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GLOSSARY
Term 'HʢQLWLRQ

Agro-processing 7KH� WUDQVIRUPDWLRQ� RI� DJULFXOWXUDO� SURGXFWV� LQWR� VHPL�ʢQLVKHG� RU� ʢQLVKHG�
goods, such as packaged food, beverages, and dairy products.

AfCFTA (African 
Continental Free Trade 
Area)

A trade agreement among African Union member states aimed at creating a 
single continental market for goods and services.

Bottom-Up Economic 
Transformation Agenda 
(BETA)

Kenya’s national strategy focused on empowering MSMEs and decentralizing 
economic growth.

Circular Economy A model that emphasizes reusing, recycling, and regenerating materials to cre-
ate a closed-loop system, minimizing waste.

Export Processing Zones 
(EPZs)

'HVLJQDWHG� DUHDV� WKDW� RʡHU� LQFHQWLYHV� WR� H[SRUW�RULHQWHG�PDQXIDFWXUHUV�� LQ-
cluding tax exemptions and infrastructure support.

Fast-Moving Consumer 
Goods (FMCG)

Products that are sold quickly and at relatively low cost, such as food, beverag-
es, and household supplies.

Green Manufacturing Environmentally friendly production processes that reduce waste, emissions, 
and energy use.

Industry 4.0 The integration of digital technologies like IoT, AI, and robotics into manufac-
turing processes.

Jua Kali A Swahili term referring to Kenya’s informal sector artisans and small-scale 
manufacturers, often operating in open-air workshops.

Kenya Industrial Estates 
(KIE)

A state corporation that provides MSMEs with access to workspace, credit, and 
business advisory services.

Micro, Small, and 
Medium Enterprises 
(MSMEs)

Businesses that fall below certain thresholds in terms of employees, turnover, 
and capital investment.

Nairobi Industrial 
Master Plan (NIMP)

A proposed framework for structured industrial development and spatial plan-
ning within Nairobi County.

Special Economic Zones 
(SEZs)

Geographic zones designated to attract investment through tax and regulatory 
incentives focused on manufacturing and export.

Value Chain The full range of activities involved in producing and delivering a product or 
service, from raw material to end consumer.
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EXECUTIVE SUMMARY

This report presents a situational analysis 
of the manufacturing sector in Nairo-
bi City County, drawing insights from 

establishment-level data across production, 
employment, raw material sourcing, capacity 
utilization, and energy consumption. Among 
the four sectors covered under the Nairobi 
industry mapping exercise, namely: Manufac-

turing, Mining and Quarrying, Electricity, gas, 
steam, and air condition supply, Water supply; 
sewerage, waste management and remediation 
services,  - manufacturing was by far the most 
VLJQLʢFDQW��FRQWULEXWLQJ�QHDUO\�RQH�WKLUG�RI�
Kenya’s overall manufacturing output. This un-
derlines Nairobi’s importance as the epicentre 
of Kenya’s industrial transformation.

Ɉ� (VWDEOLVKPHQW�3URʢOH� A total of 1,241 man-
ufacturing establishments were surveyed, 
with a concentration in Starehe, Kasarani, 
and Lang’ata sub-counties. Most businesses 
were private limited companies with a strong 
Kenyan ownership base of 65per cent.

• Employment Dynamics: The sector em-
ployed 99,146 workers, with males consti-
tuting 70 per cent and females 30 per cent . 
Small enterprises (with 10-49 workers) were 
the largest employers. Notably, gender in-
clusion was observed in sub-sectors such 
as jewellery, electric lighting, and fertilizer 
production.

Ɉ� 3URGXFWLRQ�3URʢOH��Key contributors includ-
ed textiles, footwear, chemicals, detergents, 
and basic iron and steel within the non-food 
sector. Within the food manufacturing cat-
egory, bakery products, grain milling, and 
dairy processing emerged as the leading 
sub-sectors, collectively supporting essen-
tial urban food supply chains.

• Raw Material Sourcing: Heavy reliance on 
imports was noted in sub-sectors like motor 
vehicles and pharmaceuticals. However, sec-
tors like dairy, cocoa, and apparel achieved 

full local sourcing, highlighting opportunities 
to build local supply chains.

• Capacity Utilization: Challenges such as 
high taxation, utility costs, and raw material 
prices hindered optimal operations. Some 
sub-sectors operated below capacity due 
to demand and infrastructure constraints.

• Energy and Utilities: Energy expenditures 
totalled Kshs 20.6 billion, led by KPLC elec-
tricity and diesel. Satisfaction levels were 
high for charcoal, LPG, and solar energy but 
moderate to low for electricity and petro-
leum-based fuels.

• Sector Trends: Manufacturing output grew 
at an average annual rate of 11.64per cent  
from 2020 to 2024, though its GDP contri-
bution slightly dropped to 7.3per cent  in 
2024, suggesting slower growth relative to 
other sectors.

• Global Competitiveness: Kenyan manufac-
WXUHUV�IDFH�KLJKHU�HOHFWULFLW\�DQG�ʢQDQFLQJ�
costs than regional peers. Non-performing 
ORDQV�URVH�VLJQLʢFDQWO\��IURP�.VKV������ELO-
lion in 2019 to Kshs 129.5 billion in 2024, 
partly due to post-COVID disruptions and 
global monetary tightening.

Key Highlights from the Industrial Mapping Exercise:
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65%

11.64%

Manufacturing 
establishments 
were surveyed, 

Energy expenditures 
totalled Kshs 20.6 
billion

Manufacturing output 
grew at an average 
annual rate of 11.64per 
cent  from 2020 to 
2024

Most businesses 
were private limited 
companies with a 
strong Kenyan own-
ership base.

1,241

20.6B

Small enterprises (with 
10-49 workers) were 
the largest employers. 

10-49

The number of workers 
employed by the sector.

99,146

Female

30%
Males

70%

Key Highlights
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Chapter

01.
1.0 INTRODUCTION

The manufacturing sector in Kenya is considered to be 
an important driver of economic growth and devel-
RSPHQW�LQ�WKH�FRXQWU\��,W�FRQWULEXWHV�VLJQLʢFDQWO\�WR�

employment creation, export earnings, and value addition 
to raw materials. In recent years, the manufacturing sector 
in Kenya has faced some challenges, however, there have 
EHHQ�HʡRUWV�E\�WKH�.HQ\DQ�JRYHUQPHQW�DQG�RWKHU�VWDNH-
holders to support the manufacturing sector and address 
WKHVH�FKDOOHQJHV��7KHVH�HʡRUWV�LQFOXGH�WKH�GHYHORSPHQW�
of industrial parks, promotion of export processing zones, 
provision of tax incentives, and implementation of policies 
to promote local content and value addition. Despite 
the challenges, the manufacturing sector in Kenya has 
shown some positive trends, with increased investments 
in certain sub-sectors such as food processing, textiles and 
apparel, and construction materials. There has also been 
a growing focus on innovation and technology adoption 
to improve productivity and competitiveness.

Manufacturing remains a central pillar of Nairobi City Coun-
ty’s economic identity and plays a vital role in Kenya’s broader 
industrial transformation agenda. As the country charts its 
path toward industrialization through Vision 2030 and the 
Bottom-Up Economic Transformation Agenda (BETA), Nai-
robi emerges as a strategic hub of manufacturing activity 
and innovation.

The city contributes approximately one-third of Kenya’s 
WRWDO�PDQXIDFWXULQJ�RXWSXW��XQGHUVFRULQJ�LWV�VLJQLʢFDQFH�
as a national industrial hub. Its manufacturing ecosystem 
is diverse-spanning formal and informal enterprises, a mix 
of local and foreign investments, and a wide spectrum of 
sectors from food processing to heavy industry.

The purpose of this report is to provide a comprehensive, 
evidence-based analysis of the current status of the man-
ufacturing sector in Nairobi City County. By assessing the 
sector’s structural characteristics, performance indicators, 
constraints, and emerging opportunities, the report aims 
to inform policy formulation, investment prioritization, and 
industrial development planning.

Given Nairobi’s critical share in national output, any strategic 
interventions in its manufacturing space have wide-reaching 
implications-for employment, enterprise growth, innovation 
GLʡXVLRQ��DQG�UHJLRQDO�YDOXH�FKDLQ�GHYHORSPHQW��7KLV�UHSRUW�
therefore establishes a credible foundation for government, 
industry stakeholders, and development partners to align 
WKHLU�HʡRUWV�WRZDUG�D�PRUH�FRPSHWLWLYH��LQFOXVLYH��DQG�VXV-
tainable manufacturing sector in Nairobi and beyond.

1.1 OBJECTIVE OF THE REPORT

The report seeks to provide a comprehensive overview of the 
status of manufacturing in Nairobi City County. It highlights 
the following:

i. Distribution and characteristics of manufacturing 
establishments;

ii. Employment patterns and gender representation;

iii. Production trends and raw material sourcing;

iv. Capacity utilization and energy consumption;

v. Challenges and opportunities for sectoral growth; 
and

vi. Policy recommendations to improve productivity, 
competitiveness, and inclusivity.

STATUS OF MANUFACTURING 
IN NAIROBI CITY COUNTY
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Chapter

02.
2.0 HISTORICAL OVERVIEW OF THE 

MANUFACTURING SECTOR IN KENYA

The manufacturing sector in Kenya has evolved sig-
QLʢFDQWO\�VLQFH�LQGHSHQGHQFH��VKDSLQJ�LWV�UROH�DV�D�
critical pillar of industrialization and economic devel-

opment. During the post-independence era (1960s-1980s), 
Kenya adopted an Import Substitution Industrialization 
(ISI) Strategy aimed at reducing dependence on foreign 
goods. This period saw the growth of agro-processing, 
textile and garment industries, and public-sector-driven 
industrial expansion through state-owned enterprises such 
as Kenya Industrial Estates (KIE) and the Development 
Finance Corporation of Kenya (DFCK).

In the 1990s, structural adjustment programs (SAPs) and lib-
eralization policies shifted the landscape. Many state-owned 
industries were privatized or collapsed under the weight of 
liberalized markets, leading to increased exposure to global 
competition. The dominance of informal and small-scale man-
ufacturing began to take root during this time, with limited 
technological upgrading or capital investments.

The 2000s ushered in renewed interest in manufacturing 
through Kenya’s Vision 2030. The sector is anchored on the 
Economic Pillar of the Vision 2030. It is a growth accelerator 
that culminates in poverty reduction in countries with rapid 
industrialization. It has the potential to create jobs both di-
rectly and indirectly through backward and forward linkages 
with agriculture, construction, trade and other sectors of the 
economy.

'XULQJ�WKH�ʢUVW�WKUHH�\HDUV�EHWZHHQ������������RI�WKH�7KLUG�
Medium Term Plan, the sector  contributed an average of 8 
per cent to GDP before drastically declining in the latter phase 
of the plan due to COVID- 19 pandemic. The sector created 
an average of one million additional jobs per annum in both 
formal and informal sectors driven by some industrial sub-sec-
tors that had high growth which included; agro-processing; 
packaging materials; pharmaceuticals, cement, building and 

construction materials, and textile and apparels. Subsequently,  
policy instruments such as the National Industrialization Policy 
(2010) and the Special Economic Zones (SEZ) Act (2015) which 
aimed to spur competitiveness, infrastructure development, 
and foreign direct investment were developed.

Recently, under the Big Four Agenda (2018-2022) and the 
ongoing Bottom-Up Economic Transformation Agenda (BETA), 
manufacturing has been prioritized as a core growth sector. 
Strategic focus areas have included: construction of industrial 
SDUNV�LQ�DOO�WKH�IRUW\�VHYHQ�����&RXQWLHV��DʡRUGDEOH�HQHUJ\��
MSME upgrading; and improving the ease of doing business. 
Over the past years, the sector’s share of contribution to GDP 
KDV�GURSSHG�VLJQLʢFDQWO\�IURP������SHU�FHQW��UHFRUGHG�LQ������
to 7.3per cent  recorded in 2024 (Economic Survey, 2025). The 
sector’s output expanded by 4.4per cent  in 2024 up from a 
growth of 2.1 per cent in 2023, mainly fueled by the man-
ufacture of food products. The sector has continued to face 
persistent challenges such as high input costs, limited access 
WR�ʢQDQFH��ZHDN�YDOXH�FKDLQV��DQG�LQIUDVWUXFWXUDO�FRQVWUDLQWV��
+RZHYHU��UHFHQW�HʡRUWV�XQGHU�WKH�.HQ\D�$VVRFLDWLRQ�RI�0DQ-
ufacturers’ Manufacturing Priority Agenda (MPA) 2025 and 
World Bank supported initiatives such as KIEP aim to reverse 
stagnation and modernize Kenya’s manufacturing ecosystem.

Further, Kenya has put in place diverse mechanisms to support 
the growth of the manufacturing sector, as outlined in BETA. 
These include: prioritizing manufacturing growth to 20per cent  
of Kenya’s GDP by 2030; adopting Kenya’s export-led growth 
strategy; implementing the Buy Kenya Build Kenya strategy; 
LGHQWLI\LQJ�SULRULW\�YDOXH�FKDLQV�IRU�VSHFLʢF�LQWHUYHQWLRQV��DQG�
DFFHOHUDWLQJ�WKH�UDWLʢFDWLRQ�RI�NH\�WUDGH�DJUHHPHQWV��.HQ\D�
has continued to have open communication channels with the 
manufacturing sector. This is geared towards revamping the 
manufacturing sector as well as drive competitiveness and 
growth of local industries through the value chain approach.
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Chapter

03.
3.0 INDUSTRIAL MAPPING FINDINGS

The exercise was conducted in the eleven sub-counties within Nairobi County with the primary objective 
of developing a database and directory of industries, purposely for policy formulation  & promotion of 
LQGXVWULDO�JURZWK�DQG�GHYHORSPHQW��7KH�NH\�ʢQGLQJV�DUH�SUHVHQWHG�EHORZ�

����'LVWULEXWLRQ�$QG�(VWDEOLVKPHQW�3URʢOH

Nairobi County serves as Kenya’s industrial heartbeat, 
hosting a diverse array of manufacturing establishments 
that span formal enterprises, SMEs, and informal sector 
players. The spatial distribution of these establishments 
is largely concentrated in key industrial zones such as 
Industrial Area, Baba Dogo, Ruaraka, and Embakasi, with 
emerging clusters in satellite towns like Athi River and 
6\RNLPDX��7KHVH�]RQHV�EHQHʢW�IURP�SUR[LPLW\�WR�WUDQV-
port infrastructure, access to skilled labor, and relatively 
better utility services.

The manufacturing landscape in Nairobi is characterized 
by: sectoral diversity where dominant industries include 
food and beverage processing, textiles and apparel, plas-
tics, pharmaceuticals, and metal fabrication. Fast-moving 
consumer goods (FMCG) producers and agro-processing 
ʢUPV�DUH�SDUWLFXODUO\�SURPLQHQW��HQWHUSULVH�FRPSRVL-
WLRQ�LQWHUPV�LQ�ZKLFK�D�IHZ�ODUJH�IRUPDO�ʢUPV�DQFKRU�
the sector but the small and medium-sized enterprises 
(SMEs) form the backbone of manufacturing activity and 
DOVR�SOD\V�D�VLJQLʢFDQW�UROH��HVSHFLDOO\�LQ�YDOXH�DGGLWLRQ�
DQG�HPSOR\PHQW�JHQHUDWLRQ��PDQ\�ʢUPV�GHPRQVWUDWH�
DGDSWLYH�VWUDWHJLHV�VXFK�DV�SURGXFW�LQQRYDWLRQ��ʣH[LEOH�
production systems, and niche market targeting; and 
PDQXIDFWXULQJ��FRQWULEXWHV�VLJQLʢFDQWO\�WR�HPSOR\PHQW��
especially for youth and women, and supports urban 
livelihoods through forward and backward linkages in 
supply chains.

7KLV�G\QDPLF�HFRV\VWHP�UHʣHFWV�1DLURELȿV�SRWHQWLDO�WR�
drive inclusive industrial growth, provided that enabling 
policies, infrastructure upgrades, and targeted support 
for SMEs and informal manufacturers are prioritized.

From the mapping exercise that had been conducted, 
1,241 establishments show a high concentration in:

 Starehe (38.2per cent )

 Kasarani (16.5per cent )

 Lang’ata (13.9per cent )

Ownership Structures:

 70.7 per cent are  Private Limited Companies

 16.9 per cent  are Sole Proprietorships

 8.9 per cent  are Partnerships

 3.5 per cent  other categories including public lim-
ited companies and parastatals

Ownership by nationality:

 65 per cent  are Kenyan owned

 34.7 per cent  are owned by Non-citizens

 0.3 per cent  are Government-owned

Number of years in operation:

 62.7per cent have operated for over 10 years

 17.6per cent have operated between  6 and 10 
years

 10.5per cent  have operated between1 and3 years

The number of new entrants in the sector within the 
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last three years, depicts a manufacturing sector that has 
opportunities for growth and investment. 

Association Membership:

 51.97 per cent of the establishments belong to the  
Kenya Association of Manufacturers (KAM)

 16.45 per cent of the establishments belong to the  
Federation of Kenyan Employers (FKE)

  6.05 per cent of the establishments belong to the in 
Kenya National Chamber of Commerce and Industry 
(KNCCI)

 5.79 per cent of the establishments belong to the 
Kenya Private Sector Alliance(KEPSA

 ������SHU�FHQW��RI�WKH�HVWDEOLVKPHQWV�DUH�DʤOLDWHG�
with at least one industry association.

����3URGXFWLRQ�3URʢOH

The manufacturing output in Nairobi City County demon-
VWUDWHV�D�ZHOO�GLYHUVLʢHG�VWUXFWXUH��VSDQQLQJ�DFURVV�ERWK�IRRG�
DQG�QRQ�IRRG�VXE�VHFWRUV��7KH�VHFWRU�H[KLELWV�VLJQLʢFDQW�
production capacity in high-consumption goods, indicating 
the city’s role as a production and supply hub not only for 
the capital but also for the national economy.

Food processing in Nairobi supports critical value chains in 
urban consumption and agribusiness. The leading sub-sectors 
within this category include:

 Bakery Products - With over 4.1 million metric tons, 
this sub-sector alone constitutes over 50 per cent 
of Nairobi’s food manufacturing output, catering to 
daily urban demand.

 Grain Milling - Contributing 858,088 MT, it plays a 
YLWDO�UROH�LQ�ʣRXU�DQG�FHUHDO�SURGXFWLRQ��FRQVWLWXWLQJ�
roughly 10.3 per cent of food sector output.

 Dairy Products - Processed volume exceeded 239 
million litres, accounting for approximately 27.7 per 
cent of food manufacturing by volume.

 Meat Processing - With 116,519 MT, it contributes 
about 1.4 per cent, supporting protein needs for ur-
ban populations.

 Animal Feeds - At 260,804 MT, it supports livestock 
and poultry sectors, especially in peri-urban zones.

 Soft Drinks and Bottled Water - Production of 341 
million litres, comprising nearly 4 per cent of the 
food sub-sector.

 Vegetable Oils & Fats, Spirits, and Malt Liquors - 
7KHVH�FRQWULEXWH�WKH�UHPDLQLQJ�����SHU�FHQW�UHʣHFWLQJ�
GLYHUVLʢHG�IRRG�DQG�EHYHUDJH�SURGXFWLRQ�

7KHVH�ʢJXUHV�VXJJHVW�WKDW�WKH�IRRG�PDQXIDFWXULQJ�LQGXV-
try in Nairobi remains essential in ensuring food security, 
supporting upstream agriculture, and sustaining urban con-
sumption.

Non-food manufacturing dominates Nairobi’s industrial 
SURʢOH��VSDQQLQJ�OLJKW�PDQXIDFWXULQJ��FKHPLFDOV��EXLOGLQJ�
materials, and consumer goods. Key highlights include:

 Textiles and Apparel:

o Made-up Textile Articles (70 million pieces) lead 
the textile category, forming about 23.7 per cent 
of non-food manufacturing by item count.

o Textile Fibre Spinning contributed over 1.27 mil-
lion kg, and leather processing covered over 1.8 
million square feet, with footwear production 
reaching 15.3 million units - collectively con-
tributing 17.2 per cent to non-food production.

 Chemicals and Detergents:

o Paints, Varnishes, and Inks: 36 million litres pro-
duced, contributing 12.2 per cent to non-food 
manufacturing.

o Soap, Detergents & Cosmetics: 123,853 MT, 
accounting for 10.4 per cent of volume-based 
output.

 Construction Inputs:

o Basic Iron and Steel production stood at 372,475 
MT, comprising 10.2 per cent of total non-food 
production.

o Plastics and Glass Products together added over 
73,000 MT, representing 4.3 per cent

 Tobacco Products: 7.4 billion sticks (milles), forming 
6.7 per cent of the sector.

These sub-sectors provide essential inputs for Kenya’s in-
frastructure, urban housing, transport, packaging, and san-
itation needs.
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3.3 Raw Material Sourcing

5DZ�PDWHULDO�VRXUFLQJ�LQ�1DLUREL�&RXQW\�UHʣHFWV�D�G\QDPLF�
interplay between local availability, regional trade, and global 
supply chains. Manufacturing establishments—ranging from 
ODUJH�IRUPDO�ʢUPV�WR�60(V�DQG�LQIRUPDO�SURGXFHUVȼDGRSW�
YDULHG�VRXUFLQJ�VWUDWHJLHV�EDVHG�RQ�VHFWRUDO�QHHGV��FRVW�Hʤ-
ciency, and supply reliability. Key characteristics on material 
sourcing  include: 

 Local Sourcing Trends: There is a growing shift to-
ward domestic procurement, especially among FMCG 
giants like Unilever Kenya, which aims to source up to 
70% of its raw materials locally by 2025. This trend 
is driven by supply chain disruptions, cost pressures, 
and policy incentives promoting local resilience.

 6HFWRU�6SHFLʢF�,QSXWV�

o Agro-processing firms rely heavily on Kenyan 
agricultural produce such as maize, sugarcane, 
and horticultural crops.

o Chemical and plastics manufacturers source bulk 
inputs from suppliers like Reucher Africa Kenya 
Limited and FADA Energy Chemical Company, 
ZKLFK�RʡHU�LQGXVWULDO�FKHPLFDOV��SHWURFKHPLFDOV��
and plastic resins.

o Textile and apparel industries often blend local 
FRWWRQ�ZLWK�LPSRUWHG�V\QWKHWLF�ʢEHUV�

 Import Dependency: 'HVSLWH�HʡRUWV�WR�ORFDOL]H��PDQ\�
manufacturers still depend on imported raw materi-
als—especially for specialized inputs like pharmaceu-

tical ingredients, high-grade metals, and advanced 
polymers.

 Supply Chain Challenges: Manufacturers face hurdles 
VXFK�DV�ʣXFWXDWLQJ�JOREDO�SULFHV��ORJLVWLFDO�ERWWOH-
necks, and inconsistent quality standards. These chal-
lenges have spurred interest in backward integration 
and strategic warehousing.

 3ROLF\�DQG�,QIUDVWUXFWXUH�,QʣXHQFH��Proximity to 
transport corridors like Mombasa Road and access 
to bonded warehouses in Nairobi enhance sourcing 
HʤFLHQF\��*RYHUQPHQW�LQLWLDWLYHV�XQGHU�WKH�.HQ\D�
Industrial Transformation Programme (KITP) also 
encourage local value chain development.

In essence, raw material sourcing in Nairobi’s manufacturing 
sector is evolving toward greater localization, supported by 
strategic partnerships and infrastructure upgrades. This shift 
holds promise for industrial competitiveness and inclusive 
economic growth. The sourcing of raw materials plays a 
critical role in cost and sustainability. Nairobi manufacturers 
in some sub-sectors rely heavily on imported raw materials, 
particularly:

 Motor vehicles & trailers: 76.98 per cent importation 
of raw material 

 Imitation jewellery 72.31 per cent 

 Pharmaceuticals 62.28 per cent

 Electrical Equipment 61.32 per cent 
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In contrast, some sub-sectors source nearly all raw materials 
locally, including:

 Dairy Produce, Cocoa, Fish, Apparel: 100 per cent  
local sourcing

 Milling products: 88.1 per cent are sourced locally

 Meat and vegetables: 86 per cent are sourced locally

This highlights both dependency risks for certain industries 
and opportunities to boost local value chains

�����(PSOR\PHQW�3URʢOH

3.4.1 Overview of Employment in the Manufactur-
ing Sector
7KH�PDQXIDFWXULQJ�VHFWRU�LV�D�VLJQLʢFDQW�HPSOR\HU�LQ�.HQ\D��
providing jobs for thousands of people. According to data 
from the Kenya National Bureau of Statistics (2021), the 
number of persons in formal manufacturing employment 
increased by 6.7 per cent from 316,900 thousand in 2020 
to 338.000 thousand in 2021.

 Employment by sub-sector: The manufacturing 
sector in Kenya is composed of several sub-sectors, 
with food and beverage being the largest employer. 
In 2020, the food and beverage sub-sector employed 
approximately 167,000 people, while the textiles and 
clothing sub-sector employed about 36,000 people.

 Gender distribution: The manufacturing sector in 
Kenya is predominantly male-dominated. In 2020, 
approximately 76% of the total employees in the 
sector were male, while only 24% were female.

 Youth employment: The manufacturing sector in 
.HQ\D�KDV�DOVR�EHHQ�D�VLJQLʢFDQW�HPSOR\HU�RI�\RXQJ�
people. In 2020, approximately 48% of the total 
employees in the sector were aged between 20-34 
years.

 Formal and informal employment: The majority of 
employment in the manufacturing sector in Kenya 
is informal, with only a small percentage of workers 
being formally employed. In 2020, approximately 
78% of the total employees in the sector were en-
gaged in informal employment, while only 22% were 
in formal employment.

������(PSOR\PHQW�3URʢOH�LQ�1DLUREL�&RXQW\

Nairobi City County continues to anchor Kenya’s manufac-
turing workforce, employing 99,146 workers,70 per cent 
male (69,039) and 30 per cent female (30,107). While male 
dominance remains evident, several sub-sectors are exhib-

iting increased female participation. Enterprise Size Distri-
bution revealed that small enterprises (10-49 employees) 
account for the highest share of employment at 39.6 per 
cent , followed by large enterprises (100+ employees) at 26.8 
per cent. Micro-enterprises (<10 employees) and medium 
enterprises (50-99) account for 22.2 per cent and 11.4 per 
cent respectively. This underscores the pivotal role of small-
scale industries in job creation.

Gender Representation by Sub-sector showed that tradition-
ally male-dominated areas such as footwear (95.8 per cent  
male) and machinery (93 per cent  male) contrast sharply 
with female-majority sub-sectors such as jewellery (88.5 
per cent  female), fertilizer production (71.8 per cent), and 
HOHFWULF�OLJKWLQJ�HTXLSPHQW�������SHU�FHQW����7KHVH�ʢQGLQJV�LQ-
dicate opportunities for targeted gender-responsive policies, 
especially in emerging and light manufacturing segments.

In terms of employment by sub-county, Starehe leads as the 
county’s manufacturing employment hub, with an average 
of 31.3 per cent, 32.9 per cent  male and 27.7 per cent  fe-
male representation. Kasarani and Westlands show higher 
proportions of female employment, hinting at a shift toward 
inclusivity in new industrial clusters.

These statistics show that while the manufacturing sector 
LQ�.HQ\D�DQG�LQ�SDUWLFXODUO\�1DLUREL�&RXQW\�LV�D�VLJQLʢFDQW�
employer, there is a need to address issues such as gender 
imbalance and informal employment.

3.5. Capacity Utilisation

On capacity utilization, we are looking into the extent to 
ZKLFK�D�PDQXIDFWXULQJ�ʢUP�XVHV�LWV�LQVWDOOHG�SURGXFWLRQ�
FDSDFLW\��+LJK�XWLOL]DWLRQ�VXJJHVWV�HʤFLHQW�RSHUDWLRQV��ZKLOH�
low utilization may indicate underperformance or systemic 
constraints. Nairobi County, as Kenya’s industrial hub, hosts 
a diverse array of manufacturing firms from large-scale 
enterprises to SMEs. However, capacity utilization across 
the sector During the survey on mapping of industries, the 
following key observations were made: remains suboptimal, 
ZLWK�PDQ\�ʢUPV�RSHUDWLQJ�EHORZ���Ȼ����RI�WKHLU�LQVWDOOHG�
capacity. 

 SMEs dominate the landscape, comprising over 90% 
RI�PDQXIDFWXULQJ�ʢUPV�

 Underutilization is widespread, especially among 
small and medium enterprises.

 Sectoral variation do exist e.g. food processing and 
construction materials tend to have higher utilization 
than textiles or electronics.
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 During the conversation with the industry players, 
the team also noted that the Manufacturing estab-
lishments face various obstacles that hinder optimal 
production. The most cited challenges for underuti-
lization included:

 High Operating Costs:�HQHUJ\�WDULʡV��ORJLVWLFV�LQHI-
ʢFLHQFLHV��DQG�UHJXODWRU\�EXUGHQV�LQʣDWH�SURGXFWLRQ�
costs.

o High taxation and levies - 74.81 per cent 

o High utility costs - 62.9 per cent 

o High cost of raw materials - 58.93 per cent 

o Power supply breakdowns - 45.19 per cent 

 0DUNHW�$FFHVV�	�&RPSHWLWLRQ�FDXVLQJ�,QVXʤFLHQW�
domestic demand - 53.44 per cent  where the local 
PDQXIDFWXUHUV�IDFH�VWLʡ�FRPSHWLWLRQ�IURP�LPSRUWV��
especially in consumer goods and limited export 
channels constrain growth beyond domestic demand.

 Policy and Infrastructure Gaps: inconsistent policy 
implementation and inadequate industrial infra-
VWUXFWXUH��H�J���URDGV��ZDWHU��SRZHU��DʡHFW�SURGXFWLRQ�
continuity.

 Skills Mismatch: a shortage of technically skilled 
ODERXU�DʡHFWV�SURGXFWLYLW\�DQG�HTXLSPHQW�KDQGOLQJ�

 Shortage/cost of credit - 44.89 per cent that has been 
DʡHFWHG�E\�ODFN�RI�DFFHVV�WR�DGHTXDWH�ʢQDQFH

$W�WKH�DFWLYLW\�OHYHO��VSHFLʢF�VXE�VHFWRUV�VXFK�DV�PHWDO�IDEUL-
cation, textile machinery, concrete products, and confection-
ery reported non-optimal operations. Conversely, activities 
like tea processing, motor vehicle assembly, and domestic 
appliance manufacturing showed high optimal operation 
rates. Some Sub sectors had mixed responses. For example:

 Bakery products: 62.7 per cent not at optimal

 Dairy products: 66.7 per cent not at optimal

 Fruit & vegetable processing: 57.9 per cent not at 
optimal

7KHVH�SDWWHUQV�SRLQW�WR�VHFWRU�VSHFLʢF�FRQVWUDLQWV�DQG�YDU\-
LQJ�RSHUDWLRQDO�HʤFLHQFLHV�DFURVV�WKH�ERDUG��&DSDFLW\�XWLOL-
]DWLRQ�LQ�1DLUREL�&RXQW\ȿV�PDQXIDFWXULQJ�VHFWRU�UHʣHFWV�ERWK�
the potential and constraints of Kenya’s industrial landscape. 
While the sector is vibrant and diverse, underutilization 
remains a barrier to inclusive growth and competitiveness. 
Addressing structural challenges—through innovation, policy 
reform, and strategic investment—can unlock higher pro-
ductivity and position Nairobi as a regional manufacturing 
powerhouse.

3.6. Energy And Utility Usage

One of the biggest energy consumers in Kenya is the man-
ufacturing sector. The sector is a key engine of growth as 
it harbors high productivity economic activities. In devising 
KHU�GHYHORSPHQW�SODQ��.HQ\D�KDV�HQYLVLRQHG�D�VSHFLʢFDOO\�
central role for this sector. Given the significance of the  
manufacturing sector both in its impact on the economy’s 
performance and in energy consumption, the need for energy 
HʤFLHQF\�KDV�JDLQHG�SURPLQHQFH��7KH�,QWHUQDWLRQDO�(QHU-
J\�$JHQF\��,($��SURYLGHV�WKDW�HQHUJ\�HʤFLHQF\�LV�WKH�EHVW�
FRVW�HʡHFWLYH�PHDVXUH�WR�KDQGOH�HQHUJ\�XVH�FRQFHUQV��,($��
�������(QHUJ\�HʤFLHQF\�HQWDLOV�WKH�XVH�RI�IHZHU�DPRXQWV�
of energy in production without reducing output (Lundgren 
et al..2016). The manufacturing sector in Nairobi County is 
one of the highest energy-consuming segments of Kenya’s 
economy. It accounts for over 50% of national electricity 
consumption and approximately 12% of fuel usage, second 
only to the transport sector. 

Energy is a major input for Nairobi’s manufacturing estab-
lishments, with total energy-related expenditures reaching 
Kshs 20.6 billion. Top utility expenditures:

 Electricity (KPLC): Kshs 13.3 billion (550M kWh con-
sumed)

 Diesel: Kshs 3.8 billion (22.4M litres consumed)

 LPG Gas: Kshs 953M

 Kerosene: Kshs 556M

 Petrol: Kshs 497M

Electricity from solar, wind, and biogas also featured but at 
much smaller scales.

Energy Satisfaction Levels:

 High: Charcoal 85.7 per cent, LPG 69.8 per cent, Solar 
65.3 per cent

 Moderate: Diesel 53.8 per cent, Petrol 51.2 per cent

 Low: KPLC electricity 42 per cent 

7KH�XVDJH�YHUVXV�FDSDFLW\�DQDO\VLV�DOVR�UHYHDOHG�VLJQLʢFDQW�
underutilization, especially for LPG and diesel, indicating 
room for operational scale-up if barriers are addressed. 
Energy and utility usage in Nairobi County’s manufacturing 
sector is both a challenge and an opportunity. While con-
VXPSWLRQ�FRQWLQXHV�WR�ULVH��LQHʤFLHQFLHV�SHUVLVW��HVSHFLDOO\�
among SMEs. Strategic investments in technology, policy 
UHIRUPV��DQG�FDSDFLW\�EXLOGLQJ�FDQ�XQORFN�VLJQLʢFDQW�VDY-
ings, enhance competitiveness, and support Kenya’s broader 
industrialization goals.
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04.
4.0. MANUFACTURING SECTOR TRENDS

The manufacturing sector in Nairobi has demon-
strated steady growth over recent years, with the 
national manufacturing output reaching KES 3.69 

trillion in 2024. From 2020 to 2024, the sector recorded a 
Compound Annual Growth Rate (CAGR) of approximately 
11.64 per cent. However, its contribution to GDP declined 
slightly from 7.5 per cent in 2023 to 7.3 per cent in 2024  
(Economic Survey, 2025),suggesting that while the sector 
is expanding in absolute terms, it is growing at a slower 
pace compared to other sectors of the economy. Several 
underlying trends and structural dynamics are shaping the 
trajectory of the manufacturing industry in Nairobi and 
nationally. These trends, along with emerging opportuni-
ties and risks, require close attention from policymakers, 
investors, and sector stakeholders;

4.1 Regional Concentration

Nairobi consistently contributes around 36.9 per cent  of 
WRWDO�PDQXIDFWXULQJ�*'3��GZDUʢQJ�0RPEDVD�DW�����SHU�FHQW��
and Kiambu at 8.4per cent (Gross County Product Report, 
2023). The over-concentration threatens balanced regional 
development. Strengthening manufacturing hubs in Kisumu, 
Eldoret, and Mombasa is vital for equitable industrial growth.

To address this, the government is implementing County 
Aggregation and Industrial Parks (CAIPs) and expanding 
industrial infrastructure to decentralize manufacturing and 
foster regionally inclusive growth.

4.2 Export Performance & Trade Integration  

Africa is the dominant destination of Kenya’s exports ac-
counting for 43 per cent  of total value of export earnings 
in 2023. Total exports to Africa increased by 21.6 per cent  
to Ksh. 435 billion in the review period. (Economic Survey 

2024). This growth was mainly supported by an increase 
in exports to the EAC economic bloc, which accounted for 
30.3 per cent of the total export earnings. This illustrates 
the importance of the African continent and the value of the 
AfCFTA as an export market which provides a huge market 
for the 1.3 billion people in the African continent.

In 2023, exports of food and beverages accounted for 
44.25per cent  of total exports, followed by non-food in-
dustrial supplies at 26.61per cent. During this period, the 
share of domestic exports of fuel and lubricants increased 
from 1.34per cent  in 2022 to 1.83per cent  in 2023, largely 
driven by domestic exports of primary fuel and lubricants. 
The share of domestic exports of machinery and other capital 
equipment increased from 1.41per cent  in 2022 to 1.63per 
cent  in 2023.(Economic Survey 2024)

4.3 Technology Adoption & Automation 

Technology adoption across Kenya’s manufacturing sector 
remains relatively low, particularly among Micro, Small, and 
Medium Enterprises (MSMEs). Most establishments continue 
to rely on labour-intensive processes and outdated equip-
ment, limiting productivity, quality, and competitiveness. 
According to the Census of Industrial Production (2018) and 
insights from the Entrepreneurship Ecosystem and MSME 
Report (World Bank), less than 20 per cent of manufacturing 
ʢUPV�KDG�DGRSWHG�GLJLWDO�SURGXFWLRQ�RU�SURFHVV�DXWRPDWLRQ�
tools by 2023.

This slow uptake has implications for industrial resilience, 
especially in light of global supply chain disruptions, rising 
labour costs, and growing demands for quality assurance. 
Sectors such as pharmaceuticals, food processing, and pack-
aging have shown marginal progress in automation, but 
broader transformation is constrained by high initial costs, 
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lack of technical capacity, and limited access to industrial 
internet infrastructure. Kenya’s shift toward digital industrial 
transformation is supported through initiatives like the Kenya 
Industry and Entrepreneurship Project (KIEP), TVET reforms, 
and public-private innovation platforms.

However, to scale this impact, there is a need for targeted 
support to facilitate:

� $ʡRUGDEOH�DFFHVV�WR�PDQXIDFWXULQJ�WHFKQRORJLHV��H�J���
robotics, smart machinery, ERP systems)

 Skills development in industrial automation and digital 
manufacturing

 R&D 

 Linkages with institutions like KIRDI

 Policy incentives for Industry 4.0 adoption, especially 
among SMEs

Greater integration of technology and automation is critical 
if Kenya’s manufacturing sector is to achieve global com-
SHWLWLYHQHVV��UHGXFH�RSHUDWLRQDO�LQHʤFLHQFLHV��DQG�SUHSDUH�
for emerging digital value chains under AfCFTA and beyond.

4.4 MSME and Informal Sector Integration

MSMEs represent over 60 per cent of Kenya’s manufactur-
ing establishments, yet many operate informally, limiting 
DFFHVV�WR�ʢQDQFH��PDUNHWV��DQG�LQIUDVWUXFWXUH��,QIRUPDOLW\�
persists due to complex compliance processes and limited 
support structures.

Government-led efforts such as MSEA’s KJET and Nyota 
program, Common Manufacturing Facilities, and inclusion 
in CAIPs are helping integrate MSMEs into the formal in-
dustrial ecosystem.

Policy frameworks like Fourth MTP and MPA 2025 now em-
SKDVL]H�VLPSOLʢHG�OLFHQVLQJ��GLJLWDO�UHJLVWUDWLRQ��DQG�VXSSO\�
chain inclusion, making MSME formalization a national pri-
ority for inclusive industrial growth.

4.5 Green Manufacturing & Sustainability 

Kenya's manufacturing sector is increasingly adopting green 
practices to align with global sustainability standards and 
reduce environmental impact. Nairobi-based industries have 
EHJXQ�LQWHJUDWLQJ�VRODU��ELRJDV��DQG�HQHUJ\�HʤFLHQW�WHFK-
nologies, supported by government incentives and policies.

The government has promoted sustainability through:

 Duty remissions and tax incentives on green inputs 
and equipment

 Support for waste-to-energy initiatives, water recycling, 
and cleaner production

 Inclusion of green transition goals in Fourth MTP and 
the Kenya Green Economy Strategy

Institutions like KIRDI and Nairobi Industrial and Technology 
3DUN�DUH�KHOSLQJ�ʢUPV�SURWRW\SH�HFR�IULHQGO\�SURFHVVHV��
especially in agro-processing, chemicals, and textiles.

.HQ\D�QRZ�RʡHUV�UHQHZDEOH�HQHUJ\�IHHG�LQ�WDULʡV��5(),7��
and incentives in SEZs, promoting green manufacturing. Yet 
solar, wind, and biogas adoption remains minimal. KAM calls 
WR�UHGXFH�HOHFWULFLW\�WDULʡV��HVSHFLDOO\�IRU�60(V�DQG�HQHU-
gy-intensive industries. Scaling up green manufacturing is key 
for accessing AfCFTA, EU markets, and positioning Nairobi 
as a competitive hub for climate-smart industrialization.

4.6 Energy Cost & Competitiveness

(OHFWULFLW\�SULFHV�LQ�.HQ\D��.(6�������N:K��DUH�VLJQLʢFDQW-
ly higher compared to Uganda (KES 22.98) and Tanzania 
(KES 11.23). (globalpetrolprices.com/electricity prices/#hl75). 

KAM notes a 59 per cent increase in industrial rates between 
January 2021 and January 2024, undermining sector com-
petitiveness.

Compared to Uganda and Tanzania, Diesel prices in Kenya 
are at KES 165.7 per litrea, whereas in Uganda the prices is 
at KES 176 and Tanzania at KES 135.9 respectively. 
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Figure 1: Electricity prices for selected countries, December 2024 (kWh,US$)

Figure 2: Diesel prices for selected countries, February 2025 (Litre/US$)
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 4.7 Skills Development & Workforce Readiness

Manufacturing accounts for 11.5per cent of formal employ-
ment, with 347,000 jobs created in 2024. The total number 
of persons employed in the formal manufacturing sector 
grew by 2.8 per cent from 352.6 thousand recorded in 2022 
to 362.3 thousand in 202. (Economic survey 2022 & 2024).

Kenya’s manufacturing sector faces a skills mismatch, with 
PDQ\�ʢUPV�FLWLQJ�OLPLWHG�DFFHVV�WR�WHFKQLFDOO\�WUDLQHG�ODERU��
especially in automation, engineering, and quality control. 
This gap has hindered productivity and innovation, partic-
ularly among SMEs.

To address this, the government and development partners 
have invested in:

 TVET modernization and curriculum alignment with 
industry demands

 Programs like the Kenya Industry and Entrepreneurship 
Project (KIEP) supporting establishment-level innova-
tion

 Partnerships between manufacturers and technical 
universities for on-the-job training

 Support from institutions like KIRDI for prototyping 
and technical upskilling

Despite progress, there’s a need to scale up industry-aca-
demia linkages, strengthen apprenticeship systems, and pro-
mote lifelong learning to prepare the workforce for emerging 
manufacturing technologies and regional competition.
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4.8 Access to Finance & Non-Performing Loans (NPLs)

The total credit approved for use in the manufacturing sector 
E\�ERWK�FRPPHUFLDO�EDQNV�DQG�LQGXVWULDO�ʢQDQFLDO�,QVWLWX-
tions in 2023 amounted to Ksh. 639.0 billion, an increase 

of 20.8 per cent from Ksh. 528.9 billion in 2022. (Economic 
Survey 2024).

ÁÞÜêçÚ� ��¾çÚÙÞé�ÖÙëÖãØÚÙ�éä�éÝÚ�ÈÖãêÛÖØéêçÞãÜ�èÚØéäç�×î�ØäââÚçØÞÖá�×Öãàè�ÖãÙ�äéÝÚç�ĝãÖãØÞÖá�ÞãèéÞéêéÞäãè�
(Ksh billion)

Figure 4: Gross non-performing loans advanced to the manufacturing sector (2018-2023) Ksh. Million)

Gross non-performing loans (NPLs) advanced to the man-
ufacturing sector have been on an upward trajectory and 
increased to Ksh. 135,167.5 million compared to Ksh. 
90,883.60 in 2022. This implies that there are conditions 
prevailing in the country hindering the capacity of the man-

ufacturing sector to service its loans. One of the reasons 
is diminished purchasing power by consumers due to the 
prevailing cash crunch. (CBK Bank supervision Annual Re-
port, 2018-2023)
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 4.9 Regulatory Environment & Taxation

Manufacturers are also major sources of domestic taxes. For instance, between January 2023 to January 2024, domestic 
tax contribution by manufacturers was Ksh. 135.2 billion, a monthly average of Ksh. 10.4 billion (KRA)

Table 1: Domestic tax (Kes Million) contribution by manufacturers in Kenya (Jan 2023 - Jan 2024)

A competitive analysis of Railway Development Levies and 
Import Declaration fee on imports between Kenya and its 
neighbors, shows that Kenya charges 2.5 per cent on IDF 
and 2 per cent on RDL, a total of 4.5 per cent. Uganda and 
Tanzania both charge 1.5 per cent for both IDF and RDL, 

while Rwanda charges 1.9 per cent.

KAM has raised concerns about regulatory burdens, tax insta-
bility, and compliance challenges. It recommends streamlin-
ing regulatory processes and promoting local value addition 
through targeted tax incentives for SMEs and exporters.

Table 2: Competitive analysis of RDL and IDF on imports 

4.10 Gender Inclusion

While Nairobi’s manufacturing sector remains predominantly 
male-dominated 70 per cent of the workforce is male, there 
are notable pockets of progress in gender inclusion. Several 
sub-sectors show strong female representation, including: 
Jewellery & related articles, Electric lighting equipment, 
Fertiliser production and Apparel and textile manufacturing. 
Sub-counties like Kasarani and Westlands also exhibit higher 
SURSRUWLRQV�RI�IHPDOH�HPSOR\PHQW��UHʣHFWLQJ�VKLIWLQJ�SDW-

terns in workforce composition.

These trends signal opportunities for gender-responsive 
policies, skills development targeting women, and incentives 
to support female-led enterprises in light manufacturing and 
value-added processing. Promoting gender inclusion is not 
only a matter of equity but also key to unlocking underuti-
lised human capital in the industrial workforce.
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���*29(510(17ʳ�/('�,1,7,$7,9(6�

The Government of Kenya has launched a series of strategic initiatives aimed at revitalizing 
and expanding manufacturing activities within Nairobi County, recognizing its central role in 
QDWLRQDO�LQGXVWULDO�GHYHORSPHQW��7KHVH�HʡRUWV�DUH�DQFKRUHG�LQ�EURDGHU�IUDPHZRUNV�VXFK�DV�WKH�

Bottom-Up Economic Transformation Agenda (BETA), Vision 2030, and the African Continental Free 
Trade Area (AfCFTA) implementation. These initiatives collectively aim to position Nairobi County 
as a competitive, inclusive, and innovation-driven manufacturing hub. Their success hinges on ef-
IHFWLYH�LPSOHPHQWDWLRQ��VWDNHKROGHU�FROODERUDWLRQ��DQG�FRQWLQXRXV�GDWD�GULYHQ�SROLF\�UHʢQHPHQW�

5.1 Policy and Regulatory Support

The Government of Kenya, in collaboration with industry stakeholders such as the Kenya Association 
of Manufacturers (KAM), has progressively implemented policy and regulatory reforms to enhance the 
competitiveness of the manufacturing sector. Anchored in the Manufacturing Priority Agenda (MPA) 
2025 and the Fourth Medium-Term Plan, these reforms focus on improving the business environment, 
reducing the cost of compliance, and incentivizing local production.

 Manufacturing Priority Agenda (MPA): Developed annually by KAM, the MPA 
SURYLGHV�D�URDGPDS�IRU�SROLF\�HQJDJHPHQW�DQG�SULRULWL]DWLRQ��IRFXVLQJ�RQ�ʢYH�
SLOODUV��FRPSHWLWLYHQHVV�DQG�OHYHO�SOD\LQJ�ʢHOG��LQGXVWULDO�SURGXFWLYLW\��PDUNHW�
access, SME development, and sustainable manufacturing. The agenda is widely 
adopted by policy makers to inform legislative and administrative action.

 Buy Kenya, Build Kenya Strategy: Spearheaded by the Ministry of Investments, 
Trade and Industry, this strategy promotes the consumption of locally manu-
factured goods through public procurement preferences, awareness campaigns, 
and capacity building of domestic producers.

 Regulatory Reforms and Ease of Doing Business: Under the Business Reforms 
and Transformation Unit (BRTU) at the National Treasury, the government con-
tinues to streamline licenses, reduce duplicative regulations, and enhance digital 
service delivery to reduce regulatory burdens across the manufacturing lifecycle.

 Incentives under SEZs and EPZs: The establishment of Special Economic Zones 
(SEZs) and Export Processing Zones (EPZs) has enabled eligible manufacturers to 
DFFHVV�WD[�LQFHQWLYHV��VLPSOLʢHG�FXVWRPV�SURFHGXUHV��DQG�LPSURYHG�LQIUDVWUXFWXUH��
thereby attracting both domestic and foreign investment into industrial activities.
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Key initiatives include:
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5.1.1 Fiscal Incentives and Research-Driven Indus-
trial Support

The State Department for Industry (SDI), under the Ministry 
of Investments, Trade and Industry, plays a pivotal role in 
supporting Kenya’s manufacturing sector through target-
ed industrial policy, regulatory facilitation, and incentive 
schemes. One of its core functions is conducting industrial 
UHVHDUFK�DQG�RʡHULQJ�HYLGHQFH�EDVHG�SROLF\�DGYLVRU\�VHUYLFHV��
This research helps identify priority sectors, address market 
gaps, and guide investment decisions, thereby shaping a 
more competitive manufacturing ecosystem.

A major function of the department is the coordination 
of the Industrial Parts Exemption Program, which enables 
manufacturers to import machinery, equipment, and critical 
components duty-free-provided they are not locally avail-
DEOH��7KLV�VLJQLʢFDQWO\�ORZHUV�FDSLWDO�LQYHVWPHQW�FRVWV�DQG�
supports industrial productivity, especially for SMEs and 
emerging enterprises.

Additionally, SDI oversees the Duty Remission Scheme (DRS) 
under the East African Community (EAC) framework. This 
LQLWLDWLYH�DOORZV�HOLJLEOH�PDQXIDFWXUHUV�WR�LPSRUW�VSHFLʢF�
raw materials and intermediate goods at reduced or zero 
duty, thus lowering production costs and boosting export 
competitiveness. The department also performs a technical 
evaluation and compliance facilitation role. It works closely 
with agencies such as the Kenya Revenue Authority (KRA), 
Kenya Bureau of Standards (KEBS), and industry associations 
like the Kenya Association of Manufacturers (KAM) to ensure 
that manufacturers meet the eligibility criteria for duty 
waivers while maintaining industry standards.

Lastly, the SDI provides direct support to key manufacturing 
sub-sectors-such as agro-processing, pharmaceuticals, auto-
PRWLYH��DQG�WH[WLOHV�E\�SURPRWLQJ�WDLORUHG�ʢVFDO�LQFHQWLYHV�
and aligning its programs with national policy instruments 
like the Bottom-up Economic Transformation Agenda (BETA) 
and Vision 2030.

5.1.2 Finance and Credit Access

.,(�FRQWLQXHV�WR�SOD\�D�NH\�UROH�LQ�ʢQDQFLQJ�060(V�LQ�WKH�
PDQXIDFWXULQJ�VSDFH�E\�RʡHULQJ�DʡRUGDEOH�ORDQV��HTXLS-
ment leasing, and industrial sheds. It targets early-stage 
and growing enterprises across Nairobi and other counties, 
especially those lacking access to mainstream credit. KDC 
SURYLGHV�ORQJ�WHUP�DQG�SURMHFW�EDVHG�ʢQDQFLQJ�WR�FDWDO\VH�
investment in large-scale manufacturing, agro-processing, 
and industrial innovation. The institution supports indus-

WULDO�HQWHUSULVHV�WKURXJK�GHEW��HTXLW\��DQG�EOHQGHG�ʢQDQFH�
solutions.

.H\�ʢQDQFLDO�LQWHUYHQWLRQ�VXSSRUW�SURYLGHG�E\�06($�LQ-
cludes the;

 Kenya Jitihada Enterprise Tool (KJET) is a a digital 
platform that helps small businesses formalise, access 
credit, improve compliance, and prepare for public 
procurement opportunities.

 The National Youth Opportunities Towards Advance-
ment (NYOTA)�LV�D��\RXWK�IRFXVHG�ʢQDQFLQJ�SURJUDP�
supported by the World Bank providing affordable 
credit and grants to early-stage enterprises, with addi-
tional mentorship and business development support.

 Launched in 2020, the Credit Guarantee Scheme�RʡHUV�
partial guarantees to banks lending to MSMEs, thereby 
de-risking SME lending, mitigating collateral risks, and 
enabling more manufacturers to access credit. This 
initiative has lowered the lending barrier for small 
industrial establishments across sectors.

Though primarily a research institution, KIRDI has partnered 
ZLWK�ʢQDQFLDO�LQVWLWXWLRQV�WR�IDFLOLWDWH�DFFHVV�WR�ʢQDQFLQJ�IRU�
manufacturing start-ups in its incubation programs-partic-
ularly in value addition, green manufacturing, and industrial 
prototyping.

5.2 Skills Development and Innovation

Skills development and innovation remain central to 
strengthening Nairobi’s manufacturing competitiveness. 
The Kenya Industry and Entrepreneurship Project (KIEP) has 
played a critical role in upgrading SMEs through innovation 
support, technology transfer, and linkages with academia. 
The project’s components have enhanced the entrepreneurial 
ecosystem by supporting accelerators, facilitating indus-
try-academia collaborations, and promoting startup growth.

Complementary initiatives include:

 KIRDI supports SMEs through research, prototyp-
ing, and technical assistance in key manufacturing 
areas like food, engineering, and textiles providing 
DʡRUGDEOH�DFFHVV�WR�LQGXVWULDO�ODEV�DQG�HTXLSPHQW��
KIPI enhances innovation by facilitating the registration 
and protection of industrial property rights, enabling 
manufacturers to safeguard and commercialize their 
innovations.  KEBS plays a crucial role in manufactur-
ing by developing and promoting standards, ensuring 
product quality, and facilitating trade. KEBS develops 
standards for products, measurements, and processes, 
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promoting these standards nationally and interna-
tionally, certifying industrial products, and improving 
measurement accuracy. They also provide testing and 
calibration services and disseminate information about 
standards

 Support to TVETs and Technical Universities: The 
government has enhanced funding and curricula 
alignment in Technical and Vocational Education and 
Training (TVET) institutions and universities to meet 
LQGXVWU\�VSHFLʢF�VNLOO�QHHGV��7KH�&RPSHWHQF\�%DVHG�
Education and Training (CBET) approach continues to 
promote practical, hands-on skills that support light 
and heavy manufacturing.

Industrial skills are the mandate of KITI which gives trainees 
hands-on training in technical skills with a strong component 
of entrepreneurship skills for self-employment.  KITI trains 
artisans, craftsmen, technicians, engineering graduates, en-
gineers and entrepreneurs to work in the existing industries 
and for self-employment; train middle level managers for 
the industrial sector and to carry out research in projects and 
products that would accelerate industrialization. 

 Ajira Digital Program: Though largely ICT-focused, it 
KDV�RʡHUHG�GLJLWDO�XSVNLOOLQJ�WKDW�LV�QRZ�EHLQJ�OLQNHG�
to smart manufacturing and Industry 4.0 applications.

 Youth Empowerment and Technical Training Proj-
ects: Programs such as Kenya Youth Employment and 
Opportunities Project (KYEOP) and linkage initiatives 
under the Ministry of Labour have targeted manu-
facturing-related skills in metalwork, fabrication, and 
garment making.

 Maker Spaces and Industrial Innovation Hubs: Nai-
robi continues to host innovation labs and industrial 
maker spaces supported by development partners and 
research institutions that encourage prototyping and 
product design for SMEs.

5.3 Infrastructure and Energy
The government has prioritized infrastructure as a key en-
abler of manufacturing growth. Through the Last Mile Con-
nectivity Program, access to electricity has been extended 
to industrial zones, supporting uninterrupted production. 
Major investments have also been made in Industrial Parks 
and Aggregation Centres, including the Nairobi Industrial and 
Technology Park, to boost manufacturing through shared 
utilities and logistics support.

To promote sustainability, manufacturers are encouraged to 
adopt green energy sources such as solar and biogas through 
policy incentives. Government institutions like KIE and MSEA 
SURYLGH�DʡRUGDEOH�LQGXVWULDO�VKHGV�DQG�ZRUNVSDFHV�IRU�06-
0(V��ZKLOH�(3=$�DQG�6(=$�RʡHU�VSHFLDOLVHG�LQIUDVWUXFWXUH�
and tax incentives for export-focused manufacturers. The 
Constituency Industrial Development Centers (CIDCs) and the 
Jua Kali work-sites function as support hubs for Micro and 
Small Enterprises (MSEs) and Jua Kali artisans. They provide 
crucial resources like workspaces, equipment, and training to 
help these businesses grow and become more competitive. 
This support aims to improve living standards by creating 
jobs and increasing income within local communities. These 
HʡRUWV�DLP�WR�ORZHU�RSHUDWLRQDO�FRVWV��DWWUDFW�LQYHVWPHQW��
and enhance industrial productivity in Nairobi City County.

The Urban Support Program (USP), funded by the World 
Bank and implemented by the Government of Kenya, aims 
to improve urban infrastructure in rapidly growing counties. 
In Nairobi City County, USP supports manufacturing by up-
grading essential infrastructures such as roads, water, and 
drainage systems around industrial zones.

5.4 Trade Facilitation and Export Development
Integrated Customs Management System (iCMS) has stream-
lined trade logistics.

Participation in the Africa Continental Free Trade Area (Af-
CFTA) aims to expand market access for Kenyan manufac-
turers.

Through EAC agreements, small-scale manufacturers can 
access neighbouring markets under simplified customs 
procedures, enabling participation in cross-border trade. 
EAC MSMEs Trade fair is a government-supported regional 
trade fairs that provides manufacturers, especially youth and 
women-led enterprises, with an opportunity to showcase 
products, secure buyers, and build distribution networks 
across the East African region. The exhibitions have proven 
instrumental in exposing Nairobi-based manufacturers to 
markets  within the EAC. The trade fair is held annually on 
rotation basis among the EAC partner states. 

6HOHFWHG�PDQXIDFWXUHUV�UHFHLYH�H[SRUW�FUHGLW�DQG�WUDGH�ʢ-
nance support through institutions such as the Kenya Export 
Promotion and Branding Agency (KEPROBA) and the Kenya 
Export Credit Guarantee Corporation, enabling them to ex-
pand their presence in regional and international markets.
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06.
6.0 CHALLENGES AND OPPORTUNITIES 

FOR SECTORAL GROWTH

The manufacturing sector in Nairobi County stands at a pivotal juncture—facing entrenched challenges while 
holding immense promise for industrial transformation. As Kenya’s economic and innovation hub, Nairobi hosts 
a diverse array of manufacturing enterprises ranging from agro-processing and textiles to pharmaceuticals 

and electronics. Yet, despite its strategic location and vibrant entrepreneurial ecosystem, the sector’s contribution 
to GDP has remained modest, hovering around 7–10% in recent years.

Despite Nairobi’s position as Kenya’s industrial nucleus, several systemic and operational constraints continue to limit 
sectoral expansion:

 High Cost of Production: (OHFWULFLW\�WDULʡV��IXHO�SULF-
es, and water costs remain among the highest in the 
region in addition there are multiple levies at county 
DQG�QDWLRQDO�OHYHOV�LQʣDWH�RSHUDWLRQDO�H[SHQVHV�

 Policy and Regulatory Uncertainty: Ther is frequent 
shifts in industrial priorities and overlapping mandates 
across ministries create confusion. In addition there is 
lack of a harmonized national industrialization policy 
slows coordinated action.

 Infrastructure Gaps: Inadequate last-mile connectivity, 
unreliable water supply, and poor waste management 
V\VWHPV�KLQGHU�SURGXFWLYLW\�LQFOXGLQJ�ORJLVWLFV�LQHʤ-
ciencies especially in transport and port services that 
limit competitiveness.

 Access to Finance: SMEs who are the majority in Nairo-
bi County struggle with high interest rates and limited 
access to long-term capital and suffers risk-averse 
lending practices hence discouraging innovation and 
expansion.

 Import Competition and Counterfeits from Cheap 
imports, especially from Asia, undercut local manufac-
turers and counterfeit goods that erode market share 
and discourage investment in quality production.

 6NLOOV�DQG�7HFKQRORJ\�'HʢFLWV� mismatch between 
industry needs and vocational training output leads 
to high onboarding costs and low uptake of ICT and 

automation technologies reduces productivity and 
innovation.

 Weak Public-Private Coordination: limited engage-
ment between government and industry players results 
in misaligned policies and fragmented support for 
MSMEs and informal manufacturers reduces sectoral 
cohesion.

 Inconsistent government policies: Inconsistent gov-
HUQPHQW�SROLFLHV�FDQ�PDNH�LW�GLʤFXOW�IRU�PDQXIDFWXUHUV�
to plan and invest for the long term.

However, Nairobi’s manufacturing sector is equally rich in 
opportunity. The county’s central position within East Africa 
RʡHUV�DFFHVV�WR�UHJLRQDO�PDUNHWV�WKURXJK�WUDGH�EORFV�OLNH�
EAC, COMESA, and AfCFTA. Emerging industrial parks and 
Special Economic Zones (SEZs)—such as Tatu City and Athi 
River EPZ—provide shared infrastructure and tax incentives 
that can catalyze sectoral expansion. Moreover, Kenya’s 
strong agricultural base supports agro-processing, while the 
rise of green manufacturing and digital integration opens 
new frontiers for sustainable and smart production. Gov-
ernment initiatives like the Manufacturing Priority Agenda 
(MPA) 2025 and Vision 2030 signal renewed commitment to 
industrialization, with emphasis on export competitiveness, 
SME development, and public-private collaboration. If har-
QHVVHG�HʡHFWLYHO\��WKHVH�IUDPHZRUNV�FDQ�XQORFN�1DLURELȿV�
potential as a regional manufacturing powerhouse—driving 
job creation, innovation, and inclusive economic growth.
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07.
7.0 POLICY RECOMMENDATIONS FOR 
GROWTH WITHIN MANUFACTURING 

SECTOR IN NAIROBI COUNTY

Nairobi’s manufacturing sector sits at a crossroads—facing entrenched challenges but also unprecedented 
opportunities. With bold reforms, strategic investment, and inclusive planning, the county can become a 
regional industrial powerhouse that drives job creation, innovation, and equitable growth. Manufacturers 

in Nairobi face a complex mix of structural, operational, and market-related challenges that constrain growth and 
competitiveness. Here’s a concise breakdown of the most pressing issuesTo unlock the sector's potential and enhance 
Nairobi’s industrial competitiveness, a multi-pronged policy response is necessary. The following recommendations 
are proposed for consideration by policymakers, development partners, and industry stakeholders:

 5DWLRQDOL]DWLRQ�RI�7D[DWLRQ�DQG�7DULʡV� Review and 
streamline the tax regime on industrial inputs, includ-
ing energy and imported machinery. This will promote 
ORZHU�SURGXFWLRQ�FRVWV��LPSURYH�SURʢW�PDUJLQV��DQG�
enhance price competitiveness for local manufacturers.

 Strengthening Local Sourcing and Value Chain De-
velopment: Support local supplier networks through 
incentives, supplier development programs, and back-
ward linkages in agro-processing, chemicals, and met-
als. This ensures reduced dependency on imports, 
increased domestic industrialisation, and stimulation 
of rural manufacturing.

 (QHUJ\�(ʤFLHQF\�DQG�6XVWDLQDELOLW\�6XSSRUW� Ex-
pand tax credits and subsidies for solar, biogas, and 
HQHUJ\�HʤFLHQW�WHFKQRORJLHV��3URPRWH�SRZHU�SXU-
chase agreements (PPAs) for industrial zones. This 
will improve energy reliability and cost savings, with 
long-term sustainability gains for the sector.

 Infrastructure Modernisation: Prioritise investment 
in transport logistics, ICT infrastructure, waste man-
agement, water connectivity, and grid stability within 
Nairobi’s industrial zones. This will enhance production 
reliability, lower downtime, and reduce transaction 
costs for manufacturers.

 Industrial Clustering and Collective Bargaining: Pro-

mote stronger engagement with associations such as 
KAM, KNCCI, and KEPSA, and encourage the formation 
of industrial clusters to pool resources and services. 
This will facilitate better negotiation power, shared 
services (e.g., logistics, waste management), and im-
proved economies of scale.

 Access to Finance and Credit Risk Mitigation: Facil-
LWDWH�VWUXFWXUHG�ʢQDQFLQJ�VFKHPHV�WDLORUHG�WR�60(V��
LQFOXGLQJ�FUHGLW�JXDUDQWHHV��EOHQGHG�ʢQDQFH��DQG�FRQ-
FHVVLRQDO�OHQGLQJ�SURJUDPV��7KLV�ZLOO�UHGXFH�ʢQDQ-
cial exclusion, increase capital investment in modern 
equipment, and reduce non-performing loan ratios in 
the sector.

 Technology and Innovation Upscaling: Incentivize 
adoption of Industry 4.0 technologies and provide 
matching grants or tax deductions for investment in 
R&D and digitalization. This will increase productivity, 
improve product quality, and integrate into regional 
and global value chains.

 Workforce Development and Gender Inclusion: 
Strengthen Technical and Vocational Education and 
Training (TVET) partnerships and implement targeted 
gender-responsive training programs. This will ensure 
a future-ready workforce and enhance the inclusion 
of women and youth in industrial employment.
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08.
8.0 RESETTING THE MANUFACTURING 

SECTOR IN NAIROBI COUNTY 

 Policy Reforms: The County government in liaison 
with the National Government should enact policies 
that are conducive to the growth of the manufacturing 
sector. This may include creating a favorable business 
environment, simplifying regulatory processes, and 
providing incentives such as tax breaks for manufac-
turers. The County Government should also develop 
industrial policies that focus on key priority sectors 
with high growth potential and align them with the 
National Government goals of Vision 2030 Agenda and 
Bottom-Up Economic Transformation Agenda, such as 
promoting sustainable and inclusive industrialization.

 Infrastructure Development: Adequate infrastruc-
ture is essential for a robust manufacturing sector. 
7KLV�LQFOXGHV�UHOLDEOH�DQG�DʡRUGDEOH�HQHUJ\�VXSSO\��
modern transportation and logistics systems, and ac-
cess to water and other basic amenities. The County 
Government should invest in improving infrastructure 
and providing necessary support to manufacturing 
clusters or industrial parks to attract investment and 
spur manufacturing activities.

 Innovation: Innovation is crucial for the growth of the 
manufacturing sector. The County Government in col-
laboration with other service providers should promote 
research and development (R&D) activities, encourage 
technology transfer, and foster collaboration between 

academia, research institutions, and the private sector. 
This can help Kenyan manufacturers adopt advanced 
technologies, improve product quality, and enhance 
competitiveness in domestic and international markets.

 Investment Promotion: Nairobi County being the 
commercial and capital City should actively promote 
investment in the manufacturing sector by creating a 
favorable investment climate, providing investment 
LQFHQWLYHV��DQG�IDFLOLWDWLQJ�DFFHVV�WR�ʢQDQFLQJ�IRU�PDQ-
ufacturers. The government should also strengthen 
public-private partnerships (PPPs) to leverage private 
sector resources and expertise in developing the man-
ufacturing sector.

 Skills Development: Developing a skilled workforce is 
crucial for the success of the manufacturing sector. The 
County Government need to invest in vocational and 
technical training programs that provide relevant skills 
for the modern manufacturing industry. This includes 
training in areas such as engineering, robotics, automa-
WLRQ��DQG�TXDOLW\�PDQDJHPHQW��(ʡRUWV�VKRXOG�DOVR�EH�
made to enhance entrepreneurship skills among local 
manufacturers to stimulate innovation and growth. 
This is really necessary given the fact that there is a 
lot of youths migrating to Nairobi in such of jobs and 
livelihoods.

Resetting the manufacturing sector in Nairobi County to support the Government achieve Agenda 
2030 requires a comprehensive approach that addresses various aspects of the sector. Some 
key steps that can be taken both in the short and long run to reset the sector include: 



REPORT ON THE STATUS OF MANUFACTURING IN NAIROBI CITY COUNTY 42

MINISTRY OF INVESTMENTS TRADE AND INDUSTRY 
STATE DEPARTMENT FOR INDUSTRY 

 Sustainable Manufacturing: To support in the achieve-
ment of Vision 2030 Agenda, Nairobi`s manufacturing 
sector should prioritize sustainability given that the 
County holds almost 70% of the manufacturing sector. 
This includes adopting eco-friendly practices, reduc-
ing waste and pollution, promoting circular economy 
principles, and incorporating social and environmental 
considerations in business operations. The County 
Government should provide incentives for sustainable 
PDQXIDFWXULQJ�SUDFWLFHV�DQG�SURPRWH�FHUWLʢFDWLRQV�
such as ISO 14001 for environmental management.

 Market Access: Access to local and international mar-
kets is essential for the growth of the manufacturing 
sector both at the County and National levels. Both 
governments should support export-oriented manu-
facturing by providing export incentives, promoting 
trade agreements, and facilitating market linkages for 
local manufacturers. This can help Kenyan manufac-
turers expand their customer base and increase export 
earnings.

Overall, resetting the manufacturing sector to achieve Vision 
20230 Agenda and the Bottom-Up Economic Transformation 
Agenda (BATA) requires a multi-faceted approach that ad-
dresses policy, infrastructure, innovation, investment, skills, 
sustainability, and market access. It will require coordinated 
HʡRUWV�IURP�WKH�JRYHUQPHQW��SULYDWH�VHFWRU��DFDGHPLD��DQG�
civil society to drive sustainable and inclusive growth in 
the manufacturing sector, which can contribute to Kenya's 
economic development and achievement of the Sustainable 
Development Goals (SDGs) outlined in the Economic Agenda 
2030. So, it's crucial to create a collaborative and enabling en-
vironment for all stakeholders to work together towards this 
common goal. Remember, success will depend on continuous 
monitoring and evaluation, and adaptive implementation 
strategies to overcome challenges and seize opportunities. 
:LWK�FRQFHUWHG�HʡRUWV�DQG�VXVWDLQHG�FRPPLWPHQW��1DLUREL�
County can reset its manufacturing sector to support in the 
achievement of Vision 20230 Agenda and the Bottom-Up 
Economic Transformation Agenda (BATA) drive inclusive and 
sustainable development. 
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09.
CONCLUSION

The manufacturing sector in Nairobi City County re-
mains a central pillar of Kenya’s industrial landscape, 
FRQWULEXWLQJ�VLJQLʢFDQWO\�WR�HPSOR\PHQW��LQQRYDWLRQ��

and national output. However, its full potential is constrained 
E\�KLJK�LQSXW�FRVWV��HQHUJ\�LQHʤFLHQFLHV��UHJXODWRU\�KXUGOHV��
and a reliance on imported raw materials. While steady 
growth has been recorded, challenges persist in capacity 

XWLOL]DWLRQ��ʢQDQFLQJ��DQG�WHFKQRORJ\�DGRSWLRQ��7KLV�UHSRUW�
provides a robust foundation for targeted interventions 
that can catalyze manufacturing-led growth in Nairobi City 
&RXQW\��:LWK�FRRUGLQDWHG�HʡRUWV�IURP�JRYHUQPHQW��SULYDWH�
sector actors, and development partners, Nairobi can serve 
as a model of modern, inclusive, and globally competitive 
industrialization within the region.
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