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Introduction 

This note presents the views of stakeholders 

concerning the impact of Trade Related 

Investment Measures in Kenya and the EAC. 

The note was prepared based on data collected 

from stakeholders through key informant 

interviews, phone calls, electronic 

communications, and field visits. The 

stakeholders were sampled from the following 

institutions:  

• Ministry of Industry, Trade and 

Cooperatives (State Department for Trade) 

- The Ministry in charge of developing and 

implementing trade policy in Kenya.  

• Kenya National Chamber of Commerce 

and Industry – A membership based trade 

support organization working to protect 

commercial and industrial interests of 

Kenyan business community.  

• The Kenya Association of Manufacturers – 

The representative organisation for 

manufacturing value-add industries in 

Kenya 

• Export Promotion Council- An institute for 

the development and promotion of export 

trade and the focal point for the same 
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Kenya Institute for Public Policy Research and 

Analysis – A national research and public policy 

outfit 

TRIMs and Promoting Local 
Manufacturing in Kenya 

Kenya’s Vision 2030 identifies the 

manufacturing sector as a key driver for 

economic growth and development. To this 

point low value addition and weak institutional 

support for Micro, Small and Medium 

Enterprises (MSMEs) have curtailed efforts 

towards the industrialization of the country.  

The Kenya Industrial Transformation 

Programme (2015) is guided by Kenya’s Vision 

2030 and is an economic development 

blueprint for the transformation of the country 

into an industrializing middle income economy. 

Under the programme, there are efforts to 

launch flagship projects to develop Kenyan 

SMEs in manufacturing within different sectors 

including agro-processing, construction, 

textiles, mining services, and oil and gas.  

The Kenya National Trade Policy (2017) has a 

focus on eradicating poverty through 

mainstreaming MSMEs in global trade by 

increasing the competitiveness of commodities 

manufactured in Kenya. Protecting domestic 

industries is highlighted within the policy as a 

measure to be undertaken by the Kenyan 

Government. The Buy Kenya Build Kenya 

Strategy (2017), anchored on the National 

Trade Policy, aims at encouraging consumption 

of goods and services produced locally and will 

boost industrialization through local 

manufacturing of commodities in which Kenya 

has a competitive advantage. For instance, the 

strategy provides for reservation of at least 40 

per cent of government procurement to local 

goods. The formulation of the strategy is also 

meant to provide a framework for the 

implementation of other existing policies, the 

Agricultural Policy, which has not utilized 

strategies that would encourage local 

production, and Industrial Policy, which spells 

out industrial reforms in the country. 

The Public Procurement and Asset Disposal 

Act (2015), currently under review, provides 

incentives and subsidies to firms owned by 

Kenyan citizens and products made in Kenya. 

The Act, for example, gives exclusive 

preference to local firms and goods for tenders 

fully funded by a state organ or public entity. In 

addition, according to Article 86 (2) of the Act, 

provided they have met the technical 

requirements, firms recording at least 51 

percent Kenyan ownership are entitled to 20 

percent of their total score during the evaluation 

stage of the tendering process (The Public 

Procurement and Asset Disposal Act, 2015). 

Stakeholders’ Perspective  

TRIMS for Creating an Enabling 
Environment towards Industrial Growth 

The manufacturing sector in Kenya is a major 

contributor to the country’s Gross Domestic 

Product (GDP) and income generation, 

necessitating protective measures. The effect 

of liberalizing markets and allowing foreign 

entities into the country have been felt before 
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and have often been unfavorable for 

industrialization. A case in point is the Kenyan 

textile industry, in which foreign competition 

and lower pricing led to the collapse of local 

production. Currently, local sugar production is 

threatened by the importation of cheap sugar.  

TRIMs have been helpful, given that they 

promote preferential treatment of Kenyan 

commodities by protecting them from high 

competition from imports. These measures 

come in the form of the 10 percent tax holiday 

given to local investors or international 

investors whose operations conform to the 

requirements of the TRIMS agreement, or the 

40 percent procurement allocation to locally 

produced commodities. The safeguards 

provided to local industries also manifest 

through requirements for the acquisition of 

inputs from local industries by foreign 

companies that are conducting manufacturing 

within the country. This holds the potential to 

create more avenues for revenue and job 

generation locally.  

Despite all that could be gained from TRIMS, 

Kenya’s institutional environment has been 

weak; there are significant financial and 

systemic constraints to setting up a 

manufacturing firm, the cost of inputs such as 

water and electricity are high, the cost of credit 

is high, and political instability is often 

prolonged, which would discourage potential 

investors. These challenges would have to be 

addressed in order for local manufacturing and 

for efforts towards industrialization to thrive 

under TRIMS.  

Additionally, there is need to grow Kenya’s 

industrial sector. In order to be able to respond 

to specific input needs of both local and foreign 

investors in the manufacturing sector, Kenya 

needs to develop the industrial sector to the 

point of producing sophisticated inputs and 

hence facilitate trade in locally produced 

commodities. This will work in tandem with 

strengthening laws and regulations that are 

aimed at protecting local producers. For 

instance, a legal framework should be 

developed to facilitate inclusion of local content 

in goods manufactured and sold in Kenya to 

promote industrialization. Manufacturers, under 

the Public Procurement and Asset Disposal Act 

(2015), are allowed to procure inputs that are 

not wholly manufactured in Kenya as long as 

they can provide evidence of unavailability 

locally. Such loopholes under the Act still 

encourage preferential treatment to external 

rather than local manufacturers.  

During the first Ministerial conference held in 

Singapore in 1996, new trade issues other 

those in the initial scope of the Agreement on 

TRIMs were introduced to the agenda. For 

example, there were issues of trade and 

investment, competition policy, transparency in 

government procurement, and trade facilitation 

all newly introduced. Since 2004 there has 

been no consensus among members on 

TRIMS. There is need to create platforms for 

members to agree on investment measures 

and relax laws and regulations regarding 

investments.  

Lastly, there is no framework for the 
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implementation of TRIMS. This has made it 

difficult to assess the level of implementation 

and impact created. 

Mechanisms to Measure the Impact of 

TRIMS 

Medium Term Plans (MTPs) are currently used 

to roll out strategies in the implementation 

process to monitor the impact of TRIMs. These 

ought to be made more clear and measurable 

in order to capture the effects of these 

measures. One way to go about this would be 

using implementation matrices, clearly outlining 

the roles of various institutions and 

stakeholders, along with resources allocated to 

the implementation process and achievable 

timelines that would hold implementing entities 

to account. Currently, there is minimal 

ownership of the implementation and follow up, 

making it difficult to assess the impact of 

TRIMS.  

Impact assessment can also be done by 

enforcing periodic reviews, whether annual or 

quarterly. This would motivate enforcing 

entities to achieve results within a given 

timeframe. Periodic reviews could be part of the 

implementation matrix. A monitoring and 

evaluation framework, attached to the 

implementation framework would be effective 

as it would outline various indicators and 

timelines for their fulfilment.  

Recommendations to EAC’s 
Delegates to the WTO 

The transition period has been useful to Kenya 

and other EAC countries as it has allowed for 

ample time to adjust to the provisions of the 

Agreement of TRIMs. EAC countries, in light of 

development goals, are not ready to eliminate 

measures that are protecting their respective 

manufacturing sectors and industrialization 

efforts. As such, EAC delegates ought to push 

for the flexibility of the Agreement, in order to 

allow them to continue applying TRIMS to some 

degree, pending industrialization, as was the 

case in some developed economies. This 

would allow local industries adequate time to 

grow and enhance their competitiveness prior 

to the entry of foreign investors with higher 

capacities for market domination.  

There is also need for EAC WTO negotiators to 

push for another window to readjust. This 

strategy would not affect the WTO Agreement 

but would give the region more time to adjust to 

the outlined provisions. Negotiating for this, 

conducted as a unit (instead of individual 

countries), would give greater prominence to 

the needs of the EAC trading block and allow 

countries in the region to jointly develop their 

manufacturing industry. In line with this, it is 

important that laws, policies, and regulations in 

the region that touch on investment be 

harmonized. This would allow for coordinated 

negotiation efforts and the elimination of 

measures that distort trade between countries 

in the region. The region also needs more 

stringent and harmonized laws, policies and 

regulations that discourage capital flight.  

TRIMS mainly focus on investment measures 

that relate to trade in manufactured 
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commodities. Their mandates need to be 

extended significantly to include services in 

which countries in the region have competitive 

advantages. The banking sector in Kenya, for 

example, is one that faces stiff competition from 

foreign entities. Extending the coverage of 

TRIMS to include this sector would promote its 

development. 
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