHONE  
1.  A. A BAYUSUF & SONS LTD    94024 MOMBASA    041-222088  
2.  AEGIS CONSTRUCTION LTD    10188 NAIROBI    2726916/723872  
3.  ARAB CONTRACTORS LIMITED    967-00606 NAIROBI    020-4452138  
4.  ARSHAD SAZEH TOOLS KENYA LIMITED   9473-00100 NAIROBI    020-4453019  
5.  ASSOCIATED CONSTRUCTION COMPANY 
    LIMITED       31114 NAIROBI      2715526 / 716512  
6.  ASSOCIATED ELECTRICALS & HARDWARE  
     SUPPLIERS LIMITED     89157 MOMBASA    041-2493523  
7.  BRIDGESTONE CONSTUCTION COMPANY  
     LIMITED       2634 KISUMU     057-42319/21360  
8. CHINA DALIAN INTERNATIONAL  
    ECONOMIC  & TECHNICAL COOPERATIVE  
    GROUP LIMITED     10340-00100 NAIROBI    0737-294895  
9. CHINA NATIONAL OVERSEAS ENGINEERING   
    CORPORATION (COVEC) LTD   28 KAREN-NAIROBI    020-891699  
10. CHINA SICHUAN INTERNATIONAL  
     COOPERATION COMPANY LIMITED  19666 NAIROBI    020-810686  
11.  CHINA ROAD AND BRIDGE    39037 NAIROBI    020-570331  

http://www.roads.go.ke/index.php?option=com_content&view=article&id=46&Itemid=57&limitstart=2�


106 
 

12.  CHINA WU YI CO, LIMITED    49282-00100NAIROBI    020-2735091  
13.  CHINA JIANGXI INTERNATIONAL  
      KENYA LIMITED      47662 NAIROBI    0791-6372788 CHINA  
14.  CHINA RAILWAY NUMBER FIVE  
     ENGINEERING GROUP CO (K) LIMITED   3843-00200 NAIROBI    0717-019700  
15.  CHINA RAILWAYS SEVENTH GORUP  
     COMPANY LTD      34024-00100NAIROBI   0736-749514  
16.  C & M CONSTRUCTION (K) LIMITED  
               UNIT 8/9 DULEEK BUSINESS  
       PARK DULEEK,CO.MEATH (IRELAND). 0722-514018  
17.  CRESCENT CONSTRUCTION COMPANY  
       LIMITED       49094 NAIROBI    533819 /20  
18.  DHANJAL BROS LIMITED     82909 MOMBASA    020-491651/52  
19.  EVEN AMI LIMITED     49925-00100NAIROBI    020-4184035  
20.  ETERNAL FOUNDATION CONSTRUCTION  
       COMPANY LTD      4225-00506 NAIROBI  CHINA  
21.  GLENCARRICK CONSTRUCTION (KENYA) 
      LIMITED       856-00600 NAIROBI    0714-801096  
22.  G.ISSAIAS & CO. (K) LIMITED    43500 NAIROBI    020-2716717  
23.  GOGNI RAJOPE CONSTRUCTION CO. LTD  353 KISUMU     057-21692  
24.  H.YOUNG CO LIMITED     30118  NAIROBI    020-530145/530151  
25.  GOWHARRUD CONSTRUCTION  
       AFRICA LIMITED      4000-00506 NAIROBI    020-820583/6/7  
26.  HAYER BISHAN SINGH & SONS LTD  253  KISUMU  020-221471  
27. INTERNATIONAL CORPORATION OF  
     CONSULTANTS &  CONTRACTORS 
    (ICON) KENYA LIMITED    12253 NAIROBI    0733-940522  
28.  INTEX CONSTRUCTION LIMITED    60293-00200NAIROBI    0722-206161  
29.  KABUITO CONTRACTORS LIMITED   140554-0080NAIROBI    020-241830  
30.  KAY CONSTRUCTION COMPANY LIMITED    43114    NAIROBI    020-824903/5/6  
31.  KIMILILI HAULIERS LIMITED     11 ELDORET     053-63622  
32.  KIRINYAGA CONSTRUCTION (K) LIMITED   48632-00100NAIROBI    020-2713222  
33.  KUNDAN SINGH CONSTRUCTION LTD    15018 NAIROBI    020-802594  
34.  LANDMARK HOLDINGS LIMITED     66537-00800NAIROBI    020-559844  
35.  MATTAN CONTRACTORS LIMITED     71143-00610NAIROBI    0722-515100  
36.  MRZ CONSTRUCTION CO LIMITED     4000 NAIROBI     0721-814292  
37.  MULJI DEVRAJ & BROTHERS LIMITED     82261 MOMBASA    0722-713009  
38.  POWER CONSTRUCTION EAST AFRICA 
       LIMITED        67136-00200NAIROBI    020-2714775  
39.  PROGRESSIVE CONSTRUCTIONS  
      PRIVATE LIMITED        24883-00502 NAIROBI    0722-518383  
40.  PUT SARAJEVO ENG. CO.       48331-00100NAIROBI     020-2718571  
41. SHENGLI ENGINEERING CONSTRUCTION  
    (GROUP) COMPANY LIMITED OF SHENGLI 
    OILFIELD        48297-00100  NAIROBI            008618653698201 CHINA  
42.  SPENCON KENYA LIMITED      14294-00800NAIROBI    860264,  0722-810608  
43.  S.S. MEHTA & SONS LIMITED       41853-00100NAIROBI    020-553498, 555306  
44.  SBI INTERNATIONAL HOLDINGS AG    25027-00603NAIROBI    0723-933682  
45.  SINOHYDRO CORPORATION LTD     24446-00100NAIROBI    020-3870589  
46.  TM-AM CONSTRUCTION GROUP (AFRICA)   18424-00500NAIROBI    020-559088  
47.  TRANSTECH CONSTRUCTION COMPANY  
       LIMITED          14580-00100 NAIROBI   0713-188853  
48.  VICTORY CONSTUCTION COMPANY   
       LIMITED           45329 NAIROBI    862720/ 862705  
49.  VIL (AFRICA) LIMITED         14885-00800NAIROBI    0735-734700  
50.  XUZHOU HIGHWAY ENGINEERING  



107 
 

      CORPORATION GROUP LIMITED       58125-00200NAIROBI   0722-522345 
 
 
CATEGORY B    
NO NAME OF CONTRACTOR    ADDRESS     TELEPHONE  
1. A.JIWA SHAMJI LIMITED    100-40200 KISII    0720-636120  
2. ASSOCIATED CONSTRUCTION CO.LTD  31114 NAIROBI     020-2715526 / 716512  
3. ASSOCIATED ELECTRICALS & HARDWARE  
SUPPLIERS LIMITED     89157 MOMBASA   2493523/ 2495482  
4. BRIDGESTONE CONSTUCTION CO.LTD  2634 KISUMU    057-42319/21360  
5. CARRYONE CONSTRUCTION (K) LIMITED  622-00208 NAIROBI    0722-704337  
6. CEABUD ENGINEERING SERVICES LTD  27581 NAIROBI     020-3746441  
7. CHINA RAILWAYS SEVENTH GORUP  
    COMPANY LTD     34024-00100NAIROBI    0736-749514  
8. CRESCENT CONSTRUCTION CO.LTD  49094 NAIROBI     020-533819 /20  
9. E.A ROADS RECONSTRUCTION LIMITED  25114 NAIROBI    0722-457700, 556647  
10. ELITE EARTH MOVERS LIMITED   1328-00606    NAIROBI    020-788499  
11. ESTIM CONSTRUCTION LIMITED   45518-00100 NAIROBI    0733-722606  
12. FIROZE CONSTRUCTION LIMITED   46048-00100 NAIROBI     020-720412  
13. GLOBAL RDE (K) LIMITED    20188    NAIROBI    020-250244  
14. KAY CONSTRUCTION CO. LIMITED  43114    NAIROBI    020-824903/5/6  
15. KIMILILI HAULIERS LTD    11 ELDORET     053-63622  
16. LEE CONSTRUCTION LIMITED   28969   NAIROBI    0722-513171  
17.  MAGIC GENERAL CONTRACTORS LTD  28548 NAIROBI     020-554057  
18.  MAXVICTOR ENTERPRISES LTD   2668-00200 NBI     0726-252595  
19.  MONDOLA LIMITED    64180 NAIROBI     020-860599  
20.  NECO INVESTMENTS CO. LIMITED  75184-00200NAIROBI     0720-773213 
21. NJUCA CONSOLIDATED LIMITED   55 MAKUYU     0722-822045  
22.  NORTHERN CONSTRUCTION  
       COMPANY LIMITED    69196-00622 NAIROBI     0733-518709 
23. NYORO CONSTRUCTION CO. LTD   74416 NAIROBI     020-331383/9  
24. ONGATA WORKS LIMITED COMPANY  58160 NAIROBI       020-227751 /2106008  
25. PATHWAY CONSTRUCTION COMPANY  
      LIMITED      54039 NAIROBI     0725-110607  
26. PEPCO KENYA LIMITED    21645 NAIROBI     0720-830836  
27.  PETWA CONSTRUCTION COMPANY LTD   35125 NAIROBI     0722-780480 
28. RAMAN ENTERPRISES LIMITED   39720-00623 NAIROBI    020-4446795  
29. ROBEN ABERDARE (K) LIMITED   1401-10100 NYERI     0722-270974  
30. SAKAM ENTERPRISES LIMITED   3578-30100ELDORET     0722-773469 
31. SAM COMPANY LIMITED    15182-00509NAIROBI    020-2711084  
32. SEAMAN BUILDING & CIVIL ENGINEERS 
      LIMITED      14369 NAIROBI     0721-342272 
33. SINOE CONSTRUCTION LTD    10189-00100NAIROBI     0720-750388  
34. SOBETRA (K) LIMITED    58275 NAIROBI     0734-461106  
35. TAI ENTERPRISES LTD    301-30100 ELDORET    0722-731062  
36. TUSK CONSTRUCTIONS LIMITED   47011 NAIROBI     020-823700/9  
37. WALLUKAT INVESTMENTS LIMITED  5333 ELDORET     0722-751608  
38. WESTBUILD GENERAL  
       CONTRACTORS LTD    54071-00200 NAIROBI    020-550827  
39. WIGOT CONSTRUCTION COMPANY LTD  2273 KISUMU     057-22332  
40. YELLOW HOUSE LIMITED    4609 THIKA     067-24046  
41. YU SUNG CONSTRUCTION LIMITED  20154 NAIROBI    020-247917 
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Appendix 6: Range of Horticultural products from Kenya. 
Flowers from Kenya:  

 

Fruits from Kenya:  

 

Vegetables from Kenya 

Achillea  

Agapanthus  

Alstroemeria  

Amaranthus  

Ammi Majus  

Anthuriums  

Arabicum  

Arum Lillies  

Aster  

Atriplex  

Bamboo  

Bupleurum    

Carnation  

Carthamus  

Chrysan. Cuttings  

Cut Foliage  

Delphinum  

Dill  

Dried Flowers  

Echinops  

Eryngium  

Euphorbia  

Apple  

Avocado  

Bananas  

Betel Nuts  

Bixa  

Cashewnuts  

Coconuts  

Currants  

Custard Apple  

Dried Fruits  

Gooseberry  

Grapefruit  

Guavas  

Horned Melon   

Lemon  

Lime  

Litchi  

Macadamia Nuts  

Mango  

Melon  

Nor-Bixin Powder   

Orange  

Arrow Roots  

Artichoke  

Asparagus  

Aubergines  

Baby Corn  

Basil  

Beetroot  

Bobby Beans  

Broccoli  

Brussels Sprouts  

Cabbage  

Canned Beans  

Capsicums  

Carrots  

Cassava  

Cauliflower  

Celery  

Chevda  

Chillies  

Chillies Long  

Chillies Short  

Chives  

Mushrooms   

Okra  

Onions  

Other Asian  

Palak  

Papri  

Parsley  

Patra  

Peas  

Prepacks Beans  

Pumpkins  

Raddish  

Ravaya  

Rhubarb  

Runner Beans  

Saragwo  

Snap Peas  

Snow Peas   

Sour Cream  

Spinash  

Sugar Cane  

Sweet Corn  
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Gerbera  

Gladious  

Gypsophilla  

Helenium  

Heliconia  

Hypericum  

Kniphofia  

Liatris  

Lilies  

Liliums  

Lissianthus  

Live Plants  

Mixed Flowers  

Molucella  

Musa Coccinea  

Nicola  

Orchids  

Ornithogalum  

Roses  

Rudbeckia  

Seal Girl  

Solidago  

Solidaster  

Statice Beltaard  

Passion Fruits  

Pawpaw  

Guavas  

Horned Melon   

Lemon  

Lime  

Litchi  

Macadamia Nuts  

Mango  

Melon  

Nor-Bixin Powder   

Orange  

Passion Fruits  

Pawpaw 

 

Chora  

Coriander  

Courgettes  

Cucumber      

Curry Leaves  

Dill  

Dudhi  

F/Beans  

Fennel  

Fresno Chillies  

Frozen Beaans  

Fundina   

Garlic  

Ginger  

Gisoda  

Groundnuts  

Gunda  

Guwar  

Helda  

Kales  

Karella  

Leeks  

Letuce  

Limdi  

Sweet Corn  

Sweet Potatoes  

Thin Chillies  

Tindori  

Tomatoes  

Tropical Salad  

Turia  

Turnips  

Tuwer  

Valore  

Xf/Beans  

Yams 
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Statice Limonium  

Strelitizia  

Trachelium  

Tuberose  

Veronica 

 

 

Matoke  

Methi  

Mixed Vegetables  

Mooli  

 

Source: Horticultural Crops Development Authority, 2003   
 
Appendix 7: List of vegetable & fruit companies and their locations  
 
COMPANY  LOCATION                                  COMPANY  LOCATION  
 

1 Avenue Fresh Produce Nairobi 

2  Belt Cargo Services Ltd  Nairobi 

3  Bud of Paradise  Nairobi 

4  East African Growers Ltd  Nairobi 

5  Everest Enterprises Ltd  Nairobi      

6  Fian Green Ltd  Nairobi 

7 Frigoken Ltd  Nairobi 

8 Greenlands Agro producers Ltd   Nairobi 

9 Hillfarm Fresh Produce Ltd    Nairobi 

10 Indu Farm EPZ Ltd   Nairobi 

11 Jambo Horticultural Export Ltd Nairobi 

12  Horticultural Exporters (1977) Ltd  
Nairobi 

 

 

 

13 Makindu Growers and Packers Ltd Nairobi 

14 Mbogu Tuu   Nairobi 

15 Myner Exporters Ltd   Nairobi 

16 Sacco Fresh Ltd Nairobi 

 

17 Sunripe (1976) Ltd  Nairobi 

18 Tropical Horticultural Products Ltd   Nairobi 

19 Vitacress (K) Ltd   Nairobi 

20 Wamu Investments Ltd   Nairobi 

21 Wilham (K) Ltd  Nairobi 

22 Woni Veg-Fru Exporters   Nairobi 
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Source:  FPEAK, 2004 
 
Appendix 8:List of cut flower companies and their locations  
 
Company Name  Location  
 

1 Alora Flowers Ltd Nairobi    20 Ol-Njorowa Ltd Nairobi  

2 Aquilla Development Co. Ltd Naivasha  21 Oserian Ltd Naivasha  

3 Bawan Roses Ltd Nairobi    22 P.J.Dave Flower Ltd Nairobi  

4 Beverly Flowers Ltd Nairobi                23 Pollen Ltd Ruiru  

5 Carzan Cultures Ltd Naivasha                24 Primarose Flower Ltd Nairobi  

6 Charm Flowers Ltd Nairobi                25 Redhill Flowers Ltd Nairobi  

7 Enkasiti Flowers Ltd Nairobi               26 Redlands Roses Ruiru  

8 Finlay Flowers Ltd Kericho   27 Sander (K) Ltd Nairobi  

9 Homegrown Ltd Naivasha    28 Shalimar Flowers (K) Ltd Naivasha  

10 Kenya Highlands Nurseries Nakuru               29 Simbi Roses Ltd Thika  

11 Kijabe Ltd Naivasha                 30 Sophia Roses Ltd Thika  

12 Kisima Ltd Nanyuki                 31 Subati Ltd Nairobi  

13 Locland Ltd Athi River    32 Suera Flowers Ltd Nairobi  

14 Longonot Farm Naivasha    33 Tambuzi Ltd Nanyuki  

15 Longonot Horticulture Farm Nairobi               34 Terra Fleur Thika  

16 Magana Flowers Nairobi    35 Terrasol Ltd Nairobi  

17 Mosi Ltd Nairobi     36 The Plant Factory (K) Naivasha      

18 Mt. Elgon Flowers Ltd Kitale  37 Waridi Ltd Nairobi  

19 Nini Ltd Naivasha     

 
 
Source: Kenya Flower Council, 2004 
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Appendix 9: Main types of exports, 2003  
 
Cut flowers Fruits & nuts Vegetables  

Roses 
Carnations 
Statice 
Alstroemesia 
Cut foliage 
Carthamus 
Solidaster 
Chrysanthemums 
Arabicum 
Ornithogalum 

 
 
 
 

Avocados 
Mangoes 
Passion fruits 
Pineapples 
Bananas 
Melons 
Strawberries 
Apples 
Macadamia nuts 
Cashew nuts 

 
 
 

 

French beans  
Snow peas  
Runner beans  
Bobby beans  
Okra  
Asparagus  
Chillies  

Aubergines  
Garden peas  
Onions  
 Asian vegetables  
Carrots  
Spices and herbs  

 
Source: HCDA, 2003 
 
 
Appendix 9 Kenya is a party to the following multilateral and regional instruments: 

 
• Paris Convention for the Protection of Industrial Property of 20 March 1883, 

as amended and revised. 
• Convention on the Settlement of Investment Disputes Between States and 

Nationals of Other States of 18 March 1965. Entered into force on 14 
October 1966. 

• Convention Establishing the Multilateral Investment Guarantee Agency of 
11 October 1985. Entered into force on 12 April 1988. 

• The Agreement on Trade-Related Aspects of Intellectual Property Rights, 
signed on 15 April 1994; in force on 1 January 1995. 

• The General Agreement on Trade in Services, signed on 15 April 1994; in 
force on 1 January 1995. 

• The Fourth Protocol to the General Agreement on Trade in Services of 15 
February 1997. 

• The Fifth Protocol to the General Agreement on Trade in Services of 12 
December 1997. 

• Treaty Establishing the Market for Eastern and Southern Africa (COMESA), 
1993. 

• Fourth ACP-EEC Convention signed at Lomé on 15 December 1989, 
Official Journal L 229, 17/08/1991 p. 0003 - 0280 

• Partnership Agreement Between the Members of the African, Caribbean and 
Pacific Group of States of the one Part, and the European Community and 
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Its Member States, of the Other Part, Signed in Cotonou, Benin on 23 June 
2000 

• Charter on a Regime of Multinational Industrial Enterprises (MIEs) in the 
Preferential Trade Area for Eastern and Southern African States 

• Treaty for the Establishment of the East African Community, 30 November 
1999. 

 

 

Appendix 10 questionnaire and Results 
 

Questionnaire 

 

Hello everyone, my name is Daniel a student in International Business and Politics at 

Copenhagen Business School; I am conducting a survey for my thesis that is focusing on how 

local and EU firms can be more competitive compared to the Chinese firms. I will therefore 

appreciate if you could give me a helping hand by filling this questionnaire. 

 

1. Gender 

• male                                                      

•  female 

2. Age 

  

• 25-34 

• 35-44 

• 45-54 

• 55+ 

3. How often do you use road transport? 

 

• Never 

• Once a day 

• Twice a day 

• More than twice a day 
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4. Do you use public or private transport? 

 

• public 

• private 

 

5. What is your Annual income in KSH? 

 

• 60,000 – 99,000  

• 100,000 – 359,000  

• 360,000 – 909,000 

• 1,000,000 and Above 

 

 

6. Do you follow closely road construction development in Kenya? 

 

• Yes 

• No 

 

        If yes why________________________________ 

 

7. Where do you seek information on the developments? 

• Friends 

• Newspapers 

• Internet 

• Mass media 

• Others 

 

8. If Newspaper what type of Newspaper do you often read? 

 

• Nation Daily  

• East African Standard 

http://www.pol.dk/�
http://www.jp.dk/cgi-bin/dbpublish.dll/page=hjem�
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• others 

 

9. Among the two road construction firms which one do you prefer? 

 

• Local 

• Foreign 

 

     Give reason for your answer 

     ___________________________________________ 

 

     _____________________________________________ 

 

10. What is important to you when choosing no. 5 above?  

 

 1 2 3 4 5 

Speed      

Job creation      

quality      

costs      

Track record      

 

11. Are you satisfied with the Chinese road work so far?  

• Yes 

• No 

 

12. How satisfied are you with Kenya- China relations as opposed to Kenya- EU? 

• Very Satisfied 

• Satisfied 

• Less satisfied 

• Unsatisfied 
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13. How will you rate Kenya’s government in promoting local firms? 

 

• Excellent 

• Above average 

• average 

• below average 

• poor 

 

Comment: 

 

 

 

 

Thank you for your participation. 

 

 

Summary from the market survey. 

 

Introduction 

I decided to carry out a quantitative market survey in the form of a questionnaire and personal 

interviews. I managed to issue 150 questionnaires. The detailed report on the survey is placed in 

the appendix. I am therefore going to give a summary of the same results below: 

 

I have decided to use income as an analysis parameter, because incomes and other parameters are 

closely linked or influences those parameters .  

 

Table A 

Comparing the count of gender against the annual income received by the respondents I found 

males tend to earn more money than their female counterparts. Most of the respondents seem to 

earn income between Kshs 100,000 – 359,000 annually.  
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Table B 

Comparing the number of trips per day against the Annual income, most of the respondents 

travel between twice to more than times a day, the results show that they are the ones who have a 

high income. 

 

Table C 

From table C we can see clearly 51,5% of the respondents use public transport as opposed to 

those using private transport who account for 48,5%.This creates a positive impression as both 

the users will be highly influenced by the newly built roads.  

 

Table D 

From the table I found that the respondents who were very satisfied with the Chinese work 

accounted for 74% while only 26% unsatisfied. 

 

Table E 

78% prefer foreign construction firms as compared to 28 who prefer locals. This can be as a 

result of bad publicity the locals have reived for their shoddy job in the past. 

 

Table F 

Majority of the respondents believe the government has done very little to support the local firms 

with 33 % saying the government has done a poor job and 25,5% saying they performed below 

average. 

 

Table G 

In relationship with the development of road construction, Kenyans search actively and intensely 

for information. There is a clear tendency that Mass media and other sources online are the most 

frequent used tools. I assume information search to be even more intense, since the hype was 

high on the recent developments 
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        Count of Gender Gender     
    

Annual Income Dkk f m 
Grand 
Total   

   
1 2 10 12 

Table 
A 

   2 13 20 33 
    3 14 15 29 
    4 8 10 18 
    5 6 2 8 
    Grand Total 43 57 100 
    

        % total 43 57 100 
    

        Sum of road use per day road use per day         
 

Annual Income Dkk 1 2 3 4 5 
Grand 
Total 

 1   6 15 12 5 38 
 

2 5 8 30 44 15 102 
Table 
B 

3 2 12 36 20 20 90 
 4 3 12 15 8 10 48 
 5 1 4 

 
16 5 26 

 Grand Total 11 42 96 100 55 304 
 

        % total 3,6 13,9 31,6 32,9 18,1 100 
 

        Sum of public or private public or private   
    

Annual Income Dkk 1 2 
Grand 
Total 

    
1 4 16 20 

Table 
C 

   2 26 14 40 
    3 21 16 37 
    4 12 12 24 
    5 5 6 11 
    Grand Total 68 64 132 
    

        % total 51,5 48,5 100 
    

        
        
Count of satisfied with Chinese road work 

satisfied with Chinese road 
work 

    
Annual Income Dkk n y 

Grand 
Total 

    
1 2 10 12 

Table 
D 

   2 6 27 33 
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3 12 17 29 
    4 5 13 18 
    5 1 7 8 
    Grand Total 26 74 100 
     

% total 
 

26 
 

74 
 

100 
 

    
Sum of local or foreign firms 

local or foreign 
firms   

    
Annual Income Dkk 1 2 

Grand 
Total 

    1 4 16 20 
    

2 10 46 56 
Table 
E 

   3 14 30 44 
    4 5 26 31 
    5 3 10 13 
    Grand Total 36 128 164 
    

        % total 22 78 100 
    

        
        Sum of rating government support to local 
firms rating government support to local firms   

 
Annual Income Dkk 1 2 3 4 5 

Grand 
Total 

 1   6 12 16 5 39 
 2 1 34 15 24 20 94 Table F 

3 2 22 9 8 55 96 
 4   14 3 20 25 62 
 5   8 3 12 

 
23 

 Grand Total 3 84 42 80 105 314 
 

        % total 0,001 26,8 13,4 25,5 33,4 100 
 

        
        
        Sum of source of travel information source of travel information       

 
Annual Income Dkk 1 2 3 4 5 

Grand 
Total 

 
1 2 6 9 12 5 34 

Table 
G 

2 7 22 24 8 25 86 
 3 9 20 6 16 20 71 
 4 4 8 9 20 10 51 
 5   2 3 16 10 31 
 Grand Total 22 58 51 72 70 273 
 

        % total 0,08 21,2 18,7 26,4 25,6 100 
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