Business Climate Survey Kenya 2021
INSIDE PERSPECTIVES FROM NORDIC COMPANIES ON DOING BUSINESS IN KENYA
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NORDIC COLLABORATION AT CORE

The Nordics is a strong and long-term partner to Kenya across both
development cooperation and trade. The Nordic private sector brings
both investment and knowledge transfer to Kenya, while building
sustainable businesses based on Nordic values. The appetite and
engagement of the Nordic private sector is important for prosperity
and growth in both the Nordics and Kenya, and Denmark fully
supports the Nordic private sector’s commitment to Kenya going
forward.
H.E Ambassador Ole Thonke

Kenya continues to be an attractive regional hub. Our government
export strategy aims to facilitate exports and imports with a view
to increasing trade with other countries, not least in the major
growth markets, including Africa. With this timely report assessing
the business climate in Kenya, we hope that more companies will
choose to expand into this growth market, strengthening the
present Sweden-Kenya relationship. With Sweden’s feminist trade
policy and her commitment to sustainability, Swedish companies
make a great contribution in the countries they are represented,
including here in Kenya.

H.E Ambassador Caroline Vicini

I am very pleased to see a close cooperation between
Business Sweden, Innovation Norway, Danish Industry and
Business Finland. It mirrors the close cooperation we have
among the Nordic Embassies and benefits our companies
as well as Kenya.
The Business Climate Survey provides valuable
information on the Kenyan business environment, not only
for us but also for the Kenyan authorities.
H.E Ambassador Erik Lundberg

An increasing number of Norwegian companies sees opportunities in Kenya.
Although we are a small country, in segments such as blue economy and energy our
companies and clusters are world leading. I believe Norway’s challenging and
harsh climate, in a sparsely populated country have made us dependent on close
collaboration and innovations to survive. A flat organizational structure and high
level of trust are hallmarks of Norwegian business culture. In my three years here,
I have been impressed by all the areas where our experiences and expertise overlap
with Kenyan demands – and we continue to discover new areas of compatibility. As
this report reminds us, international business is all about coming together by virtue
of our differences in experiences, expertise and cultures in a win-win exchange to
promote prosperity for all. And just as our companies bring value to Kenya, the
experiences our companies acquire here in Kenya can neither be overestimated.
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H.E Ambassador
Elin Rognlie

DESPITE A YEAR OF SETBACKS, NORDIC
COMPANIES IN KENYA HAVE BRIGHT OUTLOOKS
Several countries in Africa rank among the fastest growing
economies in the world - Kenya is not an exception. In 2019
Kenya’s economy was one of the fastest growing economies in
Sub-Saharan Africa, with average GDP growth of 5.5 per cent.
This report was concluded in June 2021, after more than a year of the Covid-19
pandemic. Despite being negatively impacted by the crisis, Nordic companies
have positive outlooks on the years to come – a large part of the Nordic
companies in the market expect a growing turnover in the coming year, as well
as planning on increasing investments. It seems like the underlying trends on the
market that drive long term growth remain.
Kenya remains to be an attractive regional hub. This role has been further
strengthened by the growth of international trade over the last decade and the
increased presence of international players. Most respondents of the survey are
responsible for other markets in the region and are using Kenya to seize
untapped market shares across Africa.
This report is based on a survey sent out in May to 120 Nordic companies in
Kenya. As will be further highlighted below, it is based on the answers of 84
respondents, hence a 70 per cent response rate. We will further highlight how
Nordic companies established in Kenya perceive different aspects of the business
climate, as well as key aspects to bear in mind for a successful market entry.
The aim of conducting this project is to get a better understanding of how Nordic
companies perceive the business climate in Kenya and to share insights from the
survey on what the main challenges are, what the key factors to succeed are, and
how to achieve sustainable growth in a rapidly evolving market.

Esa Rantanen
esa.rantanen@business
finland.fi
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EXECUTIVE SUMMARY
KEY STATISTICS ON THE BUSINESS
CLIMATE SURVEY

OUTLOOK

120

75%

Surveyed companies in Kenya

of the surveyed companies use Kenya as a
regional hub for Sub-Saharan Africa

75%

39%

of the respondents have operations within
sales & marketing

39%
of the companies are in the sector of IT &
Digital Services and the Energy & Electricity
sector

THE MARKET

71%
of the respondents entered the market after
2011

64%
find that the level of digitalisation on the
market add value to their company's business

67%
of respondents see the current business climate
as average or good

experienced negative financial results last
year

57%
are planning on increasing investments

SUSTAINABILITY

24%
of the respondents find the environmental
aspect to have much or very much importance in
their customer’s purchasing decisions

38%
of the respondents have been exposed to
corruption in relation to public bodies in the
past year

DIVERSE RESPONDENTS AND A
SATISFACTORY RESPONSE RATE
RESPONSE RATE

120

84

COMPANIES CONTACTED

COMPANIES PARTICIPATED

For the first time in the region, the Nordic team in Kenya
collaborated in carrying out a survey to understand how Nordic
companies on the market perceive the business climate in Kenya
and what their future investment plans in the region are. The
survey was open for a period of three weeks between 5th of May
2021 and 28th of May 2021. It was sent out to 120 companies
with 84 respondents. 38 per cent of Nordic companies in Kenya
are in this report defined small-sized companies, given that they
have employees ranging from 0-49 both locally and globally. The
21 per cent of the surveyed companies having more than 1000
employees globally are in the report defined as large companies.
The report provides insights about the economic outlook, the
market, and local conditions in Kenya to take into consideration
when operating on or entering the market. The perception on
the business climate is a subjective point of view which is based
on how the respondents perceive the day to day business
processes, as well are general perspectives. In terms of industry
affiliation, 20 per cent of the companies are in the energy &
electricity and 19 per cent in IT and digital services.

17%

70%

New comers
Experienced
Mature
6

1-250 250-1000 1000+

13%

Number of global employees

Most of the Nordic companies are new in Kenya

70%

32
18
31

39

NORDIC COMPANIES
SURVEYED IN KENYA
PER COUNTRY

Size of the Nordic Companies on the market
measured in number of global/local employees

14%

11%

7%

4%

57%

7%

1-50

50-250

Number of local employees

250-1000

A CONDUCIVE INVESTMENT
CLIMATE AND A POSITIVE
ECONOMIC OUTLOOK

45%

Of all surveyed companies
experienced a positive or
break-even financial result
in 2020

While short-term economic outlook has been affected by the
pandemic, it is reassuring to see that companies are staying
confident to experience further growth and expansion in Kenya.
Last year’s financial results are mixed; 45 per cent experienced
positive or stable financial results, but it is not to overlook that
2020 was a difficult year for several companies across sectors
and 39 per cent experienced negative financial results.
An interesting insight from the survey is that most of the
companies operating in Kenya are responsible for other markets
as well. The results show that 3/4 of the surveyed companies
are using Kenya as a regional hub to cover mainly Sub-Saharan
Africa or Eastern Africa, while a few are covering all of Africa.
For companies who wish to enter East Africa, Kenya is
accordingly a good choice of market to reach other parts of the
continent. A factor often discussed on emerging markets is the
level of corruption, which is a crucial variable to consider.
Corruption in Kenya is a reality, but for most companies not an
everyday problem. Generally, exposure to corruption is in
connection with public bodies, which have been experienced by
over a third of the respondents in the past year. Despite the
mixed experiences, there is a shared optimistic view on further
investments, boosted turnover and long-term expansion plans
in Kenya.
EXPOSURE TO CORRUPTION

not

In the past year, most of the respondents were
not exposed to corruption in connection with
private counterparts

75%

Excepts their turnover to
rise the upcoming year

57%

Are planning on increasing
investments

38 per cent of the respondents were exposed
to corruption in connection to public bodies in
the past year

Key challenge is limitations related
to corruption and difficulty to do
business with government/state
bodies
-Country Manager, Nordic company in
the Agriculture industry
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83%
Are having long-term plans
on further expansion in
Kenya

“
Kenya has a positive
investment climate
that has made it
attractive to
international firms
seeking a location for
regional or panAfrican operations

KENYA AS A STRATEGIC HUB TO
ACCESS THE CONTINENT

-Finance Manager at a large
Nordic Company

82%

Of the respondents…

Are planning on, or are
already using Kenya to cover
other markets in Africa

54% are covering Eastern Africa
19% are covering Sub-Saharan Africa
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Is your
establishment in
Kenya
responsible for
other markets as
well?

Compared to the
development in the past 12
months, what are your
expectations for the coming
12 months for your
industry in Kenya
regarding turnover?

82%
75,0%

18%

11,9%

10,7%

2,4%
Yes / plan to

No

Decrease
Remain
Increase
Don't
(Slightly or unchanged (slightly or know/Not
significantly)
significantly) applicable

Composition of Kenya's GDP
2019

Manufacturing
8%

A RAPIDLY EVOLVING ECONOMY
In the past three years, the global economy has experienced a slow pace.
Uncertainty due to events like BREXIT and the covid-19 pandemic have
had on economies globally. Prior to the pandemic, Kenya’s economy was
looking up with a GDP growth rate of 5.7 per cent in 2019 and the removal
of the interest rate cap in November 2019 which would encourage private
investments through an increase in private credit growth.
As for most countries, Kenya’s economy has been hit hard by the Covid19 pandemic and the GDP declined in 2020. Despite a difficult year, the
key trends are steady and still drive growth. Kenya has a rapid population
growth, which is a key GDP growth driver. The urbanisation trend across
Africa has contributed to the formation of African Mega-cities, Nairobi
being one of the mega-cities on the continent in which big parts of the
wealthy consumer class is located. Kenya’s economy largely depends on
agriculture, a sector that does not only a drive the Kenyan economy but
is also crucial for the livelihood of many. The technological progress is
also expected to spur GDP growth in the coming years and the survey
results confirms digitalisation as a paramount aspect. Tourism and the
service sector have been adversely affected by the pandemic given the
health policies put in place to control the pandemic (lockdown, social
distancing, etc). The GDP is expected to rise 7.56 per cent in 2021 and
Kenya is retaining its role as the leading economy in Eastern Africa.

Industry
16%

Agriculture
34%

Services
42%

GDP per capita (TUSD)
2004 2039

2129

1888
1737
1483

1561

Source: Worldbank.org

GDP growth Global vs. Kenya

“

Growth in %

10
5
0
-5

2019

2020

2021f 2022f 2023f 2024f 2025f

Kenya

5,73

-0,13

7,56

5,73

6,14

6,08

6,1

Global

2,76

-3,27

6,03

4,42

3,51

3,37

3,34

Source: Statista.com

In the past decades an amplified presence of international players has
been noticed on the market and the Foreign Direct Investment flows into
Kenya have increased by more than 100 per cent since 2015. This
development is partly attributed to the many pro-business reforms
implemented by the government, e.g., the Insolvency Act and the
Companies Act in 2015. Every year since 2016, the government has
implemented reforms aiming to facilitate starting a business in Kenya.

Year-on-year, Kenya
continues to improve its
regulatory framework and
its attractiveness as a
destination for foreign
direct investment
- Managing Director Kenya at a
large, global Swedish company
FDI Kenya (MUSD)
1625
1266

1332

678
619
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2015 2016 2017 2018 2019
Source: Knoema.com

WHAT IS YOUR COMPANY’S MAIN INDUSTRY IN KENYA?

20%

Water, waste and recycling
Telecommunications
Retail and wholesale
Metals and mining
IT/electronics and digital services
Heating, ventilation and air-conditioning (HVAC)
Healthcare and pharmaceuticals
Forest products and paper
Energy and electricity
Containers, packaging and glass
Consumer goods
Construction and building
Chemicals, plastics and rubber
Industrial equipment
Consumer services
Business services
Beverage, food and tobacco
Automotive
Agriculture/Aquaculture
Aerospace and defence

ENERGY & ELECTRICITY
SECTOR

19%

IT & DIGITAL SERVICES

8%

CONSTRUCTION &
BUILDING

0

5

10

15

20

25

Per cent (%)

Most of the respondents are operating in the Energy and Electricity industry, as well as within IT and
digital services, which mirrors the growth sectors of the overall Kenyan economy well. The results also
show that most companies entered the market after 2010, which was the year of the passage of Kenya’s
new constitution which meant a more decentralized political system and established devolved county
governments. Since then Kenya has been implementing significant economic and political reforms which
has contributed to investors’ confidence and a stable macroeconomic environment.

8%
established
14%
between
established
Before 2000 20012005

7%
established
between
2006-2010

46%
established
26%
established between
2016between
2020
20112015

71% of the respondents
entered the market after 2011
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DIGITALISATION IN THE SPOTLIGHT
Kenya is among the leading African countries in transforming into a
digital economy. It is eager to establish itself as a hub for digital
services and information and communications services, which is
reflected in the respondents’ perceptions of how digitalisation and
financial systems meet the needs for their businesses.
KENYA IS ONE OUT OF THE FOUR COUNTRIES IN AFRICA WITH
THE MOST TECH-HUBS

EGYPT: 56

How do the conditions
of the financial
systems meet the
needs of your
company's business in
Kenya?

57.1%
15.5%
25.1%

NIGERIA: 90
KENYA: 50

The high digital literacy
level of even poor
households in Kenya is
unusual amazing!

How does the level of
digitalisation meet
the needs of your
company's business in
Kenya?

64.3%
11.9%

-Founder of a Nordic
company working with
digital financial services

SOUTH AFRICA: 78

22.6%

Source: Theafricareport.com

TOTAL POPULATION IN
KENYA

INTERNET USERS
IN KENYA

INTERNET
MOBILE CONNECTIONS
PENETRATION IN KENYA
IN KENYA

Source: The World Bank

54

MILLION

11

22

MILLION

40%

59

MILLION

MIXED FEELING ABOUT KENYA’S BUSINESS CLIMATE
In our sample on the Nordic companies doing business in Kenya, there is
an equal number of respondents perceiving Kenya’s business climate as
poor or very poor and good or very good with each having 30.5 per cent.
About 37 per cent of respondents perceive the current climate as neither
good nor poor. The responses are likely influenced by the current
pandemic that has had an adverse effect on businesses in Kenya in
particular the service sectors and the manufacturing industry.

How do you perceive the
current business climate in
Kenya?

37%
30.5%

30.5%

With the launch of the post COVID-19 recovery strategy for countries in
2020, this would mean an economic rebound from the socioeconomic
disruption brought about by the pandemic. Despite the optimistic view on
recovery, some sectors are still facing a financial challenge due to the
reluctance from financial institutions to provide financing for products and
solutions.
This observation is different from a parallel survey conducted this year
among Swedish companies in South Africa. There most respondents (60%)
perceive South Africa to have a poor or very poor business climate. This
might be an effect of the restrictions that were put in place to curb the
impact of COVID- 19 in the country.

How does the following operations in Kenya meet your
business needs? (rate 1-7)

Personal safety
Corporate taxation
Work culture / business mindset
Labour market regulation
Customs
Licenses, permits and approvals

Very poor or
poor

Average

Good or very
good

NOTE: The number of respondents for
this question was 84. “Don’t know/Not
applicable” responses are included but
not shown in figure.

Despite retrogressive
fiscal and operational
hurdles, business
continues in Kenya
despite government, not
because of it
-Country manager, Nordic
company operating in the
construction industry

0

5

10

NOTE: The number of respondents for this question was 84. “Don’t know/Not applicable” responses are included but not shown in figure.

The procedure for starting a business in Kenya depends on the type of business one wants to establish
and the sector it falls under. Considering individual responses, we note that manufacturing companies
find it hard to do business in the country because of high taxation on raw materials, high costs of water
and electricity as well as the number of licences involved. Individual respondents described their biggest
risks being dealing with the government; in particular Kenya Revenue Authority and customs
specifically when importing.
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THREE FOCAL POINTS OF BUSINESS SUCCESS;
LOCAL NETWORK, LONG-TERM STRATEGIES,
AND PROMOTION OF THE NORDIC BRAND
THE LARGER PART OF RESPONDENTS ARE HAVING OPERATIONS WIHTIN
MARKETING AND SALES
80%

74,7%

70%
60%
50%
40%

48,2%
39,8%

30%
20%

74.7%

18,1%

15,7%

14,5%

10%
0%

NOTE: The 10.8% answering “Other” is not
included in the graph

In the results three main factors have been identified as key elements for companies to thrive on the
market: operating through local relationships and partners, sales competence, and a close collaboration
with customers. The high importance of local presence requires businesses to have sales and marketing
operations in the market to gain competitive advantage and market shares. The high importance of
maintaining close relationships with customers is mirrored in that almost half of the respondents are
involved in after sales support.
The Nordic and respective country brand is going strong. One of the reasons of the positive correlation
between the Nordic brand and enhanced business is that Nordic and foreign products are often
associated with superior quality. With a growing middle-class as a driving factor the demand for
premium foreign products has increased, which is a trend not only in Kenya but across the continent. In
previous research by Business Sweden about business and especially sales in Africa, a positive
correlation has been identified between sales volumes and how well a company promotes their foreign
origin. The link between the Nordic brand, quality and after-sales services and support that many
companies offer, most likely contributes to increased customer confidence as Nordic products represent
quality and hence also sustainability.
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To date, which of the following areas have
been important in maintaining
competitiveness in Kenya?
Partnerships/local relationships

54,2%

Sales competence

42,2%

Collaboration with/feedback from customers

41,0%

Think Long term, employ
local capacity and work
Brand awareness
26,5%
on the relationships.
Cost efficiency
24,1%
Adjust your approach to
Product development/adaptation
22,9%
the local needs!
-Country manager, company
and e-commerce
FOR Digitalisation
MOST RESPONDENTS
MARKETING & 16,9%
SALES ARE THE MAIN OPERATION
within the Renewable
Service development/adaptation
14,5%
Energy sector
Staff development/training

32,5%

Public affairs/relations with government

7,2%
0%

10%

20%

30%

40%

50%

60%

NOTE: The 2.4% answering “Other Don’t Know/Not applicable” is not included in the graph. Maximum three areas
could be chosen.

To what extent do you estimate that the Nordic
Brand contributes to your business in Kenya?

80%

67%

70%
60%

THE NORDIC
BRANDS
CONTRIBUTE
POSITIVELY WHEN
DOING BUSINESS IN
KENYA
67%

50%
40%
30%
20%

16%
11%

10%
0%
No
impact

Neutral Yes / To
a great
extent

NOTE: The 7.1% answering “I don’t
know/Not applicable” is not included in the
graph
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A SLOW AND STEADY SHIFT TOWARDS
SUSTAINABILITY
The Nordic Business Climate survey focuses on four aspects in the sustainability segment: Corruption,
human rights, environmental and legislative aspects. Based on comments in the survey, sustainability
in terms of environmental sustainability in Kenya is not an emphasized factor among the respondents.
This does not mean that it is not important in the bigger picture. The Kenyan government are
implementing different forms of legislation to promote sustainable engagement. Legislation and new
environmental policies are young in Kenya but are gaining importance and a big focus for the
government. Renewable energy making up 65 per cent of Kenya’s energy sources (35% Hydro, 27%
Geothermal) and the regulatory environment is one factor that will drive further energy expansion on
the market. In Kenya’s Vision 2030 Agenda Energy is identified as a key sector to reach the goals for
socio-political and economic growth. Another strong commitment is the Energy Act 2019, which calls to
promote renewable energy. These trends are also seen in Kenya’s neighbouring countries, e.g., Tanzania
and Uganda. Being a fairly price sensitive market, respondents are highlighting the perceived complex
balance between sustainability and costs.
When it comes to how the environmental aspects of a product or service affect the consumer’s choice of
purchasing a product the responses vary. A parallel survey carried out in South Africa among Swedish
companies this year shows that 47 per cent of the respondents interpret the environmental aspect to
have much or very much importance in their customers’ purchasing decision. In Kenya only 24 per cent
interpret this aspect as having positive impact in the purchasing decision.

We are in Renewable Energy sector
and we see large interest from
customers and the Government to
push for these products
-Country manager, company within the
Renewable Energy sector

As we increase sales in Kenya, we
anticipate that the products that
reach end of life may not be
disposed properly hence we are
making plans to mitigate this in
the future
-Regional Manager, Solar Energy
company

Legislation in terms of environmental
requirements and standards are still very young in
Kenya, and that other than multinationals and
large corporates, environmental impact remains of
less importance unless it impacts on a cost saving
or an improvement in operating efficiency
15

-Managing Director for a company working with Industrial
Equipment

In your view, to what extent do
customers in your industry in
Kenya consider environmental
aspects of a product or service
in their purchasing decision?
Per cent (%)
60

50

48%

40

30

23%

24%

Neutral

Much or very
much

20

10

0

Very little or
little

CORRUPTION – A REALITY BUT NOT AN EVERYDAY OBSTACLE
While several initiatives have been taken to overcome corruption since President Uhuru Kenyatta
officially declared corruption a national security threat in 2015, it remains a widespread problem
across the country. Over the past 5 years Kenya’s corruption perceptions index has increased from
25 points to 31 points on a scale from zero (highly corrupt) to 100 (very clean). This score can be
compared with the average score of Sub-Saharan Africa, which was 32 in 2020. Although the fight
against corruption is far from over, the respondents of the survey are not exposed and affected by
corruption on an everyday basis. The biggest exposure to corruption is in relation to public bodies,
which have been experienced by 38.6 per cent of the surveyed companies.

“
A key challenge is limitations
related to corruption and
difficulty to do business with
government/state bodies

To what extent do you perceive that corruption
in Kenya affects your business?

-Country Manager, large company
within the industry of Agriculture
34,1%

“
Efforts against corruption are
successful so long as we keep
our indirect business model

17,1%

14,6%

2

3

9,8%

1 (Very
little)

-Managing Director Eastern Africa,
one of Sweden’s largest companies

19,5%

4

5 (Very
much)

NOTE: The 4.9% answering “I don’t know/Not applicable” is not included in the
graph

Has your company been exposed to corruption in
Kenya in 2020/2021 in connection with...

124 KENYA
corruption
rank

78,8%

31

67,5%

2020
51,8%

28

38,6%

2017

26

22,5%

25

15,0%
6,3%

9,6%

internal
public bodies
counterparts
Exposure No Exposure

16

10,0%

private
counterparts
I don't know

2015

28

27

2019

2018

2016

KENYA’S CORRUPTION INDEX
2015-2020
NOTE: The index ranks 180 countries by their
perceived levels of public corruption according
to experts and businesspeople. It uses a scale
zero (highly corrupt) to 100 (very clean).
Average global score 2020: 43
Source: transparency.org

LABOUR RIGHTS VIOLATIONS HAVE BEEN REDUCED BY
THE PRESENCE OF A DEDICATED LABOUR RELATIONS
COURT
According to reports by the Human rights Watch 2021, human rights violations in Kenya appear
in the form of extrajudicial killings by the government or on behalf of the government, violence
against women, delayed justice, and widespread acts of government corruption. Impunity at all
levels of the government continues to be a serious problem. However, when it comes to Nordic
companies in the region, more than half of the companies agree that human rights violations have
not had a negative impact on their business.

In terms of the workplace, Kenya’s skilled workforce has grown
tremendously over the years and can be evidenced by
international companies sourcing employees with managerial
skills locally
The Nordic respondents in this survey seem to a large extent to be shielded from risk of
encountering human rights violations, with less than 12 per cent indicating this as a high risk. The
labour laws in Kenya are expected to be updated by 2021. One of the changes includes the
introduction of an Unemployment Insurance Fund (UIF) for the unemployed Kenyans which will
mean an increased tax of the employed Kenyan citizens.

59%

How do you perceive the risk
of encountering human rights
violations and/or labour
rights abuse when conducting
business in Kenya?

23%

12%

Very small or
small
17

Neutral

High or very
high
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