DEVELOPING REGIONAL STRATEGIES IN AFRICA:

HIDDEN SUPPLY CHAINS IN KENYA

Africa is becoming an increasingly important region for investors looking to venture
in unsaturated, emerging markets. More and more multinational companies are
choosing to grow their presence within Africa by establishing a base within the region
to oversee their African operations.
Based on a 2016 McKinsey report, 700 companies
that make more than $500 million in revenue, 27%
of which are multinational corporations, operate
within Africa. Many of these MNCs are not only
based in Africa but have a presence throughout the
continent. Based on an HBR 2011 issue, Coca-Cola
has distribution networks in nearly every country
within Africa. Unilever is present in 20 African
countries, Nestlé in 19, Société General in 15 and
Standard Chartered in 14.
Based on an Infomineo report, Fortune 500
companies are also beginning to establish a stronger
presence in Africa through the establishment of
regional and sub-regional African headquarters.
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Nairobi has emerged as a regional hub for
multinationals operating within East Africa and
has ranked as the fourth most desirable city for
settlement by Fortune 500s in Africa. Factors such as
the city’s strategic location, political stability, liberal
economy, improved infrastructure, and growing
working population all play a role in why MNCs are
choosing it over other cities.
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In 2016, 26 of the 29 F500s based in East Africa had
a sub-RHQ based in Nairobi. The city experienced
a 12% increase in F500 operations from 2015 to
2016. About 30% of the F500s based in Nairobi are
operating within the technology industry. These
companies include HP, Microsoft, LeNovo, Canon
and Qualcomm. Standard Chartered and Swiss
RE are among the Fortune 500 companies in the
financial industry that has based its Africa RHQ in
Nairobi. FMCG companies with a base in Nairobi
include Nestlé, Coca Cola and Heineken Holding. The
city also serves as a base for Toyota Motor, Daimler
and General Motors within the automotive industry.
Kenya’s capital continues to attract MNCs until today
with Johnson & Johnson setting up a hub for its East
Africa operations within the city this past March.
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THE HIDDEN LINKS OF THE SUPPLY CHAIN
LG and Unilever are both active in Kenya, counting Nairobi as their Regional
+HDGTXDUWHUV%XWZKHUHGR.HQ\DQȴUPVȴWLQWRWKHSLFWXUH"%HORZLVDVXSSO\
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Strategic Objectives for 2017: 1HZFOLHQWVORFDOH[SDQVLRQ

Principal Activities & Business Strategy: Hotpoint Appliances
Limited is an electronics and appliance company in Kenya.
The company is the sole distributor for LG electronics. It
DOVR GLVWULEXWHV RWKHU JOREDO EUDQGV ΖQ WKH QH[W  WR  \HDUV
Hotpoint Appliances Limited aims to increase the revenue
generating potential of its engineering segment by diversifying
and improving its product range, continuing to provide
engineering services.

Principal Activities & Business Strategy: Nakumatt Holdings
Limited is a privately held company based in Kenya that maintains
a chain of retail stores in East African countries of Uganda, Kenya,
5ZDQGD DQG 7DQ]DQLD  7KH FRPSDQ\ DOVR DLPV WR GHYHORS LWV
convenience store segment in order to increase its capacity to
a point that is similar to the hypermarket segment.It also aims
to develop a private label brand and create new business lines
(sports equipment, toys, and warehouse segments).

Strategic Objectives for 2017: New clients, technical
partnerships.
Principal Activities & Business Strategy: Kenchic Limited is
D .HQ\DQ SRXOWU\ FRPSDQ\ DQG WKH RQO\ OLFHQVHG H[SRUWHU RI
SRXOWU\ SURGXFWV LQ .HQ\D 7KH FRPSDQ\ RHUV FRPPHUFLDO
breeds and a catalogue of processed products. It has a
SURFHVVLQJSODQWLQ7LJRQLDKDWFKHU\LQ0RPEDVDVL[EUHHGHU
IDUPV ΖQ WKH QH[W IHZ \HDUV .HQFKLF DLPV WR H[SDQG H[LVWLQJ
operations and to acquire new farming operations.

Principal Activities & Business Strategy: Orbit Chemical
Industries Ltd. provides commercial cleaning chemicals,
specialist packaging, industrial chemicals and also trades in a
variety of basic polymer inputs for manufacturers. Immediate
VWUDWHJLFREMHFWLYHVDUHIRFXVHGRQWKHH[SDQVLRQRIWKHFOLHQW
EDVHDQGVROLGLȴFDWLRQRIH[LVWLQJUHYHQXHVWUHDPV
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Electronic Consumer Goods in Kenya

Steady growth in household incomes and
consumer spending have fueled reports of Kenya’s
increasing middle class, presenting an interesting
value proposition for electronics companies.
The latest government data indicates household incomes grew
10.3% in 2015, with market research firm Ipsos reporting a
67% growth in consumer spending between 2010-15 - over this
period, Kenya was the continent’s fastest growing retail market.
This has translated into predicted electronics spending of
$1.3 billion by the end of the year for Kenyan consumers, up
from round $1 billion in 2016. This figure is expected to grow
modestly to $1.6 billion in 2021, according to BMI Research,
representing a CAGR of 6.9%.
Despite this, the market is still relatively nascent with per capita
electronics spending for Kenya being just $28.3, well behind
South Africa’s $107.1 and marginally behind Egypt’s $29.5.
Behind the growing but relatively subdued demand is a
relatively low household income when compared to the region.
Adjusted for local prices, the average Kenyan household brings
home $2,901pa, almost a tenth of South Africa’s $12,393pa
and far behind Egypt’s $10,249. A fairer comparison with
Nigeria and Ghana still puts Kenya behind, each coming in at
$5,638pa and $3,954pa respectively. Household spending in
all markets remains largely concentrated in FMCGs, clothing,
utilities, etc. leaving little room for electronic purchases.
Access to electricity also remains an issue for Kenya’s electronics
market, with the latest Kenya Power & Lighting Corp. data
indicating energy access stood at 55% in 2016 and is hoped to
reach 70% before the end of the year. While there is room for
growth in the industry, we expect it to be paced.

FMCG in Kenya
Increasingly western grocery store chains
along with rising consumer spending have seen
improved uptake of branded products obtained
through formal supply chains.
According to research firm Planet Retail, consumer spending in
Kenya reached just under $50 billion in 2016 and is expected
to reach $55 billion by the end of this year, with the 2019 tally
projected to be $63.5 billion. This represents an average annual
growth rate of 7.81% since 2013. Throughout the period,
spending on groceries is expected to represent just below 50%
of total spending - this represents around $24.8 billion for 2017.
Last year’s figures for Ghana, Ethiopia and Tanzania stand
at $32 billion, $57 billion and $31 billion respectively, placing
Kenya well within the runnings with some of the continent’s
other promising markets.
Part of this can be attributed to the abundance of formal
shopping channels through which Kenyans pick up FMCG
goods. Last year we found that 83% of Kenyan grocery chains
profiled by Asoko were in the midst of expansion plans. In
some cases, these brands were going regional with new stores
in neighbouring Uganda, for example. However it is worth
noting that the informal economy still dominates the space,
accounting for as much as two thirds of total grocery sales in
the country, making market sizing difficult.
It is also worth noting that while much has been made of the
explosive growth of African middle classes, those falling within
the Kenyan bracket remain a vast minority. The Kenya Bureau
of Statistics defines the middle class as those spending between
$229 - $1,937 a month - this broad definition amounts to less
than 10% of Kenya’s population.

OUTLOOK
Kenya continues to experience growing interest from multinationals looking to invest in East African markets, and it
is unlikely that this interest will be declining soon. EY Africa’s 2017 attractiveness index ranked Kenya as the second
most attractive investment destination in Africa after Morocco. The country is becoming a favored business hub
for oil & gas exploration, manufacturing exports, as well as consumer goods and services. Nairobi, in particular,
experiencing rapid urban modernization, which investors have often cited as an incentive to global companies and
will likely continue to draw in new settlers.
As a regional market East Africa benefits from relatively good governance, sound political reforms, and improving
business environments. Trade integration through the East African Community also gives the region additional
scale. That said, fragmented local supply chains, deficiencies in ‘cold chain’ logistics and securing reliable sourcing
of locally-produced inputs remain challenges for the region which it will have to overcome in order for indigenous
firms to capitalise on the increased interest.
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Infomineo is a research service provider, based in Africa and the
Middle East, with a global team of data collection and analysis
experts dedicated to helping you solve your data challenges.
Our global coverage, best practice research methodologies and
sense of service allow us to provide our clients with access to
premium research and an unparalleled customer experience,
leading to decision making success. We perform research on
countries, markets, companies, professionals and consumers,
with a global coverage and a unique expertise on the Middle
East and Africa.

Asoko Insight (Asoko) is Africa’s largest online repository of
privately-held company information. Our objective is to facilitate
instant access to reliable information on Africa’s most dynamic
companies, at scale.
With support of research teams based in Addis Ababa, Accra,
Lagos and Nairobi we have captured in-depth profiles on more
than 8,000 mid to large cap corporates thus far and are rapidly
adding to that number. We work with investors, corporates and
governments worldwide who are looking for business partners
and investment opportunities. Our portal is accessible online.

