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Abstract

This study 1is designed to analyse and assess the role of Interest
groups in policy formulation. The assumption is that the outcome of
the activities of interest groups (defined as groups which seek to
influence government policy without taking part in actual governing)

are meaningful for the understanding of the governmental process. The
study is also based on the belief that any changes that may take place
through the activities of Interest groups is heavily dependent on the

nature of the policy-making process. In this case, the general
policy-making framework is addressed.

The study has adopted a case-study approach and examines the
activities of the Kenya Rational Chamber of Commerce and Industry

(KHCCI), the largest business association in Kenya. A Ffi»ld survey
was conducted among carefully sampled members of the Chamber drawn
from different categories of business. It was done in Hairobi.

The main Tfindings are that the Chamber has not been able to realize
fully its objectives as set out in Its Komorandum and Articles of
Association. The main explanation 1is that there has been some
perceived inability on the part of its leadership to articulate Its
demands fully with the interests of its mothers at heart. Enmotlnv’s,
internal divisions have come to bear on its activities, thus hampering
its objectives. The overall assessment is that it has registered few
successes but has exhibited weaknesses in cruciallareas.

With regard to the policy-process, it has been shown that there is
profound prejudice against corporate politics with provisions only
for the organisation of opinion by interest groups.

The recommendations that this Thesis makes are that the Chamber need=s
to re-organise itself and stroamline its activities. IWrbould avoiH
situations of wrangles and Intra-group fightings which M« harmful for
an organisation whose objectives are so crucial Tfor the entire
business community, ranging from the large industrial concerns to the

one-man shop. On 1its part, the government needs to re-examine its
policy stance vis-a-vis groups with a view to allowing mor«
participation by them 1In policy forimilallon. Th* notlvilinm~ of

interest groups should be seen as contributory to the whole fabric of
policy-making.
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CHAPTER O N E
12 TBDDOCTIO
I.1 STATWYT of the problem

For close to ninety years now it has generally been accepted that one
way to understand the process of government is by studying the
activities of groups, especially organised interest groups. Thus the
phenomenon of interest articulation through interest groups is not
new. However its academic study has received very little attention in
developing countries. In the western countries, the activities of
interest groups has been the concern of scholars and policy makers for
a long time. 1 Yet, it is clear that this phenomenon permeates all

societies, developed and developing.

In Britain and the United States, public policies reinforce the
tendency of government and group structures to produce negotiation as
the dominant form of decision-making. In the Unite9%§tates, interest
groups have participated actively in politics since independence in
the late 18th century until they have come to be viewed as intrinsic
to the political system. They are fully recognized as participant* in
the decision-making process. The deeply established constitutional
attitudes do not prejudice against the organization of interest
groups. Among these attitudes, two are of particular significance.
First, there is a widespread belief that technical experts have some
singular competence even in regard to the social policies and

administrative forms related to their fields which politicians do not



possess. Secondly, social attitudes and a conception of society as
consisting primarily not of Individuals, but of sub-societies and

groups is not uncommon.2

In developing countries, especially in Africa, it is difficult to find
intense interest group activity because basic political questions have
not been solved and also because the vast majority of criss-crossing
of groups existing in more advanced societies do not exist. At the
same time, political consensus and social differentiation have not
been attained. Hevertheless, it is important to note that in every
political system, developed or developing, political choices regarding
broad policy decisions have to be made. In malcing and enforcing these
decisions, all political systems have some way of articulating,-
aggregating and communicating demands and translating them into
policy. Since interest groups have a role to play in this process, it
is necessary to collect and analyse data on the activities of groups

in developing political systems as well.

Kenya is not blessed with many effective interest groups. There are,
however, a Tfew interest groups whose activities and influences may
illuminate the general arguments of interest group politics. Some
fruitful investigations have been done on the activities of the trade
union movement. This is probably due to the unizps' past history of
militancy.3 The labour movement played a very active role during the
nationalist struggle. A number of studies have also been undertaken

on electoral behaviour with particular reference to party politics.*

Case studies of interest groups such as associations of commerce,



manufacturers, Tarmers and employers are rare. This is not to suggest

that their influence in the Kenyan political process is in any way

peripheral. In fact they may be playing a very significant role in
determining the outcome of policy decisions. Yet little is known of
how they go about articulating their interests. leither 1is there

adequate knowledge of what determines their mode of operation and the
principal channels and means through which they act on government and

its organs.

Besides, we want to argue that the heart of government 1is public
policy and its life blood is policy-making. Interest groups have
operated in Kenya since Independence and one is tempted to believe
that they have now assumed the role of shaping policy by seeking to
influence the basic premises underlying policy-decisions.
Unfortunately, and this constitutes a problem of research interest,
this 1important role does not seem to have been performed or if
performed, it has not been appreciated by policy-makers to become
apparent. Whatever the situation is, the reasons for that is quite

intriguing and has prompted this study to be undertaken.

In an attempt to address ourselves to this discrepancy, several
questions arise: what forms do the articulation of interests take?
How are these interests transmitted to the political and government
structure and translated into choices of personnel and public policy?
Under what circumstances do interest groups make some conscious
attempt to influence the government? Vhat method(s) do they use to do

this? Finally, to what extent and in what form do governmental



activities and decisions result from organised group activity? In
other words, to what extent does the government change its behaviour
or action 1in response to some influence attempt on the part of
interest groups? These questions can be answered only through
empirical investigation of group activities in Kenya to establish the
factors, in the group structure and functioning; that motivate or

constrain their activities as they bear on government.

The main case study with which this study 1is concerned, the Kenya
lational Chamber of Commerce and Industry (K 1 C C 1), has its history
dating back to 1965 when President Kenyatta decided to unite the
chambers existing before then which were organized along the various
ethnic, racial or regional interests. The Mombasa Chamber of
Commerce, for example, served businessmen at the coast while the
lairobi African Chamber of Commerce and Tfalrobi Asian Chamber of
Commerce served the interests of the Africans and Asians in lairobi
respectively. Therefore, K S C C |1 was a merger of the former
European, Asian and African Chambers of Commerce and Industry that the
country inherited at independence in 1963.The general feeling was that
the activities of these chambers contradicted the new government

policy of nation-building.

K S CC 1 was formed with the main objective of protecting and
promoting the interests of the business community by responding to the
various government measures as they affected business interests. Over
the years, however, it has been noted that the Chamber has failed to

realize this objective. The fact that it has continued to raise



complaints and voiced concern over the same Issues year after year is
reason enough to doubt its effectiveness. Ve are left to conclude
that it has not lived up to its stated goals. For instance, Issues
like export compensation, import Hlicensing, commodity prices, local
authority rates, fees and charges, have been on its annual agenda
almost since its Inception to date. Sometimes what seems to be
normal government policy adjustment that by its nature is favourable
to the business community 1is capitalised upon by Chamber officials
arguing that this is a result of their lobbying. For 1instance, in
1976, after considerable [lobbying, the Chamber claimed to have
convinced the government to institute a system of export compensation
which was placed at 20%. However, the whole scheme was scrapped in
1982. Though it was later re-instated, it was not to the satisfaction

of exporters.

Vhat 1is infact more intriguing about the Chamber is the fact that it
fails iIn some instances and succeeds in others. It is given a hearing
in certain times and on certain issues but denied t?? same at other
times. This makes it appear as a successful pressure group on one
hand and an ineffective voice on the other. This makes it lack a
consistent posture. The overall point, however, is that it has been
able to realize only minimal successes. This anomaly constitutes a
problem worth investigation. Vhy has the Chamber seemed to deviate
from 1its expected purposes? Could it be that internal structural
dynamics are responsible for this or is it the nature and functioning
of the Kenyan political system? This is a problem that calls for an

in-depth empirical investigation into the activities of interest



groups in Kenya in general and the Chamber in particular in order to
establish the role the latter play within the policy framework. Apart
from the chamber of commerce, other groups might have a bearing on
policy. They might also help to explain the uniqueness or otherwise
of the Chamber 1in the articulation of its interests. As such two
other groups will be studied alongside the Chamber. These are: The
Kenya Association of Manufacturers (K.A.X.); and the Kenya Ilatlonal
Farmers Onion (K.I.F.U). Besides providing a comparative analysis,
these two organisations also play an important role in the economy and
represent quite formidable interests. They operate on somewhat
similar lines with the Chamber. Their choice therefore was based on

these considerations.

1.2 RESEARCH OBJECTIVES

The overall objective or purpose of this study will be to investigate
and assess the role interest groups play in influencing®public policy

with emphasis on their effectiveness or non-effectiveness.

1.2.1 Specific Objectives
1. To investigate and assess the role of the K B C C 1 in
influencing public policy. This will entail analysis of such

factors as leadership, membership(s), organisation and intra-

group relations. Two .other groups will be studied in order to



determine whether there 1is any inter-group canvassing and also
whether the Chamber is similar to or unique from other groups.

The two are K.A.X. and K.S.F.U.

2. To identify certain policies®™ of the state and assess the extent
to which they facilitate or hinder group objectives, interests

and activities.

3. To investigate the nature and structure of interest groups and

assess how this encourages, balances or limits their activities.

Al Finally to determine the direction of interest group influences

and assess the kind of responses obtained.

1.3 JUSTIFICATION OF THE STUDY

The proposed study will be a step towards enriching our understanding
of the role of interest groups in policy formulation in a third world
context. Very little attention in Africa, in~general and in Kenya in
particular, has been devoted to demonstrating the roots of interest
group system in the social structure and to exploring the implications
of social <change on interest group organisaé}én, membership and
internal dynamics. Focus on interest groups is also an attempt to

shift from the previous emphasis placed cn more formal institutions of

government such as legislatures, and the executive. It must be



pointed out also, following Almond, that the kinds of Interest groups
present in a Society, the specificity or diffuseness of their demands,
their conception of the political arena and the rules of the game, the
ethos which they bring with them into the political process are the
raw materials of politics.& A systematic examination of interest
groups then, in their complex interrelations and®"their relations with
the government will enable us to get a systematic conception of the

political process as a whole.

It is hoped that our case studies will reveal the role of the
interest groups in the governmental process. Case study method can
be a logical way to begin since we can get a clearer picture of what
constitutes an interest group and how it goes about securing its
interests given the political conditions at a particular place at a
particular time. Case studies add something to the foundation of
knowledge. They show something new amidst varying circumstances and
how variables handled in abstract models and theories are in practice
embedded in human situations.e The study is Iikely—e::lo serve as a

reference material for both students and policy makers and form a

basis for further research in this Tfield.

1.4 LITERATURE REVIEW

The study of interest groups 1is a comparatively recent one, dating
from Arthur F. Bentley’s The Process of Government, published in 1908.

Two developments in the field of politics gave rise to an interest in



the study of interest groups. One was the new pluralist conception of
society which, to some extent, replaced the 1idea of the individual
citizen faced with the monolithic sovereign state. The pluralist

theory posits the existence of a series of mediating groups between

state and citizen. Some of these groups are well organised while
others are not. The groups compete with each other in trying to
influence government. In this competition, no one group or coalition
dominates across all issues. One group countervails or neutralizes
another.

Out of this open competition, the will of the people emerges and
ensures democracy as all people can participate, share resources and
take part in decision making by bargaining and compromise. This is
what the theory of "Countervailing force®™ is all about.7 The other
development was the growth of big business and big labour. the large
corporations which emerged in some cases seemed to rival the power of
the state. This development thus meant that besides the state, there
were other important groups whose actions had to be tak™n into account
in policy formulation and implementation. Such big corporations came
to be viewed, as it were, as the intrinsic government. e But much

of the theorizing about interest groups can be looked at under the

following themes:

1. Origins and Development of interest groups.
2- Their organisation.

3 Methods or tactics of group Influence.



4. Governmental responses to group demands.

5. Group Impact on policy.

1.4.1 Origins and Development of Interest Groups.
C

The importance of interest groups in the development of states was
recognized by the great thinkers of the classical era.* Modern
historians also recognized the importance of the activities of
interest groups. Robert Maclver, writing in 1932, for example held
that the rise of interest groups could be atttributed to the clash of
interests and the conjecture of conditions favouring one side and
disadvantaging another.10 This view is by its own nature quite
limiting since it only views the rise of interest groups as being the
result of clash of interests. Another view that comes close to this
one 1is attributed to Mills and Montgomery. According to these
authors, the origins of labour can be traced to the specialization or
differentiation of function, making the worker only a p/oducer and not
an owner and seller of his product. This state of affairs led to the
development of attitudes and interests that were peculiar to each. 11
This can be said to constitute a marxian conception of the origins of

interest groups.

10



The origins of interest groups has also been attributed to the growth
and differentiation of society. Because of this, a person"s life
became more segmented between the various differentiated structures.
One outcome of this process was the emergency of a great number of
secondary structures or associations. Some of these associations
attempted to exert influence on the government, thus assuming the
characteristics of interest groups.la David Truman, credited with
an outstanding investigation into the activities of interest groups in
America in the middle of the 20th Century, holds that as society
becomes more complex and specialised, it will tend to form additional
associations. As these associations grow more complex, that is to
say, as highly differentiated and institutionalised groups increase in
number, societies evolve even greater numbers of associations. These
associations come to be interested in the way policy is formulated and

implemented. 13

Group interests is therefore a phenomenon that has come to
characterise the American government. The earliest testimony to Group
politics in America is Essay number 10 of the Federalist papers, which
contains James Madison®"s classic statement of the impact of divergent
groups opon government and the reasons for their development. Madison
himself held that the most common source of faction, which he
detested, was the various and unequal distributions of property.
Because of this, there resulted Jlanded interests, manufacturing

interests, mercantile interests and distribution interests.1A



Madison therefore concurs with the earlier authors reviewed and his
views are similar to the Marxian concept of class except he only
substitutes T"interest” for “class". In our view, "class” and
"interest”™ are very similar; people who belong to the same class have
"similar interests which they strive to defend vis-a-vis other
interests or classes. After the publication of the Federalist Papers.
and especially number 10, scholars became more interested in
addressing themselves to the activities of interest groups which had
become a striking feature of American politics. One such author was
Alexis De Tocquevllle, who having recognized the increasing role of
interest groups at the turn of the 19th Century pointed out that they
were now operating sometimes parallel to and sometimes upon the
institutions of governments For him, their emergence had become
inevitable considering the differentiation in the American society.
Bentley, the pioneer of group theory observed that groups had become

part of the American political process. 1&

The pluralist school of political philosophers influenced by this new
trend produced some brilliant insights concerning the group basis of
society._17. They recognized multiple patterns of groups affiliations
and also noted the fundamental and inevitable character of economic

and political action on behalf of group interests.

The idea of groups basis of society which is central among pluralists
is seen as vital when considering who gets what, when and how in

society. The answer is that it is the group which has an advantage



over others because of its control over important societal resources.
Pluralists are thus credited with wunderstanding these issues
especially in their political and economic interpretations.1®
David Hicholls, a pluralist during the beginning of the 20th century,
points out that pluralism was basically a reaction against theories
which tended to ignore the important role played by groups in the
political process.1® Other scholars who view the origins of
interest groups as having been the rise and development of pluralism
include Alfred De Grazia who sees interest groups as instruments of
pluralism and an alternative to the program of centrism in ideology

and government.30

According to Hancur Olson, pluralism is a politcal philosopy which
argues that private associations of all kinds and especially labour
unions, churches, and co-operatives should have a large constitutional
role to play in society and that the state should not have an
unlimited control over the plurality of these private associations.31
Alan R. Ball, on his part argues that it is the group
interactions that determines the outcome of many political conflicts
and thus providing wider avenues of political participation and also
ensuring a wider distribution of power. The state, according to this
pluralist argument, 1is widely regarded as neutral, holding the ring
for the contending groups but sometimes intervening on the behalf of

the weaker and therefore less privileged groups.33

In the Federal Republic of Germany, due to the more democratiztion of

the political system after the second world war, interest groups



emerged and gained importance.23 They now form an integral part of
policy Tformulation. The most important interest group in Germany
today is the [labour movement. The reasons for their emergence Iis
somewhat similar to the American situation already reviewed and
basically hinge around social differentiation and specialization of
functions. In Japan, the quick development and systematization of the

political system after second world war necessitated attention to the

activities of interest groups.

James Coleman, 1in addressing himself to the activities of interest
groups in Sub-saharan Africa, holds that the European colonialism and
westernization initiated and fostered a process of social and economic
change which led to the rise of new social and political groupings.
He notes, however, that interests based on race, tribe and nationality
and in some instances region were the first to manifest themselves in

contemporary Africa.

1.4.1 Organisation

The issue of how interest groups are organised is important since this
determines their ability to realize their objectives. Truman alludes
to this point in his book The Governmpnt.al process, when he says that
a group”"s formal organisation is essential to the understanding of its
internal functioning.lInterest groups are organised variously.
Dowse and Hughes deal with the issue of organisation, distinguishing

interest groups on the basis of type. They hold that interest groups

14



may be organised in terms of goal characteristics. In this case,
there are protective and promotional groups. The former is organised

to defend a section of society, while the latter is intended to

promote a cause. Interest groups nay also be organised along an issue
or along clients. These are called issue-oriented and clientele-
oriented groups respectively.27 The author, however, points out

that there is no clear-cut line between these organisational types.
An Interest group may assume one posture at one time and change to
another at another time. For example a group like the "Xaendeleo ya
Vanawake® is designed to promote the cause of women. It also strives
to defend or protect the same people, and this makes it appear

protective and promotional at the same time.

Gabriel Almond has attempted to Tformulate anorganisational structure

of interest groups in Politics of Developing areas. In the analysis
of what he calls "Structures of interest articulation”, he
distinguishes four organisational types: instututional iInterest

groups, associational interest groups, anomic interest groups and non-
associational interest groups. He describes each but points out that
the associational interesst groups are the specialised structures of
interest articulation. Business organisations, unions, Industrial
organisations, civic and religious groups all fall in this
category.
»e

On his part, Truman points out that associational interest groups,
because of their generic function and their great numbers, are of

““lor concern in the examination of interest groups.23 Vwabuzor and

15



Mueller, on the other hand hold that associational Interest groups”
major purpose is to transmit the explicit needs of a certain group to
the government. In this well documented booh, the authors add that
their organisation gives them a distinct advantage over other types
which are “loosely organised. They conclude that it is the
associational interest groups to which most shcolars refer when they
discuss interest groups in general.30 They exhibit an explicit

organisational structure which has drawn interest from scholars.

In America and Great Britain, associational interest groups hold the
centre stage and especially the great economic interest groups which
are normally the big three of business, Qlabour and agriculture.3l
They have tended to relegate other non-associational and institutional
groups into a state of oblivi*on- They are the ones having the most
important and decisive influence on policy and governments have come
to recognize this role. It is on this basis that Almond and Powell

have come to believe that associational interest groups tend to

regulate the development and functioning of other interest groups.33

Interest groups are organised in a way that within the structure,
there is usually the existence of an active minority. This minority
has been identified by such terms as "Oligarchy®™ or "Old guard-. lote
for example Robert Michels®"s “lron law of oligarchy®™ according to
which a minority within a group always leads the affairs of the entire
group.33 This is true in all organisations irrespective of their
size or social standing. The minority takes advantage of their

positions to control the resources of the group in most cases to the

16



disadvantage of the less active majority. Another scholar who concurs
with this view is James Bryce. He holds that in all assemblies and
organised groups of men, direction and decisions rest in the hands of
a small percentage, less and less in proportion to the larger and
larger size of the body . But the author did not consider that for
the smooth running of any organisation, leadership must be vested in a
few hands to whom the majority must comply. Therefore it maybe he
healthy organisational tactic which does not necessarily have to work

to the disadvantage of the entire group.

1.4.3 Group Tactics of Influence

It is generally agreed that power dictates how groups present their
demands to governments. Their goal is to influence power holders.
Alan Ball, in discussing the determinants of interZst group methods or
tactics of Influence, identifies five factors: politico-institutional
structure; the nature of the party system; the political culture;
the nature of the issue at hand and the nature of the group.3&
Throughout his discussion, Ball had in mind a mature and developed
political system where institutional structures are quite clearly
defined. This is also where there 1is healthy contest between
political parties, a clear ideology, where political culture is

L oA d
dominated by participants and where groups themselves have clear aims

and objectives.
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Ball thus was talking of a situation that obtains in the advanced
western countries but which is not true in developing countries where
the opposite is true: Institutions have not developed; Parties have
no ideologies; political culture is still lowly with people bordering
eoh parochialism and with groups with no clear aims and objectives. It
cis important to Tfill this gap by assessing the role and tactics of
groups in such settings. Beer points out that pressure groups exert
their major influence at the administrative level which includes both
ministerial and official contacts. American interest groups on the
other hand, by and large, concentrate on the legislature and the
electorate. 3®
/
With respect to developing countries, Dowse and Hughes argue that an
important structural location of Interest is the organisation of the
state itself which may be the major employer of skilled manpower.
Since the state is more important as a source of career, economic
opportunity and status than any private sector, it follows that access
to the state®s decision-making authority is crucial. ;~These scholars
conclude that those outside the state necessarily organize themselves
in order to obtain access and those inside tend to use the state’s
apparatus to their own advantage.37. However, because of the
insufficient knowledge about the developing countries, the authors
fail to identify other tactics interest groups use to try and
Bb>»

influence public policy. While it is true that the state is
important, it would have been important to identify other points where

groups attempt to penetrate, like individual personalities and even

mthe executive. \%



Henry Turner believes that interest groups employ procedures or

methods which will effectively promote their aims. They attempt to

exert influence on every phase of the political process. They
endeavour to influence their own members and other groups; urge the
political parties to endorse favoured policy; lobby for the selection

of friendly officials and attempt to secure favourable decisions from
executives, legislators and Judicial officials. Turner concludes that
the techniques and tactics which any particular group employs will be
determined largely by such factors as size, geographical distribution
of membership, cohesion of membership, financial resources, prestige,
degree of organisation, quality of [leadership, relations with

political parties and with other organised groups.30

Interest groups also find that operating within parties 1is an
important method of gaining access to those in public authority and
therefore direct their influence on the parties. This view is held by
Bone, although circumstances and times have rendered this view
problematic.3* In developing countries there is no situation where
parties are active as policy shapers. Vhat we have are situations of
single parties and formation of monoliths which do not welcome
opinions. Sometimes it becomes hard to draw the line between party
and state functions as the two have become almost fused. There has
been a noted decline of the party system with consequent ascendency of

»-
executive powers and personal rulership.

recognition of the fact that public policy making is the role of

government, interest groups seek to influence the originators of
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policy, that is the Ilegislature. Garble concurs with this view.*0
However, what we find 1in the world today and particularly in
developing countries is that the executive branch of government has
usurped this role of the Ilegislators. The executive has therefore
become the most iImportant point with regard to policy making and the
efforts of groups are increasingly being directed there, with little
or no success. The author®s views thus seem to have been surpassed by

recent trends.

Mueller and Iwabuzor 1identify lobbying as one principal channel of
expression by groups. They point out that because power is so heavily
concentrated in the executive branch of governent in Africa, lobbying
is usually aimed at the bureaucrats rather than legislators, as is
most often the case in the west. >They aptly identify other channels

of influence as being representation and mobilisation.*1 British

interest groups employ some tactics whereby they seek co-operation

with the government. Infact, groups are represented on many advisory
committees alongside civil servants. A case in point is the lational
Advisory Council on the training of Teachers. In America, national

political campaigns are a most conspicuous tactic of group activity.

Such tactic may have significant influence over a long period of

time.*-* Most of the literature on group tactics as shown seem to

refer to interest groups in the more advanced countries. Interest
»e

groups in developing countries have their own tactics which the

authors fail to bring out and this is what the present study is

designed to do.
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1.4.4 Responses to Group Demands

The response of governments to interest group demands is conditioned
by a number of factors. Harry Eckstein argues that the structure of
the decision-making process 1is"a '"major determinant in the way
governments respond to group influences.*3 For example, Britain has
a unitary system of government with a concentration of political power
at the centre and in the hands of a relatively strong executive.
Pressure groups will deservedly regard their efforts as more
successful if they gain access to Ministers and their civil servants
than if they are only able to Influence MPs in the House of Commons.
America has a bicameral legislature in which the Senate and the House
of Representatives are of roughly equal political importance, and with
the doctrine of separation of powers, groups aim at the administration
and the legislature since these are likely to give them a hearing.
The division of powers between different centres has increased the
opportunities open to groups. Harold Lasswell and Morton Kaplan argue
that where the pursuit of corporate interests by political means is
normatively held and where also liberal individualist assumptions are
deeply ingrained, like in the USA, interest groups are likely to get

favourable responses. **

In communist countries, there is very close control over the
activities of interest groups. In the Soviet Union, for example, the
constitution has concentrated and centralised all the power at one
centre - the Supreme Soviet - which can be said to be a higher body of

state authority and administration. The party is also supreme and
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supervises virtually every type of activity, including that of the
interest groups.*® Richard Sandbrook, 1in writing about organised
labour in Africa says that governments, wary of such groups, have
tended to control and direct their activities. Governments in Africa
have responded to union activity by controlling and“‘regulating them,
arguing that unregulated union power may promote the sectional
interests of their members.*® This view is shared by Davis *7 and

Ogolla.*e

It has also been argued that modernization and growth in developing
countries have not reached the stage in which the social structure is
sufficiently differentiated to create a wide range of specific
interests with quite definite objectives. As a result, the few
interests that manifest themselves find an uncompromising political
climate. Govrnments have ensured that outspoken and unrelenting union
leaders are purged or co-opted. Under such conditions, specific
concrete interests tend to appear as either the highly personal
demands or assertions of distinctive ethnic, religfous or other

communal groups. Lucian Pye concurs with this view.*3

The characteristics of constitutional, legislative and party structure

affect not only the tactics of interest groups, but the very goals and

objectives which they can reasonably attain. A disciplined party
-

system and a powerful executive, force interest groups to direct their

energies to the upper levels of the executive and the bureaucracy.

Unfortunately, the responses they get from here are not favourable.®0

The American system 1is instituted such that it encourages numerous
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active groups. The political system, according to Robert Veisberg, is
charaterised by decentralised decision-making and multiple points of
access. Constitutional guarantees of free speech and the right of

association also encourage groups.15l

The form and functioning of the British political system, on the other
hand, is predicated upon the assumption that it will be advised,
helped and criticised by the specialist knowledge of interested
parties. These two views give the impression that interest groups
in the American and British political systems always find a ready and
favourable response. The truth, however, may be that governments
always ensure that the outcome of policy is accoding to their design
and not that of interest groups, but all in all, interest groups in
these systems play a profound role in influencing policy and this is

recognised by the governments.

145 InterestI Group Impact On Policy

It is true that interest groups perform the function of representation

in society by voicing concern over some issues that are specific to

respective groups. In the United States, for instance, interest
groups are able to give a profound contribution to legislation. This
>

is mostly through committee hearings which is the point of access or
contact between interest groups and congressmen. There are various
specialised committees which deliberate issues pertaining to their

competence and it is here that interest groups make a contribution.

23



Interest groups therefore play an indispensable role in identifying
the interests in society to which the political system must respond.
By [lobbying in the [legislative sphere, interest groups influence
policy and one can say that their activities are an input in the
process of decision making. Authors who concur with this view include

V.0. Key and Irish.

In developing political systems, the demands transmitted into the
political system from interest groups are usually vague, diffuse and
radically unlike in content and intensity. This is the reason why
their 1impact on policy is minimal. At the same time, an
executive-dominated parliament and a unitary constitution make
possible a disciplined parliamentary party system which protects the

legislative process from effective group penetration.

Due to the cohesion of the party and the concentration of legislative
power in the cabinet or presidency, the impact of any single interest
group is bound to be quite limited. Instead, the significant
political groups which have some impact on policy are elements or
cliques within the bureaucracy, the army, informal groupings and
powerful families Tformed within non-associational interests like
religious communities, large landowners and wealthy individual
businessmen.&e This view is tenable but the author identifies only
one reason as being paramount in explaining the ineffectiveness of
interest groups to influence policy-making in developing countries

°nd this 1is that power is concentrated around the presidency. There
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are more reasons than this which should have been identified, like the

structure of the interest groups themselves.

On the Kenyan political scene, Julius Vaiguchu says that the basic

units of interest group politics exist, but they are too weak or too

small to make their voices feltand thus influence policy. The
weakness of interest groups may be due to a number of factors: low
literacy, lack of finance, lack of organisation and bureaucratic

hostility to such organisations operating outside their area of

jJurisdiction.E7 But as indicated earlier on, trade unions have for
a long time been quiteactive and independent in their
representations. This was more so in the period of the nationalist

struggle when their activities were identified with the wider
liberation struggle. Only in the post-independence period and
particularly in the last Tfifteen years have their influence been

minimized, as will be explained in Chapter two, pages 75 -76.

It is clear from the foregoing literature review that Kkittle has been
done by scholars in the developing countries on interest groups. A
great deal of the literature reviewed emanate fro* the west,
especially the United States. Probably, this is why the whole study
of interest groups has been criticised for its western ethnocentrisa.
It has been asserted that a biased perspective results because most
witings have been done by western scholars. In:grest groups are seen
as groups existing outside of government. While we agree that extra-

governmental groups in the United States, for example, are more

numerous and more influential than extra-governmental groups in the
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developing countries, governmental groups such as the bureaucracy and
the military exert a great deal of influence everywhere. The
literature uncovers important facts about the origins, formal

organisation and operational techniques of interest groups thus giving
more insight into the theory of group politics. However, the reasons
for the diversity in styles and tactics adopted by various interest
groups in the pursuit of their objectives are not clear. There is no
clear understanding of the role of interest groups in the context of
political and social change. One 1is confronted with questions
concerning the role of these groups in the policy process, the
political system generally and the social structure in a third world

setting.

It is clear from the literature that interest groups in the advanced
western countries generally direct their activity or influence at
legislators and at the electorate or public opinion. This is because
of the recognition of the importance of |legislators in policy

formulation. é/

In the case of Kenya, the study will seek to find the locus of
interest group pressure. Ve shall seek to determine whether pressure
is exerted on the legislators, the Ministers, the bureaucrats or the
chief executive. At the moment, no Qliterature 1is available that

focuses on this issue.

Another issue that emerges from the literature is that in the western

Pluralist conception of democracy, the state 1is viewed as a mere
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arbiter of the various interests. It is supposed to be a limited-
purpose organisation. The situation is different in the third world
where the state is viewed as a separate, Independent superhuman entity
whose interaction with the individual should be free from interference
by outside agencies such as interest groups. The state is also iIn”
interested party. But the situation could be changing. It isc
becoming increasingly clear that there are interest groups whose
activities and influence may be of some help to the general arguments
of interest group politics. This points to the need for data on the
functioning of interest groups and determine their scope and

effectiveness. This is the purpose of this study.

1.5 INTEREST GROUPS: A THEORETICAL FRAMEWORK

Interest articulation through interest groups can be analysed from
various stand points. Before establishing the theory to be adopted in
this study, we evaluate some of these perspectives. (fee such theory
is the Elitist theory. The theory emphasizes the possession of force
by a minority. Elitists focus on the cohesion of the elite and the
sources of elite domination. The theory also stresses the corporate
nature of the elite, deriving from common education patterns, ideology
and ethnic origins.Vilfredo Pareto, in his study of elites holds
that the primary instrument of government 1is the manipulation of

political followings. According to him, this 1is the essence of

democratic theory.
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In systems such as those of the Soviet Union and Peoples Republic of
China, there 1is an effort to penetrate the entire society by the
central party elite. Interest articulation takes the fora of very
low-level suggestions within specific bounds or receives only latent
expressions. Important articulation is limited to members of the
elite who <can utilize their positions in the various political
institutions as a base from which to express their demands. Blite
representation on behalf of an interest group constitutes a channel of
access which can be utilized with great effect by some interests. It
may take the form of the presence of a group member in the rule-making
structure or sympathetic representation by an Independent elite
figure. Rather than having to use personal connection or formal
channels to gain access, the group that has elite representation can
rely on direct and continued articulation of interests by an involved

member of the decision making structure.

The Marxist view recognizes the importance of organised groups though
it prefers to call them classes. This perspective attributes the
origin of these structures to the specialization or differentiation of
function making the worker only a producer and not equally owner and
merchant of his product. This state of affiars gave rise to the
development of attitudes and interests peculiar to each. The same
view was echoed by James Madison in the Federalist Papers. He said,
as indicated before in this study that unequal distribution of
property was responsible for the emergence of various interests and
therefore various classes.e,° However, the Marxist perspective holds

that the state is far from neutral and that there are great imbalances

28



in terms of political power between groups. Thus, not only will the
state favour business interests against those of organised labour, but
there are also wide disparities in resources between the two resulting
in what has been called "imperfect competition” . ei By
concentrating only on the unequal distribution and differentiation of
function, the Marxist perspective becomes limited and therefore

inappropriate in the analysis of the activities of interest groups.

The Pluralist model can also be used to study interest groups.
Pluralism, as a political philosophy emerged at the beginning of the
20th century as a reaction against theories which tend to ignore the
important role played by groups in the political process. Pluralists
were concerned with denying theories which assert that there must be
within every state a person or body of persons which is sovereign.

It therefore particularly stands opposed to elitist theory.
Pluralists hold that between the state and the individual are to be
found numerous associations and groups. These groups absorb much of
the life of the individual and have an existence Whi%does not derive

from the state.

The model argues that the proper question to ask in any political
situation 1is not how much uniformity we can impose, but how much
diversity we can allow and encourage without interfering with the
unity of the state.6,3 Valter Lippman, in9>))his assessment of
Pluralism, holds that a free society, as opposed to totalitarianism,

is characterised and protected by the existence of semi-autonomous

groups with overlapping memberships, with no single centre of power,
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no monolithic body attempting to impose upon the country some total
way of life, but rather a benevolent umpire ensuring that all groups
are able to have a "foot in the political door™.*--0
1. -

Pluralists also hold that political power in liberal democracies is
widely dispersed, and that there is continual competitions between
organised groups and new groups are constantly emerging to maintain
the balance of influence in the political system. Further, they argue
that membership of these groups overlaps, especially in terms of their
leadership. Thus the various political elites interact and maintain
the overall consensus on political aims and methods which is essential
for maintaining political stability. It is firmly held that groups do
fulfil the essential democratic function of providing control over the
elite through pluralist competition. The pluralist approach may be
said to have some methodological flaws. It is argued for instance
that the approach ignores the possibility that the political elites
may restrict the debate to safe issues and prevent important issues
from becoming the basis for political debate. The elite may simply
organise out of the political process all issues that may provide real
challenge to their values and the basis of their rule.eb5, The
criticism levelled at the pluralists that strongly undermines their
claim to impartial, objective analysis is that they unfairly
distinguish between legitimate rule and ;;;egitimate protest.
Opponents of the pluralists label as irrational and extremist

Political movements that they disapprove of.&e



It is from the Pluralist Conception of society, however, that Groups
Theory emerges. It has been argued that the activities of interest
groups can best be analysed by this theory.07 The theory views
politics as the process by which social values are authoritatively
allocated and that this 1is done by decisions which are produced by
entities called Groups.150 Owing to the primacy it places on groups,
the theory holds that politics is a struggle among groups for control
of state power and that 1iIn order to understand the phenomenon or
dynamics of politics, it is necessary to understand the activities of
groups.es> This, obviously 1is a position that requires that
institutions have grown and matured and that liberal democratic ldeals
are well cultivated. This is why the theory has often been said to be
relevant in analysing Vestern political systems. But it is important
to note that the theory holds that the activities of groups, their
numerical strength and their techniques and strategies all have a
bearing on the kind of decisions and actions which policy makers come

up with.

In the search for a conceptual scheme that would broadly encompass the
phenomenon of politics, there has been some effort to develop a theory

which would use the 1idea of 'group” as the central or even sole

building block. These efforts have culminated in Interest Group
Theory. This theory can be said to arise from what we know of the
behaviour of men in society. Their differing experiences and

perceptions not only encourages individuality but also inevitably
results in differing attitudes and conflicting group affiliations.

The theory is part of the ..liberal democratic conception of politics.
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It stands opposed to the marxist thought which rejects the concept of
interest groups in Tfavour of classes. It is also opposed to the
individualist, utilitarian theories of scholars like Jeremy Bentham

and John Stuart Mill.70 It is, instead, based on the belief that any

group is always guided by interests. Bently makes it more succinct:
any group must have its interests. So
interest can be considered to exist unless it
manifests itself in group action. Vhereas group
interests are everything, individual interests are
nothing. Vhat counts are the common interests of
people, not the losses and gains of

individuals. 71

Gaetano Mosca sees interest in terms of instincts. He says that men
have an instinct of hearding together and fighting with other herds.
This accounts for the formation of divisions within a given

society. 7~

The theory holds that political institutions are essentially the arena
of group conflict or struggle due to the differing interests; that
this struggle itself is the raw material of the political process.73
Charles Hagan, 1in “the Group in a Political Science'", points out that
when one bases his research on theory, attention is focused on the
activity, not the individual. The need to get a more systematic
conception of the political process as a whole necessitates analysis

of interest groups.7A

1 the theory, the idea of "group”™ is merely an analytical construct.

Though, as Mackenzie notes in an article, '"Pressure Groups: a
Conceptual Framework™™, “group* 1is used to describe any collection of
32
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individuals having common characteristics, it is in this theory a
conceptual scheme that is designed to Tfill the gap between the
individual and the state. Nan as a social animal 1is seen as
interacting in a complex network of relations and these relations are
seen as having significance for a workable theory of political life.
It follows that the phenomenon of interest groups is one of the early
attempts in building a more adequate descriptive theory of a liberal
democratic process. Interest groups can be said to manage the floor

between the individual and the state.

While the interest Group theory, if carefully used, permits the
orderly classification of many central actors in the political
process, it has the danger of not providing a satisfactory explanation
for the patterns of action and the policy outcomes one encounters in a
developing political system. At its highest level of generality,
interest Group theory attempts to answer the question: who Governs?

How and by what means can those in power be influenced?

It is now necessary as a matter of tactics, rather than principle, to
make the unlimited field of iInterest groups more manageable. It is
natural to cut out groups which do not possess a specified Tformal
organisation. The number of organisations in Kenya is enormous and
the more active ones are known. All the organisations or groups may
have some reference to politics. Since our interest in this study is
to investigate the part played by interest groups in the political
process, we shall exclude organizations which have only limited

dealings with the state. Trade Unions are outside our scope for a



tactical reason: they have been adequately studied. The exclusions
leave a field of organised groups possessing both formal structure and
real common interests in so far as they seek to influence the
decisions of public bodies. Falling within this field are such groups
as associations of commerce, trade, professions, local authorities and

the church.

The foregoing notwithstanding, we argue that the interest groups model
can provide a better understanding of the nature of political
relationships and the political process and a braod enough basis for
examining the problems of politics in the third world. It is this

theory that we propose to use in this study.

1.6 DEFINITION AND OPERATIONALIZATION OF KEY CONCEPTS

In this study, some concepts are used whose meanings need to be made

clear. >¥

1-6.1 interests

Vhen a number of men unite for the defence, maintenance and
enhancement of any more or less enduring position or advantage which
they possess alike or in common, the term Tinterest”™ 1is applied to
both the group so united and to the cause which unites them.

Interests will thus be taken to refer to the needs, wants or purposes



of a group. The existence of a group depends on an interest held in
common . For example, K I C C I members hold in common the interest
or wish to promote business and also secure from the government

policies that are favourable to their undertakings.

1.6.2 Group

The concept “Group®™ is broadly used to describe any collection of
individuals who have some characteristics in common. It is a stable
pattern of interactions between a number of people who interact
repeatedly. These interactions give any group 1its moulding and
guiding powers. The analysis of politics in terms of groups should
not be seen as ignoring or playing down the individual®s role. Rather
it is an attempt to go beyond the individual and determine how groups
also influence public policy. It may still remain that individuals
act in the name of groups in these efforts, but groups par se do exist

and work as groups. \Y%

As painted out earlier, the idea of groups is merely an analytical
tool or construct. Group 1is used to describe any collection of
individuals who have some characteristics in common. This 1is the

sense in which we shall take group to mean in this study.
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1.6.3 Interest JErop

The concept interest group has been variously defined by scholars.
Almond and Powell, for example, define interest group as a group of
individuals whCr are Qlinked by particular bonds of concern or
advantages and who have some awareness of these bonds.Another
scholar sees an interest group as one whose members share attitudes
which result from common objective characteristics. For example, all
members of the group are farmers, business people or even plumbers.77
This study, however, will adopt Finer®"s definition of interest groups.
According to him, interest group is used to refer to all groups or
associations which seek to influence public policy in their own favour

while declining to accept direct responsibility for ruling.

The groups must also have Tformal organisation. This definition is
preferred as it helps us to exclude tribes from such groups. It also
draws a clear-cut line between political parties and interest groups,
though it must be pointed out that an interest group ca” develop into
a party. Parties put forward candidates for political office whereas
groups do not. There has been much dispute among scholars over the
problem of terminology and definition. Sometimes, "interest group”,
"pressure group® and even T“lobby group®™ are used interchangeably. In
this study, however, a distinction is drawn. An interest group
becomes a pressure group when it makes claims directly, that is,
lobbies upon or through any government institution with an aim of
securing a favourable decision. Vhen the claim is realized, it will

cease to be a pressure group and revert to its old posture of an
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interest group. Strictly speaking then, pressure is merely a stage or
phase of interest group activity. In other words, it is an interest
group that assumes pressure characteristics when the situation so

demands.

1.6.4 Interest Group Politics

This is the politics of policy making in which there is the existence
of numerous, vigorously competing groups. In this competition, no one
group dominates all issues, but one group countervails or neutralizes
another. Interest group politics is concerned with the adjustment of
conflicting interests which are manifesting themselves in group
antagonism and it is the role of government to facilitate this
process. In interest group politics therefore, one group bears the
cost of the policy and another group receives the benefits. Each
group has an incentive to organise the press for its claims or
Interests. This shows that groups actually compete wi"th each other

and that they actually influence public policy.

1-6-5 Public Policy

In this study, public policy will be taken to mean a decision or set

of decisions that establishes a purpose, creates a precedent or lays

down a course of action. It is the guiding principle of action for

governments and this 1is why interest group activity is aimed at
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influencing policy so that it may be favourable to then. Interest

groups are guided by the belief that public policy making

execution is the raison detre of government.

1.7 ARQHShAA

and

As a way of focusing the study within the context of the research

problem and objectives, it will be our ain to test the Tfollowing

hypotheses:

That the higher the level of organisation of an interest group,

the higher the chances of the group realizing its objectives.

That the less open the governmental process, the lesser

influence of interest groups.

That the fewer the members of an interest group, Jthe lower

level of government response to its demands.

That the more an interest group directs its demands at

the

the

the

executive arm of government, the more likely it 1is able to

realize its objectives.
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1.8 RfigEARCH METHODOLOGY

In this section an explanation 1is given of the methods used in data

collection and the problems encountered in that process. In addition

a description of sampling methods, sample size, units of analysis and

selection of area of study is given.

1.8.1 Techniques of Data Collection

The following techniques were used for data collection. The interview

schedule was the major technique employed. Self-administered
questionnaire was also used. All this was supplemented by secondary
literature. The use of interview schedule as a data collecting

technique was based on belief that the method offered room for more
probing and clarification of some points. It also offered a chance to
utilize, though to a lesser extent, simple deduction in the course of
the interview to get some of the information which coul™f not otherwise
have been obtained. The interviews could last 30-40 minutes and were
usually conducted within the work place of the respondents, usually at

the place of business.

The researcher visited the respondents and sought the information from
people who were conversant with how the member (company or individual
businessmen) related to the Chamber since the study aimed at seeing
how the Chamber represents its members all of whom are engaged in one

form of business or another. In most cases, the researcher was given
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appointments to come later and only onrare occasions, the respondents
accepted to be interviewed on the spot on Tfirst request. The
respondents were assured that the information being sought was for

purely academic pursuits and could not lead to any victimization on

the part of the respondent. " x
C
The second method used was the self-administered questionnaire. This

method was adopted when it was discovered that some respondents
preferred to work on the questionnaires themselves at their own
private time. The questionnaires could thus beleft with the
respondent to be collected after a short period, ranging from five
days to one week. The questions were straightforward and could easily

be comprehended by the respondent without the presence of the

researcher. The questionnaire contained both closed and open-ended
questions. The open-ended questions were mainly on issues related to
opinions and those matters which required elucidation. Closed

questions were on those aspects where a specific answer was expected.
This method made it possible for respondents to give opinions in a

free atmosphere because of the researcher®s absence.

Other than the members of the Chamber who were the principal

respondents, the researcher also sought information from the elected

officials of the Chamber, officials in the Ministries of Commerce and
o<

Industry and the Kenya External Trade Authority (KETA). A set of

questions to guide the interviewer were put down in a Questionnaire.



The final method of data collection was usage of Secondary sources.
An attempt was made to get annual reports, periodical publications and
files containing relevant information. Newspaper reports, interviews,
reviews and features on the Chamber were also useful as a source of

supplementary information.

1.8.2 Problems Encountered in the Data Collection Process

*
In the course of data collection, various notable hardships were
encountered. The researcher was dealing with respondents who are by
nature and inclination very busy businessmen and industrialists. This
came out clearly in the field as some respondents either completely

declined to be interviewed or hurried up the interview to attend to

"important business matters', leave alone the repeated interruption
from incoming calls. Some kept on postponing appointments as a tactic
to discourage the researcher. In cases of complete decline, the

researcher made an effort to substitute the respondent so as to
maintain the sample size but ensuring that the sample type was not

interfered with.

Another problem was with the Chamber itself. Most officials were co-
operative but those in the higher offices especially the chairman were
unwilling to be interviewed and even hostile to the researcher. An
attempt to explain the nature of the study was met with opposition.
Tbe researcher could not be allowed to attend the annual general

conference of 1989 as an observer. Access to vital information
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contained in their files was also not possible as the researcher was
not allowed to utilize the library. However, since this information
was only designed to supplement the information from the field study
the research was not rendered impossible. Most members were willing
to be interviewed and gave v-ital information which forms the basis for

testing the stated hypotheses.

1.8.3 Sampling Procedure

™
The sample for this study consisted of 103 businessmen of various
orientations who are members of the Chamber. The members were drawn

from all the categories represented by the Chamber as follows:

Manufacturers . 44
Distributors . 29
Professional/Service - 30

This represented 5% respectively of their total number according to
our sampling frame, the 1984-85 Directory of members. The original
number intended to be interviewed was 115. The 103 the researcher
managed to get information from is quite representative. The sample

regrettably small and questions may arise on its
representativeness. Various constraints dictated the use of such a
sample size. First the time Tfactor. The short period for data

collection was not adequate to cover a bigger sample.
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There were also Tfinancial constraints which made it Impossible to
extend the data collection period which could involve more travelling
and even engagement of a research assistant. The units of analysis
were the members of the Chamber. Choice of the members as the units
of analysis is based on considerations arising from the problem and

objectives of this study.

The Hlimiting of the study to only lairobi was based on various
considerations. lairobi is the headquarters of the Chamber and the
biggest business centre where the majority of the members of the
Chamber are to be found. Also because of time and Tfinancial
constraints the study could not be extended to the branches. It is,
however, believed that the views and opinions expressed by members in

lairobi represents those in the branches.

Since our concern with the other two groups was to investigate their
operational resemblance or otherwise with the Chamber and also their
relations with the government, information was sought from their
officials 1iIn their respective secretariats in lairobi. Additional
Information was got from their annual reports, publications and from

government and lewspaper reports.
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CHAPTEHR T WO

gni;__ THE POLICY - MAIILIG PBOCTOS

This chapter seeks to analyse the policy-making process in Kenya in
order to establish a setting within which interest groups operate.
This is with the understanding that the patterns of policy formulation
and enforcement in a political system determines the extent to which
interest groups will go in influencing government policy. Thereforel,
there is need for a clear understanding of the policy-making process
as a whole. Ve shall analyse the nature of policy-making at various
levels with a view to seeing where the activities and influence of

1
groups is felt.

2.1 POLICY-MAKING AT LOCAL LEVEL

Since independence, the Kenya Government has experimented with new
ways of administering development. Changes have been made at regular
intervals in the approaches, methods techniques, policies, rules and
procedures for promoting development. Different programmes,
strategies and projects have accompanied chznges all aimed at

decentralising planning.



In 1968, Tfive years after Independence, the district development
committees were formed. Soon after the posting of provincial planning
officers, the Ministry of Economic Planning and Development asked for
project proposals to meet the infrastructural needs and priorities of
districts. However, inadequate guidance regarding national and
financial ceilings led each district to produce a long shopping list
to projects which were not adequately Justified. Central Planners
were not equipped to handle this response and thus did not incorporate
the district list into the national planning process. Consequently,
the confidence of central planners in district level planning was

undermined and people in the field were frustrated.

Another landmark towards decentralised policy-making resulted from a
conference at Kericho in 1966. As a result of this meeting which was
attended by academics and policy-makers, a Special Rural Development
Programme (SRDP) was set up in six districts as a pilot programme. A
second phase was to expand to eight new districts. Local
participation was sought and an attempt was made to bul~d an effective
planning organisation to link the central government with individuals
and groups in the rural areas. Ve therefore begin to see a
recognition of individuals and groups as possible contributors to

policy-making.

Though the first Kenya development plan of 1966-70 and the Sessional
Paper Ho.l1 of 1965 committed the government to strict central
Planning, they did set a strong case for decentralised policy-

~kiag.The sessional paper especially, acknowledged the need to
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pronote the participation of all people in the task of nation-
building- 1 The SRDP did not expand as there were not sufficiently
trained and Motivated personnel to implement it. It helped to get
central planners out to the field and precipitate decision-making at

the district level.

The ldegwa Commission of 1971, the I1LO Report of 1972, the Varuhiu
Commission of 1980 and the Development Plan of 1983-88, all strongly
argued for devolution of planning and policy-making.2 The objective
was to widen the base of rural development and encourage local level
initiative in order to improve problem identification, resource
mobilisation and project implementation.3 It was felt that planning
should be reviewed carefully 1in the light of its effect on the
population. There was need also for integrating programmes at the
local level since it is at this level that they would have an impact
on the lives of the people.A It has been realised that planning at
a level higher than the district was too general and devoid of the

Vo4
specific advantages of local planning. "/

The Sdegwa Commission recommended the creation of the post of District

Development Office (DDO), under the D.C., with specific responsibility

of preparing and monitoring progress under the development plan as

well as co-ordinating with district development committees (DDCs).
“**

The Sdegwa commission did not go far in envisaging the wide range of

representations needed in district planning under the District Focus

f°r Rural Development, it is possible that such people as progressive

farmers, leaders of self-help projects, school teachers, leaders of
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interest groups as those of women, the Youth, employers associations
and trade unions may be represented in policy-making. Such wider
representation of local interests in the policy-making process is of
great help since it ensures democracy. Leaders can also explain
priorities to government officials and the latter can explain national
priorities and constraints to the local leaders. All this is guided
by the belief that ordinary people, local representatives and local
interest groups have a lot to contribute to planning at the local
level. IT such contribution is to be effective, the people need to
get a better grasp of the basic economic issues Involved and also an
understanding of the underlying technical arguments related to

development locally as well as nationally.

The working party on Government expenditure of 1982 argued for an
accelerated and equitable rural development since more than 80 per
cent of Kenyans earn their livelihood in the rural areas. It felt
that the fact that decisions on many rural development matters are
made in Nairobi impairs implementation of project™ because of
delays,& From the point of view of any district-level officer, co-
ordination of district activities and identification with the needs of
the people becomes secondary to satisfying his superiors in Nairobi on
whom his promotion depends. There was substantial duplication of
functions among the administrations of central government at district
level, the county councils and town councils Vithin the district.

decentralisation, more people have come to be involved in the
Planning and implementation of projects that are district-specific and

erefore essential to rapid rural development.
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The development plan 1984-88 created the current rural development
stategy, the District Focus. However, its Ffirst recommendation was
contained in the Hdegwa report of 1982 which was accepted and
implemented officially by the President in the same year.

Responsibility for planning and Implementation has been shifted from
the headquarters of ministries to districts.s The strategy is,
however, based on the principle of complementary relationship between
the ministries and the districts. The DDCs are the foundation of the
strategy. They have a wide membership ranging from the DC who is the
chairman, the DDO, the district departmental heads to local members of

parliament, chairmen of local authorities, clerks to local authorities

and representatives from divisions and non-governmental
organisation®s (IG0s). This is the point where interest groups have
sought membership. For instance local leaders of the K S C C I do

take part in the functions of these committes.

Recently, there has been a suggestion to include University students
in the committees. In fact in some Districts, they,”are now Tfully
represented in the DDCs.7 It is felt that the DDC should encompass
“any and diverse views so that its approval of project proposals is
seen as representing a strong mandate of local support. The DDC"s
role is to establish local development priorities and to monitor the
mtechnical work of 1its executive and other sub-committees. It is
supposed to meet four times a year to review on-going progress in the
~strict, consider new proposals by Divisional Development Committees

and establish priorities for future projects and also endorse

district®"s annual proposals to the ministries.®

59



The 1idea behind the District focus strategy is local participation
between the local community and Jlocational and sub-locational
development committees. These are expected to encourage input from
community members on development opportunities and problems in their
communities and ways to maintain and increase the utilisation tsf

completed development infrastructure.3 {

Vith the District focus, planning strategies are such that the lower

levels of policy-making have autonomy. They are left free to choose
the criteria for policy-making. They are also autonomous in setting
their objectives and priorities. This  therefore Implies

decentralisation of planning and implementation machinery and process.
The strategy 1is a departure from the top-down process whereby the
lower levels of policy-making hierarchy are only involved with the
criteria set by the upper levels of the hierarchy.10 This is what
has been prevailing before the District Focus. Lower-level decision
naking structures were not free in making their policies outside the
conditions set by the central government. The whole strategy wants to
correct this notion of development planning which was rooted in the

colonial period.

The new idea of development seems to be guided by the belief that it
is vital to increase the participation of citizens in the
determination of their priorities through their involvement in the
planning process. This is what the District Focus is ear-marked to
d°- Vith this strategy, Tfield officers are likely to be the focal

Points in the attempts by interest groups to improve their position
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particularly if they are localised. Groups will seek to seize control
of all or part of the field system and use it to their advantage.
They will attempt to influence the field officers and compete with
them in policy-making. Interest groups may also, by working closely
with TFfield officers, reduce the discretion of the government over
recruitement, promotion, transfer and even removal of officers. The
case of Vest Pokot where the local church recently wanted to transfer

a school head is an example. 11

Kenya"s institutional setting for rural development in general allows
for multiple centres of initiative and participation by a host of
specialised agencies and interest groups, all of which are meant to
encourage efficiency. These multiple centres of initiative can help
to yield a fairly accurate prediction about policy outcomes,
especially if the interests of the various agencies and groups are
compatible.12 The District Focus strategy has been designed to
ensure co-ordination and flexible procedures for quick adjustments as

problems appear. This makes the strategy appear theoretical on paper

but fairly workable in practice.

2«2 CENTRAL-ADMINISTRATIVE POLICY-MAKING

Ve have indicated in the preceding section that District Focus
strategy is based on the principle of complementary relationship
~tween Ministries and Districts. The ministries represent a sectoral

aPProach to development. They have always held the responsibility for
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proposing and directing national policy in their contributions to the
preparations of the national development plan and through the
preparation of policy discussion papers. In addition, they are
responsible for preparing annual policy guidelines for use by the
Districts in selecting their priorities. Ministries also do strategic
planning by setting long term objectives for ministry-specific and
national programmes which are considered of high priority. The
financial resources of each ministry are allocated through the system

of annual estimates and forward budgets.

Vith the delegation to the districts of the operational responsibility
for rural development, it 1is necessary Tfor the ministries to
strengthen the professional capabilities of their district level
staff. The ministries, however, still remain an important target of
interest groups. Groups know that ministries retain the overall
responsibility in policy-making and implementation. They therefore
seek connections with them. They also seek to point out to the
ministries the need to be sympathetic to their -catfse. This 1is
probably why trade unions for example, always prefer a Minister of
Labour to be one who 1is sympathetic to the cause of the workers.
COTy, for example has always shown a keen interest in who takes the
portfolio of Labour whenever there is an election. The same applies
to the Kenya Federation of Labour. 13 Similarly, members of the
Chamber obviously would like to see '"one of their friends in business"
aPPointed to the Ministry of Commerce. The appointment of

Zachariah Gakunju as an Assistant Minister for Commerce in 1988

have been welcome news for the Chamber. Mr. Gakunju is the
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immediate past Bational Chairman of the Chamber and according to the

Chamber®s constitution, he is a member of its governing council.

The Chamber also seeks to have a good working relationship with such
Ministries as Finance, Planning and "Industry. Vhen the Chamber
presents its proposals or memoranda, c it expects to get a favourable
response. In the U.S. , Chambers of Commerce are very interested in
seeing who sits on the Commerce Committee of the House of
Representatives. In fact, they seek to influence the choice of the

committee members.1A

Central planning in Kenya is done by the Ministry of Planning and
lational Development through its Planning Division whose
responsibility is making, coordinating and implementing the various
sectoral plans. This is pursued through formal as well as ad hoc
relations with the Treasury, operating Ministries, Parastatals and
Associations in the private sector like KAM and K1 C C L. Each unit
of the division is directed by a planning office#" and various
specialists and advisers responsible for keeping abreast of sectoral
development and principally through ties with counterpart specialists

in other ministries and public organisations.le

°iicy making at the highest level 1is the responsibility of a
c°Baittee of the cabinet. However, because of the tendency of the
c*binet to meet irregularly, it only deals with the most fundamental
SSUes of policy brought to them by senior civil servants. Even then,

civil service counsel will, doubtless, weigh heavily in their

63



deliberations. More immediate and pressing issues must of necessity
be taken at the Permanent Secretaries” level. Among the most
important civil services policy makers are the Permanent Secretary in
the President"s office, at the Treasury, Planning and the key
operating ministries such as Agriculture, Commerce and Industry.’®
If policy making is to be effective in Kenya, it will have to enlist
the co-operation of these other ministries and especially their
permanent secretaries who are the most important framers of Economic

policy within the government.

Strong central planning has characterised Kenya®"s governmental process
in the post-independence period. It is a fact that there has been a
history of close control by the central government in every sphere of
trade union activity. This tradition of control 1is rooted in the
colonial experience when attempts were made to manage the development
of trade unionism from becoming instruments for anti-colonial
politics.”7 After independence, the government continued this basic
policy and has been especially concerned with securing ”~he support of
Unions and their leaders while preventing them from engaging in
economically disruptive strike action. If anything, it now seems that

Unions are more firmly controlled by the government than they ever

¢'are.

P>®tral government®"s relationship with several public or semi-public
ncies clearly reveals the presence and weight of its power. Vith
* to 1its relations with rural self-help groups, government

cistrators have attempted to co-opt the activities of such groups



and channel their energies into efforts which serve the government®s
development plans. In some cases, local self-help organisations have
reversed the process by co-opting field representatives of technical
ministries and have thereby been able to take initiative in rural

public-policy making.

Efforts to co-opt the Church within the mainstream of central
decision-making have failed. As a result, the Church has remained one
single group seen as influencing the course of government action. In
the recent past, it has been vocal and very critical of some
government measures. For example, the Church opposed vehemently the
mqueing system" before it became the official procedure for nominating
candidates for parliamentary and other elections. The Church in Kenya
has also vraised issue with the government on such matters as
Africanisation of the Economy, the perceived inequality and wide gap
between rich and poor and land ownership. It has justified its
concern with these issues because of 1its belief on a wholistic
approach to the issues that affect the person. It has jfcfherefore felt
obliged to respond to anything that has implications that might make a
person®"s life less full. Sometimes back in 1967 for example, the
lational Council of Churches of Kenya (1ccK)y, the umbrella
organisation for protestant churches published the book, Who controls
Ihduato_ in Kenya? This was because of its concern about the economic
life of country and more so the question of how Kenyan Africans
8 OJId participate in industrial development and especially Commerce,

~burch felt that it was Kenyans who should be running their own

ffairs because Industry or Commerce are so central to the economy.
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The book was the subject of much criticism from the government and
this led to its ban in 1975. It remains in the list of prohibited

publications.

Politicans have often been critical of this role of the Church. They
feel that clerics should concentrate on spreading the gospel and
mleave politics to politicians*. This has often led to war of words
between the two groups though the clerics have often always enjoyed

the immunity of the pulpit from where they issue statements

castigating politicans and criticising government policy. The Church
sees itself as having a social responsibility. It feels as one cleric
put it,

concerned about racial prejudice and

consequent injustice; the necessity for justice to

be done to all the people all the time. Before

independence the Church was concerned about

political life of Africans and colonialism about

inequality, corruption and greed. 161
One of the reasons for the Church taking an action interest in
political affairs in the country is probably its organisation. The
protestant churches, for instance, are organised under the ICCK which
has a membership of 35, with each member church having 10,000 full
communicants. This makes ICCK the biggest council of churches in
Africa in terms of membership and operations. It is said to be the
second largest in the world, second to the "Mational Council of

Churches of Christ of the U.S.A. 13 The Church in Kenya therefore

reaains a thorn-in the flesh of central government and politicians.
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In the discharge of their functions, civil servants constantly

disagree with politicians. They claim superiority and mastery of
statecraft. However, to the politicians, civil servants were not in
the vanguard of the Mationalist struggle for Independence. They

consider them to be a group of pampered intellectuals® who" have never
really appreciated the sufferings of the masses. The Qivil servants
are still seen as possessing the colonial hangover attitude of mind
and patterns of behaviour similar to those of the departing colonial

state.

Much of the post-independence politics in Kenya has centered on the
issue of bureaucratic influences on policy making.20 This 1is true
of other developing countries where the bureaucracy enjoys a high
degree of institutional autonomy and has come to dominate policy-
making than any other group, as Fred Riggs confirmed:

a phenomenon of utmost significance in

transitional Societies 1is the Jlack of balance

between political policy-making institutions and

bureaucratic policy implementation institutions.

The relative weakness of political function/tends

to be appointed in considerable measure by

bureaucrats. Intra-bureaucratic struggles become

a primary form of politics.21
Civil servants have latent interests in common with other groups in
society and they seek to promote them. Kenya has retained the well
est°blished central administration of the colonial period. The
colonial administration was equipped with a jtowerful bureaucratic
aPparatus and mechanisms of government which enabled it to subordinate

k® so-calie<i native social classes. It is this state apparatus which

Ve been termed "over-developed'”, that the post-colonial Kenya state



retained. Over the \years, administration has overshadowed
politics, with the situation being compounded by the absence of a
strong ruling party. It is only recently that there have been
attempts to revitalise the party. Attempts have been Bade also to
argue for the reduction of the powers of central government. Thls"was
Mnifested 1in the Hajimbo constitution.23 However, given the
instability of the political alliances Tformed immediately before
independence, the first KAFfU government was unwilling to adhere to the
principle of the constitution. Instead it tried to establish a strong
centre through the 1964 republican constitution which 1is still in

operation.

The Hdegwa commission of 1971 recommended that civil servants be
allowed to engage in business along with their public duties, provided
that these interests are publicly declared. Wn As a result of this
policy, many senior civil servants gradually became more interested in
their own business than in the public offices they held. This has

continued until today. ,Y

One problem that Kenya faces today in its attempt to build a nation is
that of relating the administrative and authoritative structures of
government to political forces within it. There seems to be an
imbalance between recognised administrative tradition and a still
Inchoate political process. Power and authority are centred in the
«ala of administrative officialdom. These administrative structures

eiablig”g”™ during the colonial period when governments were expected

W e

rather than to respond to political forces have not been



effectively transformed into agents of popular representative

politics.

The decline of the ruling party KASU during the seventies and early
eighties was evidence of the decline of political representation which
was replaced by the autonomy and vitality of administration. This
weakening of the party has been said to have been an ominous
development in third world states.” After independence, most
African countries seemed headed towards multi-party system. However,
within a short time, we find party politics dying while administrative
powers are used to suppress some parties. An example is the
harassment of Kenya Peoples Union by the the Kenya African Democratic
Union (KADU). More recently, there have been efforts to strengthen

KAIU instead of ruling directly through the administrative organs of

government.

2.3 LEGISEAHME- AND EXECUT VE—ROLIC Y MAK I-N@
J

Kenya"s constitution recognises the supremacy of parliament which is
regarded as one of the pillars of its democratic system. This gives
the impression, though spmetimes largely false, that the masses have a
significant role to play in the government by voting every five years
for a candidate of their choice.2e,k*J Parliament 1is a body of

rsons assembled for discussion and it 1is these that act as a

chanism for 1linking the central agencies of the state to the

Illation it purports to rule. Without well developed linkages -
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defined as valued and stable networks for communications and the
exchange of resources between government and society,2&< * public
policy cannot be formulated to respond to the needs of the population,
lor can the population be expected to comply with such policies as the
state seeks to carry "out if 1its members do not understand the
rationale behind these policies and the benefits they might bring.
Since legislators are representatives of local communities, they are
expected by the people they represent to be agents of the periphery to

the centre.27

Legislators have the potential for playing a unique role in the
government process because they are frequently the only actors in a
position to create and maintain linkages from the periphery to the
centre. While legislators may never be an important factor in the
actual making of public policy in Kenya, they, however, influence the
process by which the state allocates its resources. They have the
opportunity to affect the pattern of allocating resources across
society at the local level. //
4
The Kenya parliament has served as an institution in which popular
demands are articulated and wants made known and a forum for the
discussion of opinions on public affairs. It has acted as the
aechanism for watching and controlling the operation of government.
has therefore approximated the well known role of supervising and

inquiring into the performance and behaviour of government.261
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Most generally, targets for interest groups would include the
legislative level. Interest groups are most conspicuous in their
activities in support of or opposition to legislative proposals. They
are therefore expected to be most active in the legislative context.
However, interest group activity in Kenya has been focused on the
Executive level. Rarely do we get interest groups like the Chamber
seeking to influence individual legislators so that they can defend

them in the house.

Interest groups in Kenya therefore seem to know the reality of the
legislature. They know that what legislators do is basically enact
laws. They seem to know that a legislative act is simply a framework
indicating legislative intent which is left to the executive to
implement or enforce. The latter therefore becomes the most important
place for any lobbying activity. This is why we find most proposals
or memoranda by the Chamber are directed to the executive branch of
government rather than to the legislative branch. In modern Polical
systems, it should be noted, however, that the volume, bf Ilegislation
has increased relative to the number of days that legislatures are in
session. Consequently, legislatures have delegated considerable
authority to administrators to make rules and regulations which have
the force of law. Interest groups are aware of this and will

Fherefore inevitably focus their activities at this level.

Interest groups also know that agencies are headed by human beings.

They “~now that high Ilevel administrative posts are Tfilled through

PPointments and not through election as legislators. Organised
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groups know that it 1is individuals who are going to head these
agencies that will influence the direction of a particular agencies”
implementation and enforcement of a particular law which is enacted by
the legislature. They are therefore extremely interested in
individuals who are proposed for appointment to head certain agencies
or departments. Industrialists, for example, must have been
overwhelmed by the appointment of Mr. Silas Ita to head the
Investment Promotion Centre. Nr. Ita was, until his appointment, the

chief executive of KAN, the industrialists®™ lobby group.

Vhat we Tfind in Kenya, just like in other developing countries, is
that because of the heavy concentration of power in the executive arm
of the government, the lobbying that takes place is directed to
bureaucrats rather than towards legislators as is most often the case

in the western developed countries.

The decline of the legislature and the ascendency and glorificaion of
the executive powers has been quite a notable phenomenon”~!n the Kenyan
case. After independence, Kenya modelled her government on the
Vestminister style. But soon after, it changed the pattern and
assumed Presidential characteristics. The relationship between the
ieglslature and the executive was not one where the latter derived his
legitimacy from the former, nor one in which he was constitutionally
~Parate from the former. It was rather a relationship in which the
eRislature in reality derived its legitimacy from the President. The

ency became the primary source of legitimacy for the proposed

***cal policies and social values.as>
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The executive had its powers further entrenched following the first

amendment to the constitution in early 1964, providing for
republicanism. More importantly, the executive powers lost their
diffusion and became concentrated around the Presidency. The

President became the head of state, head of government®™ and commander-

in-chief of the armed forces.30 Presently, the President occupies a
very central place in politics. He plays a dominant role in the
political system. He personifies government in the eyes of the masses

and is the ultimate aggregator of interests and wielder of the power
concentrated in and around his office by his control over the legal

and political structures.

With regard to executive-legislative relations, the powers and
functions of the legislature have been assumed by the executive.
Since the President of the ruling party is also the head of government
and head of state, there can be no serious debate in parliament aimed
at criticising or opposing government action and policies. Parliament
has thus been rendered incapable of curbing any arbitrary use of
government power. The situation is that parliament cannot afford to

lose the confidence of the president.

It can be argued that the executive actually "makes®™ the laws with the
legislature only performing the role of a legitimizer of government-
vitiated legislation. The executive is the rea"l power holder. This
fclnd of structure protects the legislative process from effective
Merest group penetration. This, together with a notable

revitalization of the wnol ithic party and -concentration of
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legislative power 1in the cabinet, makes the impact of any single

interest group quite minimal.

The Kenya government has therefore been characterised by concentration
of power in the Presidency. Just like in 1964 when President Jienyatta
assumed the dual roles of head of state and head of govenment,
President Moi has continued the practice. The President also
appoints the Vice-President and ministers and may remove them from
office at will. According to the constitution, the function of the
cabinet 1iIs to "aid and advise" the President,31 but there 1is no
provision compelling the President to accept its advice. In practice,
he has been free to accept or reject his Ministers®™ advice. Therefore
the Presidency more than the President must be viewed as the basis for

the centralization of executive power in Kenya.32

The dramatic shift of power to the Presidency has been of considerable
importance and can be seen as part of the creation of a tutelary
democratic state, a description used by certain scholars, 33 but
which can describe the Kenyan framework. The creation of a unicameral
legislative structure is a corollary of the centralizing trend of
authority. Other factors which bear on the development of the
legislative process include the ineffectiveness of specific organised
Pecial interest groups. The co-optation of the trade union movement,
-ommercial and professional elite bodies is a feature of the Kenyan
government process. Interest groups, one can say, have been

integrated to support the smooth functioning of government.



The shift of power froa the legislature to the executive has been a
gradual but steady process at least in the formal legal sense. The
actual power to make laws and control government may never have moved
from the executive hands as the country progressed from colonial to
independent- status.The power vested in the parliament at
independence regardless of comparative strength with that of the
executive has diminished in real terms in relation to that of the
executive. The move to a de 1lure single party system, and
theelialnation of formal opposition is an additional indication of the
ascendency of executive powers. The government has been able to shape
the development of political activity in its own pattern. In place of
militancy, the government has moulded a sensible and stable system

from the local level to the centre.

Vhat is the implication for interest groups of this trend? Interest
groups® role has been diminished. The trade wunion movement®s
militancy has been neutralised. In a developing country without well-
endowed organizational structures and leadership cadre™y groups have
limited influence on policy making. It is true that trade unions deal
with the most existential interests of a country®s labour force. But
what we Ffind in Kenya is that since independence, the government has,
hy formal and informal means, strengthened its control over the unions

and has restricted their industrial activities, 1in particular their

r*ght to strike. -

~cording to BoDdi-Ogolla, one of the most prominent features of the

elopment of industrial relations in Kenya has been the concerted
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efforts made by the state, both colonial and post colonial, to control
and regulate union power.3& Trade unions initially existed as
illegal organisations. When legal recognition was eventually
conferred by the colonial state in 1937, it was accompanied with
control. The® “paramount consideration was to mould the emergent
organisations into respectable economic bodies into instruments of
political agitation whose activities would compromise the stability
and prosperity of the colonial economy and policy. This policy of
control and regulation has been re-emphasized by the post-colonial
state but for different considerations. It has been pointed out that
control measures are imperative to safeguard the public interest. 3e
It was felt that a developing country cannot afford the uncertainties
and upheavals in unregulated union power. It was also feared that
unregulated union power had the danger of promoting the sectional

interests of their members who are an already priviledged class.

2.4 ROLE OF THE STATE IN THE POLICY-MAKING PROCESS

< *
One of the fundamental issues to look at in analysing the decision-
aaking process iIn Kenya 1is the nature and role of the state,
specially in the post-independence period. Just like other African
states the Kenyan state was subjected to colonialism. The colonial

~rience brought about political and administrative structures taken

UP by the post-colonial state.
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As Alavi notes,

.... the post-colonial state inherits an over-

developed administration and political structures

through which the operations of the indigenous

social classes are regulated and controlled.37
The state was also able to directly appropriate a very large part of
the economic surplus and deploy it 1in bureaucratically-directed
economic development. This means that it was bureaucrats who had the
upper hand in the management of the economy. They dominated every
aspect of policy making for a long time. Colin Leys in reaction to
Alavils view holds that everywhere, the expansion of the state has
been dramatic. This, according to him, 1is not proof that the state is
over-developed. He says that the states of ex-colonies actually tend
to be small, relative to both papulation and size of the economy

compared to the states of the advanced countries. 33

Vhatever views are raised about the post-colonial state in general,
the Kenyan state can be said to have assumed an overwhelming presence
in nearly all spheres of socio-economic and political life. It is
highly centralised, overbearing and restrictive in its operations.
It seeks to concentrate in one or two institutions and to make this
available to the executive arm of the government, more specifically,
the Presidency. It is on this basis that the Kenyan state can be said

~ ve approximated the "interventionist state".33 In the economic
sphere, it has attempted to take control of substantial economic
*ctivitieSi in politics, the state has eliminated all major

°PP°sltion and allowed minimum discussion amongst citizens.



The practice of limited tolerance and unwillingness to tolereate other
people®s views even if they may be legitimate has made the work of
interest groups even harder. In its attempt to intervene in all
spheres of life, the state has come to be viewed as crucial for
individuals and groups. Because it has no clearly defined boundaries
beyond which it would be reluctant to exercise its powers and
authority, the state has become a major hurdle or obstacle for success

of any lobbying.

The Kenyan state has been described as "clientelist'”. Henry Bienen,
for example holds that politics of patron-client networks cuts across
occupational and ethnic groups.-*0 These linkages usually develop
between two unequal parties. This Inequality could be based either on

wealth or political influence.

The maintenance of the relationship depends on reciprocity. Such
mutual exchange, however, might and often does involve non-comparable
goods and services. It might involve votes or a gajiri.net post for
political support. The point is that the goods being exchanged are
not exactly comparable and maintenance of. a patron-client relationship

rests heavily on face-to-face contact between two parties.-*1

Patron-client relations have manifested themselves in the electoral
Process where votes are the only things of value which the poor
l«nts can exchange with wealthier patrons. This serves the purpose
representing Interests of peasants on the periphery of the

itical system to the centre. It happens especially in the absence
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of a clearly organised party and competitive interest groups.
Clientelist structures become the mechanism through which the
residents on the periphery get access to the centre not only for the
purpose of making demands on central government institutions but

providing support to those institutions as well.>2

As a first step in the development of the clientelist state in Kenya,
President Kenyatta stopped attempting to control the many district
electoral machines that had emerged during the late fifties and early
sixties. He also stopped going to parliament except on special
occasions such as the reading of the budget. Instead, he positioned
himself above party and parliamentary politics as "mzee", the wise
leader or patriarch. In this role, Kenyatta sought to establish what
Bienen has described as court politics.Kenyatta was acknowledged
as fTather of the nation and in control of the central government.
Elected representatives were given freedom to organize at constituency
and sometimes district levels and only pay homage to the President

mainly seeking assistance and pledging loyalty. >Y

The Kenyan state is still characterised by the clientelist ties. The
President still remains the premier patron and around him are
ministers especially those who have demonstrated an ability that they
a wide base of support and are thus capable of controlling their
resions. Those who have managed to get themselves elected unopposed
En most cases been assured of ministerial positions. Those who

Ve shown particular closeness to the President have often succeeded

Kitting themselves elected unopposed. Younger politicians, if
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elected become backbenchers. To all Intents and purposes therefore,
the Kenyan state approximates the clientelist state. It has been
established to control the political system through ethnic and

regional patrons with only the President above them all.

2.5 CONCLUSION

It is important to point out as a concluding remark that there is a
constitutional provision for activities of interest groups as they
attempt to influence government policy. The 1963 constititution
contained provisions that protected certain freedoms and rights of the
individual. It guaranteed the freedom of association, that is the
right to assemble freely and associate with other persons, and in
particular to form or belong to trade unions. This provision still
operates. But the right to organise was subject to certain
limitations made imperative by the necessity of good government, the
demands of law and order and the desire to protect p«|ftiic interest.
The state for this reason has reserved to itself legal powers not only
to interfere in the organisation of unions and other interest groups
but also to delimit the scope of the freedom to organise and define

the legitimate Jurisdiction of their roles.

~ith trade unions, the government has instituted a fromidable array of
legai restrictions and union-leadership co-optation aimed at
rving its power. State power has been used to preserve social

‘etionships and orders that guarantee easy governance. However,



since independence, one can say that Kenyans have enjoyed, largely as
a result of deliberate government and forebearance, democratic rights
and socio-economic goods to an extent that is uncommon in contemporary
Africa.
» —-

There has been clearly discernible constitutionalism despite periodic
strains of ethnic politics and violations of civil rights. But
whether there has been established in Kenya a constitutional and civil
tradition that the state would like to fall back on in times of

serious political conflicts remains an open question.

In general, the most accurate statement to summarize the nature of the
policy process in Kenya is that it involves government dominance in
policy-making. The government has been able to shape the development
of political activity in general and the policy process in particular.
This has been enhanced by a general compliance of individuals and
groups resulting in strong government organisation. The policy-
making process has not involved the reconciliation of “oup Iinterests
but has remained the preserve of a few people within central
government. There 1is a diminished role for electoral politics. The
average Kenyan, whether aware or not of issues of public policy,
cannot register his views meaningfully at the ballot box. The policy-
aaking process has thus excluded voting as a major input.

result of the policy-making structure in Kenya, interest groups

w® not been able to cast a weighted vote in the political process by

Presenting their special interests to decision makers. The basic



/

units of interest group activity exists, but the groups are too weak
or too small to make their voices heard. Apart from the nature of the
decision-making process, the weakness of such groups may be due to a
number of factors including low literacy, Ulack of ability to finance

private endeavours and to generate domestic capital, and lack of

organisation. <

Al in all, the characteristics of constitutional, legislative and
administrative structures as analysed in this chapter affect not only
the tactics of interest groups but the very goals and objectives which
they can reasonably attain. This has been done with the understanding
that the patterns of policies enforced in a political system and the
nature of the policy-making process are important determinants of the
effectiveness or non-effectiveness of interest groups. This 1is
because policy may impinge upon the effectiveness of groups by
affecting their size and the resources they command. The subsequent

chapters will attempt to analyse the activities of KS C C I.

/7/
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CHAPTER -THREE

ncci;_ QriGlis Al DREL.CAKII

Chambers of Commerce trace their history to 1599 when the term
mChamber of Commerce'" appeared for the First time in Marseilles,
France, although this was preceded by the rise of Venetian maritime
traders and the Hanseatic league.l Following the royal decrees of
1701-2, chambers came to be established throughout France. Towards

the end of the 18th century, chambers of commerce were estblished

throughout Western Europe. Their principal role was to advise the
stace on economic questions. These chambers came to assume different
structures and functions. The major difference emanated from the
different considerations in their establishment and operation. Some

were established under private law and others under public law.

In most of Europe, public law came to predominate. In this case,
chambers were viewed as public bodies regulated by law, membership
being obligatory for all enterprises. In Britain and countries
influenced by the British tradition, as well as the lordic countries,
private law came to apply. The most important factor for the
establishment of the chamber was the wish And the need of the
business community to co-operate on a regional or racial basis.
British colonies, like Kenya had their chamber of commerce structured

alon8 these lines.
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During the colonial period in Kenya, chambers of commerce promoted the
interests of the various ethnic and racial groupings and regions, some
representing the settler interests, others Indian interests and others
African interests. These operated on regional levels. Thus, there
were chambers operating in Mombasa and Sairobi which were independent
of each other and autonomous. After Independence, these various
chambers united in the new spirit of nation-bullding with President
Kenyatta in the forefront of these efforts. The general feeling was
that the activities of these chambers contradicted the new government
policy that aimed at uniting all Kenyans and building a new nation.

These efforts bore fruit in 1965 when KJCCI was founded.

The new Chamber had the objective of protecting and promoting the
interests of the business community. It sought to do this by
responding to the various government measures affecting business
interests. From outset then, the Chamber was to be viewed as a
pressure group defined as one that seeks to influence public policy in

its favour without necessarily wanting to take part 1y the governing

process.2

KICClI operated as a registered society until 1973 when it assumed a
tew status.3 At an extra-ordinary general meeting on the
26h June, 1973, members adopted the Memorandum and Articles of
Association which made KICCI a company limited by guarantee without
stare capital. It was eventually incorporated on the 7th August, 1973
ac* a letter changing the status of the Chamber as a society was sent

t the Registrar of Societies to effect the changes.A Following this



legal changes of its status and posture, all 1its branches became

autonomous and no longer required registration individually by the

Registrar of Societies. Its affairs were not to be determined by the
Registrar of Companies. The officers of the. Chamber became the
directors of the company. A management committee replaced the
executive and general purposes committee. This committee was now

composed of the officers of the Chamber, the chairmen of the standing
comoittees and three co-opted members.5 To date, the KICCI 1is bound
by the Memorandum and Articles of Association which outline its aims,

objectives and guarantees its functioning.

The Chamber considers itself an autonomous unitary and non-profit-

making organisation protecting and developing or promoting the

interests of the business community. Its overall aim is economic
development. It strives to promote the interests of its members in
Commerce, Industry, Services and Trade.l The Chamber®s members

themselves constitute the '"'Chamber of Commerce and Industry" both as a

group and through the branches that operate as its ~pfficial arms

throughout the country. The Chamber strives to encompass all sectors
of Commerce, Banking, Insurance, Transport and Services and also
enterprises of all sizes and legal formulations. It has been argued

tHat this is the only way of ensuring that it is really representative

the entire economic sector in general.

~ere have been allegations that the Chamber is ineffective because it
tte#Pts to represent diverse and often conflicting interests and that

If
concentrated on only one, it could become more effective. While
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this may be true, it must be pointed out that a Chamber must represent
the common interests of an inter-sectoral group of business. It
therefore clearly differes from professional associations each of
which may represent one sector, for example Manufacturing, Insurance,
Construction, Banking or a particular economic function for instance
Wholesalers, Shopkeepers, Retailers. A Chamber of Commerce brings
together all sectors of the economy and attempts to defend
collectively their interests. This is the only way of ensuring that a
Chamber 1is representative and this is probably the reason why at the
beginning of the 20th century the name "Chamber of Commerce'" was

widely changed to "Chamber of Commerce and Industry".7,

The Chamber pursues its aims by articulating members® problems and
seeks remedies from the government and works with groups with similar
objectives, fTor example KAM. The Chamber is also concerned about the
way government responds to economic questions. Though it 1is not a
political organisation, it admits that since economic activity 1is
often affected by political action, it considers and responds to the
effects of political action on economic activity.® This obviously
draws it into the arena of politics and finds itself in constant

interaction with politicians who act as policy shapers.

P*rt from the representational role, the Chamber also provides some
sPecialist services to assist members in the running of their many and
arled businesses and provides a two-way channel of communication
tween the business community and the wider society as a whole. It

~Sq

seeks to provide information on a wide range of business matters
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especially legislation, export trade, customs and excise, pricing,
communications, exhibitions, trade promotion, licensing and hosting

trade missions.13

Article 3 of the Memorandum of Association of the Chamber outlines its

objectives. Among these are:-
<i> to promote, co-ordinate and protect commercial and
industrial interests in Kenya in general and of members

in particular.

D) in matters affecting the interests of commerce and
industry to promote, support or oppose legislation and

bureaucratic measures.

(iin) to forster social unity within and to promote the

welfare of the commercial and industrial community.

(v) to establish, maintain, organise, aanag™. and Tfinance
trade and industrial exhibitions and displays either on
its own- or in participation with other persons or

organisations. 10

supreme authority of the Chamber is vested in the Governing
Council which 1is made up of the Management Committee Members, Tfive
“embers elected during the annnual (general meeting and two
representatives from every branch. 11 The Management Committee is
Co*prised of the Bational Chairman, the immediate past lational

Y
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Chairman, the first and second Vice-national Chairmen and the chairmen
of the various standing committees. It is responsible to the
governing council for all administrative matters related to finance
and the general day-to-day running of the chamber.12
9. —e

The Chamber functions through standing committees each of which has
specific responsibilities. Presently there are eleven committees
and three sections. The governing council is empowered to establish
any committee it considers desirable to further the work of the
Chamber . The council also under article 46 is entitled to form
sections for the benefit of any trade, industry or profession or any
other interest or group of interests on request from a representative

number of such full members of the Chamber.13

The main difference between Committees and Sections then, 1is that
while the formation of the Committees is the business of the governing

council, Sections may be formed by the council on request by a member

or groups of members who view it legitimate to 7jdo so. The
Africanisation Committee, formed soon after the Chamber started
operations, was abolished in 1974. It is not clear why, considering

that the issue of Africanisation has been top on agenda of chamber

deliberations since its inception. Probably, the non-African element

within it, especially the Asians might have lobbied for its abolition.
N.

k® rationale behind the working of the Committees is the Chamber®s

attempt to cater for the various irterests it represents. Some of

then address themselves to issues relating to specific interests, for



example Manufacturers Committee, Retailers Committee or Distributors
Committee; other committees are formed to cater for issues of
concern to the Chamber in general. Some of these issues include
legislation and local authorities, Communication, Export Promotion and
Membership. An effort 1is usually made to elect people who are
competel”™ in the field or issue with which a committee deals. The

present chamber committees and sections are briefly presented below:-

3.1 CHAMBER COMMITTEES

3.1.1 Thfl Cn— miB Cmnri tt«w»

This committee is vreponsible for all matters connected with
communications and transport iIn so far as this affects commercial
operations including freight, insurance, postal rates and railway
systems. It works closely with the traffic police who have been co-
opted into their committee. They seek to work with them in order to
ensure easy travel and streamline the whole process of transportation.
Through its deliberations and follow-up, the committee has been able
to draw the attention of the government to such 1issues as bridge
stations, container terminals, telephone and telegraph. The committee

works closely with the road safety council under the ministry of

transport and communications.
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3.1-2 The Pairs and Rxhihltinnc; CnilttM

This committee is reponsible for the planning and organisation of the
annual trade TfTair - The Bew Kenya Trade Exhibition - which 1is a
national indoor show for Kenyan manufactured goods. It is usually
sponsored by the Ministries of Commerce and Industry and organised by
the Chamber. The committee, under Mr. Timothy Ramtu, since 1975, also
assists in identifying external trade fairs in which Kenyan

manufactured goods can be displayed and in so doing help to expose

Kenyan manufacturers.

Through its functions, the Chamber is able to engage directly in trade
promotion because such Tairs assist local Tfirms to penetrate the
domestic and foreign markets. The Chamber, through this committee is
seeking a permanent venue Tfor this event instead of the present
arrangement whereby it has to hire a place in the Kenyatta

International Conference Centre every year.

3-1-3 Export Promotion Cnmrlttn

lho committee seeks to promote Kenyan goods on overseas markets. Its
activities include organising trade missions to other countries of the
**rld where demand for Kenyan goods has beeh identified. The
°**|ttee is also responsible for hosting foreign trade delegations

visit Kenya for purposes of establishing commercial links with

J~*n businessmen.
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3.1-4 Manufacturers Cnni

This committee deliberates on issues affecting this specific interest
within the Chamber. It addresses itself to problems connected with
the procurement of import and export Jlicences and regulations
concerning the establishments of new industries. It works closely
with the other committees in order to ensure that issues pertaining to

nanufacturers are deliberated on.

3.1.5 leabershfp Co- 1ttee.

It deals with all membership affairs including complaints regarding
services to members and also reviews these services, with a view to
improving them. The committee is also responsible for the recruitment
of new members and their admission into the Chamber. Apart from this,
the committee supervises other membership affairs ,“tike members
luncheons and dinners, choosing guest speakers at the functions and
ensuring that as many members as possible attend the functions. The
chairman of this committee sits on the editorial board of Chamber

Publications. Total membership of the Chamber presently stands at

7,(1X')- i
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3.1.6 Legislation and Local Authorities Cnwrittim

The committee works in close consultation with the Ministry of Local
Government and the local authorities throughout the country. The aim
is to ensure that no legislation connected with commerce is passed
into law or by-law without the parties concerned taking into
consideration the effects of such laws on businessmen and
industrialists. The committee also seeks to ensure that the local
authorities rates, fees, rates and other charges are not too high.
The committee has always found itself at loggerheads with local
authorities which have kept on increasing the rates from time to time.
The committee meets at least once every month, just like the other

committees.

3.1.7 The Economic and Development. rem ittee

This committee 1is responsible for monitoring the national budgetary
and Ffiscal proposals and considering their implications to the
business community before they become law. As a matter of policy, the
committee works in consultation with the price controller, especially
whenever there is no longer a need to maintain specific price control
°n a particular item. It also studies general government economic

Policies and ensures that these are interpreted td the members so that

they become aware of them.
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3.1-8 The Finance f>i— Ittee

The committee is responsible for all Chamber finances including the
generation of funds and control over its expenditure. It seeks to

find new income-generating projects so that the Chamber becomes self

sustaining financially. The committee convenes meetings, guides
proceedings and ensures that whatever decisions are taken, are
implemented. It ensures that proper accountability is done regarding

spending and is responsible for production of revenue, preparation and
approval of the annual budget and also auditing and approval of

accounts.

3.1.9 The .Retailers Co- ittftft

It deliberates on the specific problems which affect retail business
throughout the country. Among other things, this committee ensures
that prices of manufactured goods remain Tfair at th"\]—j/retail level
because it is the retailer who is the contact person with the consumer
°f the end product. The committee considers issues like pricing,

distribution, licensing, especially as they affect retail traders.

Ihe Wholesale and J&istributioa Cornmitled

n times are one and the same. The committee
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works closely with the Kenya National Trading Corporation (KNTC), in

ensuring smooth distribution of goods throughout the country.

3.1.11 The Educatlona and Training Cnwittsu

This committee 1is one of the newest in the Chamber. It started
functioning in November 1963 after a recommendation by the annual
general meeting. The committee is charged with the responsibility of
training branch leaders and secretarial staff and Chamber members in
general. It is supposed to look for training Tacilities for the
members both locally and overseas. The committee has sought contacts
with such public institutions as UNIDO, UNEP, VHO, UNCTAD, KIM and

KETA as well as private training institutions, based locally and

overseas.

32 CHAM
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321 Chamber Hardwarp Section

This section aims to promote the interests of those Chamber members
#o are engaged in hardware trade. It is a special section set up and
®IS regularly to deliberate on issues and especially problems

“countered in both the manufacturing and distribution of hardware
Products.
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3.2.2 Petrol Station Dealers Section

This section was established by the Chamber in late 1984. An interim
committee was elected to deal with the problems affecting the dealers
like profit margins, agreement with oil companies, labour problems and
transportation of oil. It prepares Memorandum to the government

through the Ministry of Energy.

3.2.3 Motor Spare Parts Section

This section was set up to deliberate on the Issues that are of
interest to those engaged in the business of motor spares. The
section is concerned about the general importation of motor spare
parts and it advocates for a halt to this tendency because those that
are available locally are adequate. The section was co-opted in the
Autoparts Liason Committee which covers all areas affecting motor

vehicle industry in Kenya. %

33 CHAMBER ARBITRATION TRIBUNAL AND OTHER ISSUES

arbitration tribunal of the Chamber was launched in late 1983.
he tribunal seeks to settle cases involving®™ members instead of
res°rting to the High Court. It is designed to resolve commercial and
adustrial disputes referred to it voluntarily by agreement between

W° Marties in dispute. The decisions that are taken by it are not
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binding but are just dependent on any party in dispute®s willingness
to comply. Members are under no obligation to refer cases to the

tribunal.

The deliberations of the various committees are co-ordinated and
executied by the secretariat at the Chamber headquarters in lairobi.
This is manned by professional and administrative personnel and has
responsibility for implementing the committee resolutions. The
secretariat is headed by a chief executive. Within the secretariat,
there is a research and consultancy unit headed by a technical
officer. This is of fairly recent creation and is responsible for
provision of general market research, consultancy services and pre-
feasibility studies. Research on internal and external markets are
carried out throughout the year. Reports on trade missions are given.

It also prepares papers to be sent to respective authorities.

Membership in the Chamber is unlimited and voluntary. There are two
categories of members: ordinary and honorary. Those wcj/subscribe to
the memorandum and any other persons who are admitted by the governing
council are ordinary members of the Chamber.13 Individual
parternship and bodies corporate are eligible for membership. There
are five classifications of ordinary members as sho*n below:-

D Individuals

2) Partnerships

3 Private companies with limited liability.
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iy Public companies, statutory boards and foreign
companies which have established a place of
business in Kenya.

5 Bational associations, agricultural societies and

voluntary service organisations.

An individual member or the accredited representative of a member
nominated by the governing council may be elected to honorary
membership at an annual general meeting and such honorary member shall
have rights and privileges as may be determined by the council except
that he shall not vote. Membership in the Chamber has been growing at
an average of 20% annually. For instance membership in lairobi alone
had grown from 827 in 1977 to 1769 in 1981 as shown in the following

diagram! See overleaf
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Table 3.1: Membership Growth 1n thft Chamber. 1977 61>

Source: Annual report, 1981.
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The Chamber operates a network of about 35 branches throughout the
country and organised at district level. In accordance with Chamber®s
articles of association, members of a given geographical area may with
the approval of the governing council form a branch. Branches are
placed under the umbrella of the headquarters and are designed to
further the objectives of the Chamber in their respective districts.
Only twenty five fully paid up members can constitute a branch. The
branches represent the interests of the business community in their
respective localities though they have to act through and with the
authority of the governing council.1® The latter can also dissolve a
management committee of a branch in case it feels that the branch has
violated or it has failed to provide information in any matter to the
satisfaction of the governing council. In case such a thing happens
the governing council assumes full vresponsibility in managing the
affairs of the branch. The articles of association even empower the
governing council to dissolve a branch at 1its own discretion.17
Branches are also supposed to provide monthly returns which is the

only way of knowing what is going on among the branches.,™"

The organizational structure of the Chamber as shown in the foregoing
differs markedly from chambers elsewhere especially in the west.
~ere* an essential characteristic of a Chamber of Commerce 1is the
re?ionality of its structure. Chambers exist 1in important towns
independently and are not branches of a national body; notice for
~sple the Birmingham Chamber of Commerce, or the London Chamber of
*aerce in the O0.K. KBCCl operated like this before independence.

regional structure, it is argued, Iis necessary to guarantee and to
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stimulate direct contact between the chamber and its members. The
argument further contends that only within a well delimited area can a
Chamber develop the necessary initiatives and regional
characteristics. These characteristics can easily be overwhelmed by
other considerations in an organization —covering the entire

country.1® - Cc

3.4 CHAMBERS SOURCES OF INCOME

The primary source of income for the Chamber is membership fees and
annual subscriptions. Membership revenue is considered most important
by organisations as it can serve as an indication of the support an
organisation enjoys among its members. Even if there are
supplementary sources of income, membership fee is the single most
important source. This explains why the Chamber has endeavoured to
create confidence among its members, the business community. Fully
paid up members enjoy such services as business information, search
for markets and utilization of such facilities as the reference
library, free of charge. However, members pay for certain authorized
services including issuance of certificates of origins for exports,
management fees, sales of plagues and fee charged for seminars and
related courses. There are other activities organised by the Chamber
that help to generate supplementary income. The most well known of
these are exhibitions like the Sew Kenya Trades Exhibition which is an
®nnual event. It also gets income from branches through subscription,

rental fees and proceeds from sale of some of its publications, like
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the monthly Business Journal entitled Ufanlsi and also the business

directory. 13

The Chamber also established an investment company in 19&3 called the
Chamber Investment Company -as an additional source of its income.
Below is a financial statement showing an example of how the Chamber

derives its income.

Table 3.2. Account for the year ended 31 December. 1964 In Ashs

Income 1984 1983

Annual subscriptions 800,925 847,425
Certificates of Origin 158,016 148,049
Interest on Deposit Account 34,201 28,075
Management Fees 254,948 237,567
Branch Subscriptions 88,247 1~,0,067
Other i1ncome 29,071 255,522
Deficit on Rental 94,337 54,245
lew Kenya Trades Exhibition 203,584 138,939
Business Journal 135.879 -

1.610.512 - 1.711.399

Source: Annual Report, 1984.
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4s car be seen from this table, membership subscription constitutes
the largest single source of revenue and it is illustrative of the
argument that for organisations Jlike the Chamber, supplementary
sources of income should not be excesive compared with membership fee.

It looks- like double payment since individual members from such

branches have to pay membership fees.

The memorandum and articles of association provide for an annual
general meeting to convene not later than 30th April. Members are
supposed to be informed of this well in advance.20 Since its
inception, the Chamber has been operating within the provisions of
this. Its annual meetings were consistent until 1985-1986 and 1988
when the meetings failed to take place. Prior to 1985,
Mr. Francis Macharia the Chamber®s national chairman since 1975 had no
problem being re-elected. Only once in 1980 did he face token
opposition from Mr. Elijah Enane, whom he defeated easily. In 1985,
Mr. Macharia gota rude shock when Mr. licholas Gor, a former MP and
chairman of the Export Promotion Committee decided toy”~un Tfor the
post. When the annual general meeting was called for 16th April,
*r* Gor came fully assured for the battle but within a short time, the
aeeting assumed the tensions and confusion that is characteristic of
rade union elections. There were accusations and counter-accusations
0 ~regularities and sabotage which forced the governing council to
eonvene an impromptu meeting which postponed the elections, amidst
retests from Mr. Gor and his supporters. Mr . Macharia*s group
*eged that non-members had been brought with the intention of voting

K *av°ur cf Mr. Gor. The meeting was never held thereafter and the
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Chamber was plunged into a spate of unprecedented squabbles which
involved even court wrangles. These issues are dealt with in detail
in the next chapter which analyses the chamber®s representational role

and the factors affecting this.

As already indicated, Chambers of Commerce attempt to bring together
all sectors of the economy and seek to represent them. They therefore
champion the interests of the national economy in general. However,
some organisations seek to protect and promote the interests of one
sector, an example is KAX. This is the representative organisation of
industrialists. It seeks to promote industrialization by encouraging
investment amongst 1its members and advising the government on the
needs of industry. KAX was originally called the Association for the
IFL;romotion of the Indus.tries in East Africa. This was formed during

the war time (1945-46) to promote the welfare of industrialists and

represent the interests of the colonial government.

Its name was changed to Association of East African Industries
VA.E.A.1) in 1964 but remained the representative organisation for
industrialists in Kenya. The name was further changed to what it is
presently: the Kenya Association of Xanufacturers in 1970. The
changes reflected the changing roles and coverage of this
Organisation. The original organisation catered for members in East
n Central Africa. As the East African countries gained self rule
s *rting the sixties, there was felt a need to re-orient the
~ vities of the organisation to their own specific economic set-ups.

lil is .
purely a Kenyan undertaking and has the main objective of

109



promoting the interests of those engaged in manufacturing. It seeks
to promote economic activities with an overall aim of economic
development. KAX aims to do this by encouraging investors to invest
in Kenya, initiating discussion among members on matters related to
industry. It also strives to maintain, with the help of government,
attractive investment conditions in the country for both existing and

potential investment.

Over the years, KAX"s activities have grown in scope and dimension.
It has become a national body with membership of approximately 700
drawn from small industrial concerns, medium size industries and large
scale industries. Xembership growth has been remarkable. In 1971,
soon after 1is incorporation, KAX"s membership was 171. The industries
represented in KAX are of a mixed range and are both of foreign and
local origin. There are wholly foreign owned ones operating in Kenya
and purely local ones. KAX strives to encourage 1its members and
potential members to go into industrial activity giving free advice on
industrial policy. Anybody who 1is engaged in any formj~jf industrial

activities qualifies for membership.

According to the chief executive, KAX was created as a forum through
which members are able to share experiences and educate one onother.
*AX seeks to advise government on the needs of industry and how
Industrialization can be promoted.2” It does this through memoranda,
Proposals and recommendations presented to the government for
c°nsideration from time to time. Before the annual budget for

<Sample, KAX presents a detailed paper containing the views of
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industrialists which the Minister for Finance should look at with a
view to incorporating them in his budget proposals.23 There are

also personal contacts with officials in the government.

In this way, KAM has worked to ensure a permanent framework for
dialogue at all levels of government. The government seems to be
aware of the vital role KAM can play in the economy. This is why it
usually seeks KAM®s views before any major economic policy enactment.
KAM has created a level of confidence with the government. The
government has come to recognise that what KAM stands for is credible
and its approach to issues is both professional and open. This is
confirmed by the fact that various government officials are invited to

speak in KAM"S meetings, ranging from executive board meetings to the

annual general meetings. 2=

KAM"s role can be seen as intermediary between the government and the
private sector. It carries out continuous communication with
government and industry on the improvement of the investment climate
as well as advising the government on the establishment and support of
industries. It submits its views and suggestions for inclusion in the
development plans. Through careful analysis of investment conditions
in the country, it seeks to advise its members appropiately. All this
is In recognition of the importance of the growth of manufacturing
indusry in Kenya as a source of increased employment opportunities,

its representation of the interests of the private sector, KAM

rks in close co-operation with the Chamber.



The Chamber and KAX have certain degrees of overlapping membership.
Manufacturers, who form KAX’s membership are also an important
category of Chamber members. KAX signed up affiliate membership in
the Chamber in 1967. KAX®"s members are considered very important by
the Chamber to the extent that in case of withdrawal; -it"may find it
very difficult to continue operations. It will be adversely affected
especially with regard to subscriptions. KAX supports the Chamber
because of its belief that the Chamber 1is a useful organisation
especially for upcoming businessmen in terms of giving them advice and
service. It is also useful for the economy and the country®s growth
in general .215 KAX also gets represented in the economic and
development committees. At the moment, it 1is represented 1in the
economic and development committee, the manufacturers committee, the
export promotion committee and the legislation and local authorities
coamitee. It plays an active role in the affairs of the committees in
order to enhance the objectives of the Chamber. KAX also subsidises

the expenses of hosting trade fairs, more so the New Kenya Trades

Exhibition. /y
KAX, however, 1is not satisfied with the way the Chamber 1is run. It
believes that the organisation is not professionally run. There is

lack of seriousness and proper organisation which hampers its
effectivenes. In addition, there are certain contradictions iIn the
-baaber®s representational role. It is not opposed to the importation

manufactured goods. This is a tendency that hurts local
nufacturers whom it also represents. In fact the Chamber fully

uPported the recent government legislation which, among other things,
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requires that manufacturers do not engage in the distribution of the

the goods they manufacture.

The manufacturing sector within the Chamber was not happy with this.
KAX"s view was different oh"this legislation, especially on the
section on distribution. KAX®"s view is" that manufacturers have a
right to take part in the distribution of their goods and pointed out
this to the government. It urged thegovernment not to put into
operation the law until it had adequately studied it. But the

provision became effective on the 1st February, 1989.

An issue that KAX and the Chamber agreed in principle was the recent
controversy on Scrap Metal industry which raged on for most of 1989.
The Chamber andKAX have opposed the exportation of scrap metal
countrary to thewish of the Kenya Ironand Scrap Xetal Association,
an organisation that 1is spearheading the exportation. The metal
dealers argue that the country has more metal than it requires and
therefore needs to export some. The Chamber has dismissed this
argument as baseless and instead said that the country has kept on
importing raw metal because it requires more than available locally.
During the 1986/87 financial year, the country exported 4.07 million
kilograms of scrap metal valued at Ksh. 56.5 million but in the same
yeftr, imported 2.51 million kilograms worth of virgin metal valued at

16.2 million. This 1is why the Chambef 1is opposed to the

exPorts:
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we at the Chamber are opposed to the export

of scrap metal and support the government and KAM

that no licence should be issued for the export of

metal out this country now and in future.
Further, KAX and the Chamber argue that the Jua Kali sector uses a lot
of scrap metal for a variety of items for the country®s use.
Exporting the material therefore would be risking this booming sector
of the economy. It would also be tantamount to killing the informal
sector that neither has the capacity to import virgin metal nor has
the access to the import licences and other documents. There is also a
feeling that scrap metal should be turned into products through
recycling. Probably the most important arguement is that the price of
the exported scrap metal is determined abroad where the exporters have
no say. There is the danger of unscrupulous exporters fleecing the
country of 1its foreign exchange through under-invoicing by claiming
export compensation as well. In addition, there is the danger of the
traders stealing vehicles, dismantling them and then exporting the
pieces abroad where they are likely to be re-assembled and resold to

the country at higher prices.”~0

3
On Wednesday 12th July 1989, at the height of the scrap metal
controversy, the dealers threatened to sue the chairman of the Chamber
*or calling for a total ban on the export of scrap metal. They called
kfs utterances unfortunate. Mr. Macharia reacted to this threat by
challenging the dealers to go ahead and sue him.. He took opportunity
0 Point out that the dealers were being misused by some elements

°Pposed to the Chamber. " The controversy remains unresolved.
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KAM has been able to maintain a cordial working relationship with the
government. Constant high level consultations confirm this view. In
their annual meetings, they are usually addressed by the Ministers in
charge of Finance, Commerce, Industry or Economic Planning or any
other high ranking government official. In their annual general
meeting on 30/4/82, for example KAM was addressed by the Minister for
Industry who said:

-- --  KAM 1is an important organisation in terms of
translating government policy on industrialisation

into practical realities. Your association is
also a channel of communication between the
manufacturing sector and the govenment. For this

to be effective there must be healthy and

strengthened dialogue between yourselves and those

relevant institutions of government with which

your association has to conduct business.30
In the executive board meeting held on the 14th July, 1989, KAM hosted
the Vice President and Minister for Finance. In his address the Vice
President underscored the importance of the private sector in
developing Kenya®"s economy. He observed that the manufacturing sector
accounts for 11% of GDP engaging 70% of people in fora™l employment.

"/

He therefore asked the sector, through KAM, to be restructured in
order to paly a more decisive role in the development process.
Professor Saitoti urged KAM to work closely with the government,

reiterating that his Ministry was open to ideas from members of KAM

and promised to deal with problems of manufacturing without delay.
The presence of the Vice President in this meeting goes along way in
showing how KAM 1is able to present its views. The interactions are

close and constantly take place at various levels.
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KAM also works with groups other than the Chamber in Tfostering
economic development. Mention must be made of groups like the Kenya
Consumers Organisaion (K.C.0), the National Farmers Union. It also
conducts Joint research with institutions like the Kenya Industrial
Training, Kenya lational Academy of Sciences and African Centre for

Technology Studies (ACTS).

3.5 DEVELOPMENT AND ROLE OF INTERESTS OUTSIDE
BUSINESS: K.N.F.U.

Besides the Chamber and KAH which represent commercial and industrial
interests, there are other interest groups whose development, mode of
articulation and communication is similar to the above. Farmers, for
example, have a specific interest which they seek to promote and

defend. They are vrepresented by the K.B.F.U., which was formed

specially to present farmers problems to the government.

With regard to its structure, the Union®"s highest executive authority
is the National Executive Committee which meets at least four times in
a year to deliberate on issues ranging from the problems of farmers to
the administrative matters of the union. There 1is a chairman®s
committee which meets prior to the meeting of the National Executive
Meeting, The committee advises the chairman on important issues that
should be forwarded to the National Executive. There are then
standing committees which are specialised 1in certain aspects of
farming for example crops, livestock, land-use, Tfarm machinery and

lafrastructures.
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These committees meet to discuss in detail the problems that fall into
their respective areas of responsibility. The annual delegates
conference 1is the supreme law-making authority of the union and it
neets once every year to approve and adopt the report of the executive
committee and issues of the immediate past conference. The conference
debates on motions that are tabled by Area branches and forwards its
views to the government which 1is wusually represented in this
conference by either the Ministers for agriculture and Livestock

Development or their representatives.

351 UTQ"s Acllyillea

The issues that KIFU has addressed itself to in the past few years
include: AFC loans, late payment for farmers, deliveries, livestock
diseases, improvement of rural access roads, animal feeds, wildlife
compensation and stock theft -cases. For instance, during its 4lst
annual delegates conference held on the 31st March, *."1989 at the
K. 1.C.C., the farmers expressed an appreciation on the positive action
taken by the government the previous year 1968 in writing off AFC bad
Debts. This followed numerous representations by the Union. The
government responded by writing off bad debts in seven categories
naaeiy: the 1984 Seasonal crops loans which failed due to drought,
Guaranteed minimum returns (GMR) claims authorised by the Central
~Sricultural Boards, GMR outstanding balances, bad debts on wildlife

claims approved but not paid since 1980, bad debts involving
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old pineapple scheme given to farmers in Thika between 1967 and 1970,

Group farm rehabilitation loans and the seasonal credit scheme.31

On payments to farmers, the 1989 conference expressed concern about
the late payments by many organised®™ -marketing channels on such

farmer"s produce as cotton, coffee, sugar cane and milk.

The farmers called upon the government to ask all organised marketing
bodies to pay for farm produce on time. They also asked the
government to introduce severe penalties against offending
}nstitutions and intervene promptly to streamline organisations which

do not improve and act to ensure that no excessive double interest

charges accrue against loanees affected by such delays. 32

The question of producer prices has featured prominently amongst
farmers problems raised year after year. In 1987, for example, the
union prepared a comprehensive proposal on producer prices and
forwarded it to the Ministries of Agriculture afthd Livestock
Development to consider during the annual price review for the year
1987/88. The recommendations were based on farm level cost increases

which the union calculated to have increased over the previous year as

follows:-
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Table 3.3 (@ Cost Increases of Cn— nriities

Fertilizers 30% Animal feeds 4%
Herbicides 17% Feed additions 13%
Insecticides 2% Farm machinery 16%
Fungicides 2% Farm implements 5%
Acaracides 23%

A detailed calculation was made for the major enterprises to establish
a Fir* base-line for the cost indices. 33 Unfortunately, no producer
prices for the period were announced by the end of the vyear. They
were only announced in 1986 at the end of the season. Due to repeated
appeals for relew of producer prices, OFU has forced the government

to respond by raising prices as follows between 1987 and 1989:

Table 3.3 (b) Price Variations rf r,n- ndltles

Kshs. 1987 Kshs 1988
Maize 188 201
Vheat 286 306
Cotton 5 6
Sugar Cane 1 tonne 341 368

Source: Annual Report, 1988.
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On livestock diseases control, the union has always asked for
efficiency on the part of the department of livestock services. There
lacks adequate drugs, acaracides and vaccines to promote effective
campaigns against dangerous and even notifiable livestock diseases
-such as foot and mouth and tick-born diseases. During their
conference in 1989, the Farmers called upon the government to
strengthen disease control activities and ensure that essential drugs
are available at all times and that staff are sufficiently mobile
throughout the year. They also asked the government to control the
cost of animal drugs which according to them is currently high for
many Tfarmers to afford and also act to eradicate tse tse flies from

the lake region and elsewhere where they are found.

Another 1issue that KSFU has been concerned with is the wildlife
compensation scheme. It has usually made a determined effort to
ensure that the government pays all the outstanding compensation
claims arising from destruction of crops by wild animals. Though the
government has often compensated, it has of Ilate give™r priority to
compensating human losses. Also the farmers argue that the valuation
®ade Tfor compensation has often been understated and outdated.®"’
During their 1989 annual conference, the farmers

reiterated that Tfull compensation for wildlife damage for
farm life should be given as stated in the wildlife

“Ffcnagement Act.*

Act provides for compensation in case of damage.
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They expressed displeasure at the continued failure of the Ministry of
Tourism and Wildlife to pay all approved claims. The farmers argued
that the total amount of claims is very small compared to the
tremendous revenue that the farmers generate iIn support of the
economy. They therefore urged the government to vote without delay,
funds to pay all outstanding claims and announce a policy of cropping
with priority given to plains game whose numbers are in excess of what
farms can hold without interfering with their efficient management.
They also urged the government to reduce the conflict between farmers

and wildlife by moving wildlife away from the farms to national parks.

With regard to infrastructural issues, KMFU has been as concerned
about their provision and cost as other groups like the Chamber, KAK
and consumer organisations. For example, electricity had increased by
30 percent in early 1987 and went up by another 9 percent at the end
of the year. K5FU protested to the government, arguing that this

would hamper the rural electrification programme which was in

progress. Farmers, who form the bulk of rural population would be

affected.

The union has also continued to make representations of the need for
improvement of roads throughout the country. Branch chairmen have
often sought to Ilobby vigorously within the district development
committees for important rural access roads to be given priority from

funds. Inspite of the representations, many important access
rcads have still not been improved and this makes the movement of farm

Produce to be very difficult or even impossible. O0On telephone and
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FOtaI services, KSFU in conjunction with the Chamber and other
10terested parties have urged the government through the Kenya Posts
jnd Telecommunications, to keep up the expansion of these services and
esae’Cia"y' improve on them for the benefit of the rural areas.-7

a result of these proposals, the KP & T embarked on a major

eqansion programme of replacement of old manual systems with STD,

whicli have now penetrated the rural areas.

On the question of Taxation, the union has continued to take seriously
problems that farmers face with regard to income tax. In late 1987, a
pilot project was launched by the union to help farmers maintain farm
acoouts and assess their profits. The union was shocked to hear the
govermment imposing a new tax on farm produce in the 1989 budget
proposals. This has prompted KSFU to protest asking the government to
reconsider this decision since it is going to be very expensive for

Rraers to get profit from their farm produce considering the
incressed costs.
\Y

Hh regard to animal feeds, the farmers have always complained tnat
is is well below farmers®™ expectations especially lor poultry
ireers. They argue that this problem arises from the heavy
I _ - , -
I'Fermace on imports of proteins and minerals in the absence of
H8<luat . - - - - -
e iocal supplies. From mid 1939, the country was experiencing
*ute shortage of animal Tfeeds caused by lack of grants and the
lotted i
components. KSFU has also expressed concern at the high cost

whose retail prices have continued to rise beyond what many

Caa afford. In view of these problems, the union has asked
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11A®government to intervene in the feeds supply and guarantee that all
ds supplied to farmers are of reasonable quality. It also wurges
the government to ensure that local manufacturing and distribution
network is developed in order to satisfy national demand. Vith regad
igported components, the union has urged the government to take
utgait and decisive steps to promote local production of proteins and
iireral additives, especially by promoting production of soyabeans,
alttm, fish and bone meal .30
Te issue of stock theft has also been repeatedly coming up in
Ifarmers' meetings. The farmers have expressed concern at the
[recurrence of stock theft in certain areas of the country. Many cases
Jred been reported including from Kisumu, Trans-lzoia, Laikipia, Meru,
likuru, Bungoma and Busia districts. The farmers thus have urged the
jovernment to decentralize the anti-stock theft unit to more parts of
ire country beginning with those seriously affected by stock theft
| *ctivities. In addition, they have called upon the government to
lighten movement of stock from district to district and require' buyers
Mlivestock to have written evidence of source of such animals and

I ir destinations from both the seller and the local administration.

Usin5 on the sugar industry, the wunion has observed that there are

N
1 ajar problems within it. It points out delays to harvest out-

5 ) ;
cane for extended periods vresulting in severe economic

" 1lhi
I'_“}’a°ong the growers. The union has raised concern about the

[V*a ) ) ) o ) )
Swar industries especially Ramisi and Miwani.-*

te
government to expand existing sugar factories, set up new

It has also
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aes, rehabilitate the collapsed ones and improve their management to

jo extent that will guarantee timely harvesting of all mature cane.

3e CONCLUSION

lke foregoing chapter has - attempted to review the origins and

development of the Chamber. It has revealed that the Chamber was born

at of the merger of the former European, Indian and African Chambers

o Commerce and Industry that Kenya had inherited at indpendence in

198. The present structure of the Chamber is considered adequate in

tte realisation of its objectives”. One of its main objectives is to
arldke the gap between the business community and the government.

Chaiber members are drawn from all business sectors especially the

private sector under which the bulk of manufacturing and agriculture
hils. The private sector accounts TfTor the largest percentage of

[*ibers from transport, wholesale, distribution, service industry

Milch includes banking, insurance, export and import trade, fTnedical

Isarvicss and general consultancy. The Chamber®s standing committees

e for various interests that are represented within it.

Chamber also does consultative activities with public authorities

© 5 Jesser degree. This 1is mainly because the gpvernment is

1MUy

s,

under no obligation to consult the Chamber when formulati
Its effectiveness when making proposals therefore depends

strength of its arguments, its reputation and style of
dll*t-
0. Erom what its structure looks like, the Chamber has not



then been able to get the government respond to its demands. Xore on
this perceived ineffectiveness comes in the next chapter which

analyses the Chamber®"s representational role.
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CHAPTEHR E O UR

THE REPRESETATIYE ROLE OF THE CHAMBER

tICl seems to have given priority to the traditional
~presentational role as the business community"s forum for reviewing
roble* and making known its views on government policies. It has
jagt to do this by responding to government policy by way of
iresertation of proposals or memorandum to the relevant government
gn. Whether or not it has realized this objective can only be
Uicovered after presentation and analysis of Tfield data. The
uforaation obtained from the Ffield 1is corroborated with existing
Ierature to help assess the extent to which the chamber has been
eifcctive in representing the interests of the business community,
tlkkwill also involve testing of our hypotheses.
"Y
Z
Is fitting to point out at the outset that probably what the
pM" can claim to have achieved is the recognition Dy the
raiment of its legitimacy as the spokesman for the business
The various government ministries see it as a worthwhile
Aution representing the private sector. Consultationi.at various

*mig
to confirm this view. A past statement by the Chairman of

~*per alludes to this fact:

.- I wish to say how grateful we are to the
government as the Chamber continues to enjoy

recognition as the sole (sic) representative of
“onaerce and Industry. 1

131



CHAMBER"S REPRESENTATIVENESS

tte entire business community in Kenya can be represented by the
Chamber because the Chamber strives to group together all businesses
OF whatever category or orientation. This ranges from manufacturers,
distributors, professionals to the one-man shop. The Chamber could,
therefore, be a large organisation relying on its large membership to

Its objectives. However, it has hot been able to include all
those engaged iIn business under it Presently, it has only about

7,000 members representing about 5 percent of those eligible for

mmbership.2

It ia assumed that the total number of business licences given in the
coutry every year represents the total potential memDership. in
198, for example, 130,970 of such licences were given in the whole
cutry covering all sectors.3 There has not been a rigorous
programme or campaign aimed at educating potential members of the
ocefits to be derived by joining the Chamber. In 1978, the Chamber

given a leeway by the government to recruit members through the
~Mstrative machinery of local authorities and trade officers,

spite of this, it has not been able to enlarge its membership,

tad membership returns to the headquarters always snow reduced

Tship. Table 4.1 gives Tfigures for selected districts in 1978.
o tiai

I>m

members are determined by adding together the number of

licences issued in the selected branches.



Table 4.1 Distribution of Chamber Members

Ho. of Xembers .Ida! AQ Ol

potential members

HSH 184 2811
[ericho 45 3878
(oabasa 215 8155
IIda(‘Jrlr’T(]et 182 5124
lduru 96 4362

Source: K9CCIl, Annual Report, 1978.

lie table shows that very many eligible businessmen have not been
r*cruited. Severtheless, when compared with other organisations, some
f which like KAX have almost similar objectives, the Chamber is found
8 have the greatest number of members. KAX has about 70X1-'members

stogh it is highly organised and able to represent its members more

Actively. Therefore an organisation with a small membership but
r * organised, can get its views heard. This fact helps to
H °oe of our hypotheses which says that the greater the
| f members, the higher the degree of response. what we iina
totfect, the opposite. The Chamber is aware that there are a lot
- 15l i )
hessmen who are not members. The membership committee has
N »

triedi through recruitment campaigns to register more members

rPld
® those voluntarily quitting or those de-registered due to
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~.payment of subscriptions. For example, 1in 1976, the committee,

& with problems of membership default and non-registration,

*gg8ed In a nassive campaign and played an advisory role to
-oveming council on matters affecting recruitment of new members
(0)

tke retention of old ones. The Committee only managed to recruit

*abers.6

Keabership in lairobi has also been fluctuating over the years
presently stands at Just over 2,000. For example, between 1975

1976, membership was as follows:

Table 4.2 Membership in lairobi between 1975 and 1976
1976 1974
Private Companies 498 453
Pblic A Foreign Companies 83 79
"/
Affiliated members 25 25/
Pertnership 164 154
Individuals 25 303
Tal 7% 1014

Source: KSCCl, Annual report, 1976
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l:Efigures show that there was a decrease in the individual category

J membership. Many individual members served the Chamber with quit

#btices. This is a problem that the Chamber has been facing through

te years. Because of this, it is unable to widen its membership.

Isirobi is the headquarters of the Chamber and has always had the

pPr-e8t number of members most of whom are private companies,

fcibership rose from 1063 in 1978 to 1304 in 1979.& Nairobi area,

{ should be noted again, contributes the largest share of total

aibership subscriptions, mostly due to its size and the fact that it

lithe largest business centre. The present total membership of 2000,

iomr, Is very small compared to the number of business licences

imed in 1987 and 1988. All those who get such licences engage in

al fora of business or another and thus qualify for memoership. The

td number of potential membership is iIn excess of 20,000 as the

“allomig table shows;



Table 4.3 Latest Potential Membership In lairobi (1988)

Type of Licence

Bl B2 B3 B4 B5 B6 B7 Total
1957 2745 840 496 9765 7058 567 21471
198 2592 1236 850 7824 6386 2701 21589
Key: Bl - Wholesale
B2 - Catering
B3 - Motor Vehicle Repair
B4 - Retail Trade
BS - Miscellaneous
B6 - Manufacturers
B7 - Distributorship
T

Source: Republic of Kenya. Ministry "of

Commerce. Trade Licensing, 1987-88

Careful study of this table clearly shows that only a small fraction

orffnisations and individuals carrying out business in Nairobi are

~“red by the Chamber. The main reason seems to be its ineffective
~ltaent strategies. The lack of proper education on the benefits
~mbership in the Chamber was voiced during the survey. Ve got

***g  from 103 members in Nairobi selected from the different
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gtegories businesses. All the respondents that were interviewed

ffilled the questionnaire confirmed that the main reason for joining

tW chamber was to benefit from the services and also enjoy a forum

Jor expressing opinion and views concerning business in general. Ve

jouht to find out from them how often they consulted the Chamber in

N last two years preceding the interview. Such consultation can be

B any issue either personally or through correspondence. The

responses were as follows:

Table 4.4 nation oi i.

L |
kver Consulted 56 56
Consulted Once 8 7
Cowulted between 1 -5 times 28 26
Cosuled more than 10 times 5 4
atanare of this 4 3

n = 103

Source: Survey data.

|hotter

of involving members in the affairs or activities of the

Is through functions like monthly luncheons and dinners. Sucn
lotion* . .
are designed to enable members get together to share views
*Periences concerning business in general. Usually, guest
s
are invited to speak on any important topic that has a
Kk ~ 0 - - -
1 "tre economy in general and on business in particular. Very
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often, such Speakers are drawn from relevant government ministries
(including Ministers), departments, foreign mission offices and from

industry. Members can raise any questions and also give comments.

iaogst the members interviewed, it was found that the Chamber makes
an effort to invite them to take part in the meetings. However, it
as discovered that for one reason or another, a great number of
jesters do not attend these functions. Seventy percent of the members
interviened indicated, that they attend occasionally.»— m The reasons
jJiren for non-attendance ranged from business commitments (most
idespread) to not being enthusiastic about the whole idea of
luncheons. In the first place, the luncheons themselves are expensive
a ordinary members since they have to meet all expenses. Secondly,
te lucheons are usually held during lunch hours which, according to
re members, 1is a very inconvenient hour. Eight percent of the
<\bers interviewed expressed the feeling that the luncheons should be

away with altogether as they are both time wasting”™ and

finacially burdensome. "N
e
mwas also a feeling that for the meetings -0 be reaiiy

Bficial, there is need for attention to be focused on important
| or discussion. O fficers from such departments as customs,

| ontroller, tax and even office of the President snouid be

address the members. Such departments piay an important
0 "§e ~Nagement of the economy in general. It was also noted
1 tgra

meetings are only held In Hairobi. The members interviewed

that such Tfunctions should be extended to the branches so
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it does not appear as though members at the headquarters are

ttia? preferential treatment than those at the branches.

T8 relationship between attendance of Chamber functions like
puncheons and dinners and the commitment of a member was assessed.
103 members were interviewed on a variety of issues including
Aether they attend the functions, whether they pay annual
subscriptions and whether they approach the Chamber on their own
initiative on any lIssue. The aim was to measure the commitment of the
1sabers to the Chanter®s cause. Out of such questions, we constructed
i scale of member commitment. The members in the sample were
classified into two groups: commited and uncomalted. 53 <51 percent)
d the members fell into the commited category and the remaining 50
@ 48 percent) fell into the uncommited category. Ve then sought to
stiidy the possible explanations for member commitment. This is taken
'obe the Independent variable. Whether a member is commited or not
M depend on some other conditions - the dependent variable.
WL f
bomitaent can depend on whether a member attends Chamber functions

p we shall take this to be our dependent variable. This is shown in

P table below:
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Table 4.5 Print,Ilnngta*p be**661ll attendance nf Chamber fnngtJnn”

and Meaber Com»lt, ment

Commitment
Mn_ JCRSL
attendance
Chaaler 50 2 (50)
Functions
Yes 4 (B3)
100% 100%
n = (55) 48
Source: Survey Data
Tiks is a cross tabulation table. In cross tabulating two dichotomous
Jridbles. a table produces four cells. Each cell represents a
possible combination of Scores on the two variables. Stated in

Mother way, each cell represents a possible type of member. x
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Table 4.6

ember

Attendance of Cha«her Functions

cnirai t.apnt..

Bietta Moha—

Attends Chamber Functions

NO
NO

YES

correlated with

Whether Aember
is committed

NO

YES

NO



gcan be seen from table 4.7, the values of the dependent variable
JClrease as the values of the independent variable increase. The
tble shows there to be a positive relationship, though not a
pgj-ticularly strong one. A higher proportion of members (68 percent)
,Jp attend Chamber functions are committed to the activities of the
Charber than members who do not attend <36 percent). Ve can show the
strength and direction of the +two cross-tabulated variable of
Joamitment against attendance of Chamber Tfunctions by using the Gamma

*asure of association.® The formular is as follows:

Gamma = (AxD) - (BxC)

(AxD) t (BXxC)

U varies between -1.00 (@ perfect negative relationship; and +1.00 (a

arfect positive relationship). A gamma measure of .00 indicates lack
any relationship between the variables. In computing the gamma
7

I*asure on our table of attendance of Chamber functions and
pautment, we need to 1insert the actual numbers rather than the

r —portions as follows:

Table 4.8 Attendance nf Chamber Functions vprsns Cnmmltment.
Commitment
“efiance Ho Yes
Tu»ber
IVE s
Ho 35 15
Yes 20 33
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applying the formula for the gamma of these data:

(35 x 33 - (@5 x 20)

@35 x 33) + (15 x 20)

1155 - 300

1155 + 300

855

1455

0.58

riegarrma measure with regard to attendance of Chamber functions and

1&oitment of a member is a positive and Tairly strong relationship.

before the original hypothesis that attendance of.functions is an
ration of the commitment of a member to the cause of the Chamber

- {r ail practical purposes confirmed and therefore accepted.

Urvsy sought to investigate the extent to which KemDers of the

Vr - - - - - -
L are involved in the day-to-day running of their organisation.
Its
8 led with the realization that every registered member of an
Pits«tiQn - : i i i
is entitled to take part in the organisation®s

Vhat we found out about the Chamber is that besides the
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~Bbers not being involved much in its activities, they are themselves
9%n not anthusiastic about taking part in them. The survey
ggtablished that out of the total number of members interviewed, 68
pgj-oait hadneither served in any of the committees of the Chamber,
Bgr in the governing council. Only a small proportion, 20 percent,

at onetime or other served in the standing committees. On
tether members could be willing to serve in these committees or in
wy other Jleadership capacity, an overwhelming proportion of 70
percent expressed unwillinnessi... Again, ..they cited, the fact that they

ge too comited in their various business undertakings.

42 CHAMBER®"S ROLE ON SPECIFIC ISSUES

" Chamber®s representational role can be assessed by focusing on the
«aes which it seeks to promote or defend on behalf of members. Such
a5 include Licencing, taxation, pricing policy, import-export

and local authority rates and fees.'lf An attempt was made to

Plicit members’ opinion on the Chamber's performance with regard to

issues. The members differ with respect to tne nature oi the
BP*** they are engaged in. There are manufacturers, distributors
Professionals. Each category of membership was interviewed to get

| opinion and assess to what extent the nature of. business

ec by a member influences his opinion about the Chamber's

“rior,.no . .

n The Tfollowing table 4.9 gives the results of an
€8 of the members with regard to the Chamber®s performance on

% B**s

named:



Table 4.9 gembers assessment gf the Chamber®s performance an
the following 1ssLes;  Trade Licensing. pricing.
taxation. Interest rates, local__authority__ rates.

rani-ordered by nature of business undertaken

Isture/Category Chamber has Chamber has Chamber So
OF business done substan- done mini- done Dpinion
______ tially jaolly nothing

lanufacturers 8 D 4 2

)

Distributors 5 20 0] 5

rWassicnals 3 22 0 4

LI C-5))

n = 103

*8ble shows that an overwhelming number OF members view the
s role in represenging them as being quite minimal. A few
4cturers and distributors acknowledge the Chamber's performance
N *air. These are the ones who happen to be in contact with

nore frequently. Professionals have little interactions
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*ith "It other than registration and annual subscriptions. They are
often critical of it and this is probably why we find a great number
Of them <75 percent) viewing the Chamber®s role as being minimal. The
professionals are also represented more effectively by their relevant
professional bodies. For instance, a lawyer would ordinarily be more
active in the Law Society.’0 He 1is only represented in the Chamber
by virtue of being engaged in business, though this is not obligatory.
The issue of overlapping membership thus works to the disadvantage of
oe organisation that an individual fit,,company beioags ta...— Some
manbers of the Chamber are not aware of what it stands for and what
benefits or services they are entitled to as members. This 1is why
mwy manufacturers view the Chamber as having done nothing as

table 4.9 shows.

la the course of the data analysis, it appeared as though the
frequency of interation between a member and the Chamber was
determined by the nature of business a member engaged in. This
prompted us to determine whether this was true through using a rank
r*r statistic - the spearman rank-order statistic, symbolised as
T~e example we use compares the ranking of memoers on two
Sature of business undertaken and the frequency of
1fraction with the Chamber. Ve wanted to determine whether the
~®r is a function of the former.

i db
raining the relationship between these two rankings, we can
s« whether the kind of business a member undertakes determines

r Utl
uences the frequency with which he contacts the Chamber on any



isste either personally or through correspondence. A perfect positive
rglationship Indicates that the nature of business determines the
frequency of interation; the absence of a positive relationship
indicates that factors other than the nature of business determine the

frequency of interaction. The rankings are given in the table below:

Table 4.10 Frequency of Member—Chamber interaction

Category of Bank-ordered Rank-ordered Difference Difference
Keabership/ by superiority by Av. number squared
lature of in membership of times con-
business tacted Chamber
in 1987
1fetallers 1 0 1 1
a4/
4
polesalers 2 5 -3 9
prvtce 3 4 1 i
r 3fessional 4 0 4 16
lecturers 5 6 1 1
\ 0 = 28

147



jquick look at the rankings indicates a near perfect disagreement.
Setailers who are the more numerous in the Chamber nevertheless did
jot contact the Chamber 1in 1987. Manufacturers who are the least

juaerous were most frequent in interactions with the Chamber.

napply”S the formula we shall get a systematic comparison between
Me two ranks which visual inspection can not help wus do. Ve

therefore apply the formula:

n (n- 1)

y * CMt
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.0,4 stands for a weak negative relationship between the two rankings,
Jt means therefore that superiority in membership in the Chamber does
not necessarily mean more interaction with it. Retailers even if they
Jjre the most numerous, do not have dealings with the Chamber. On the
other hand, a minority group like manufacturers have a lot of dealings
ylth the Chamber. They may approach it in search of Certificates of
Origin for exports. Further because they may be engaged in import and
export business, they may need the assistance of the Chamber in
processing things like import licences and export compensation claims
Our hypothesis 3 as outlined on page 38 is therefore nullified since

superiority in the membership in the chamber does not lead to acre

interactions.

421 Export CnmppngHtirm

<ith the regard to specific issues, our study reveals that the members
** far from being satisfied with the Chamber®s performance. For
Wagpie on the issue of promotion of exports, the Chamber has for
P8 sought for a conducive climate to facilitate tnis. Prior to

0> it had advocated for a review and modification of the system of

tIPort compensation payments. This, it was felt would assist to some

a5, promoting Kenya®"s export trade. In 1978 this was accepted

* government and the compensation rate was placed at 20 percent.

dbaber was however surprised when the scheme was scraped during



|texpressed surprise and sought the scheme®s reinstatement. The
veranent obliged and this scheme was reinstated from late June 1962
thougk a new element was included stating that eligible exports would
aly compensated at 10 percent of value of the goods declared for
eqort. The present rate of compensation stands at 25 percent.
£Spite the efforts of the Chamber on this issue, the members
interviened expressed dissatisfaction regarding this compensation and
Jfoed the Chamber to be more active and seek a higher rate. 86
percerit of the respondents, mainly comprising manufacturers were not
satisfied with the 25 percent and suggested an increase to between 30-

5 percent. It is then, according to them, that the scheme would be

s to be a real incentive for enhancing export trade.

Ie members also frequently raised the issue of the procedure for
processing and payment of export compensation. As it stands now they
honsider it improper and inefficient. Manufacturers, especially those
5= products are for export, complained that the procedure is quite
Bsrsome. bureaucractic, and full of red tape. One manufacturer
Wicated that he had been following his claim since 196a. Considering

| there is no interest paid to cover this period the whole process

F&ESvery unproductive. Members called wupon the Chamber to put all

P* on this so as to help streamline the procedure. Asxed for
p®*><Qns lesigned to make the whole scheme mare acceptégle, ail the
=cted

aemDers demanded that competent officers be deployed at
N department. They also called tor more eificiency in dealing

¢

I® procedure.
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The members raised the Issue of there being no consistent procedure in
the processing of claims. Whille certain large firms receive their
compensation promptly upon presenting their claims, other medium and
small firms have been frustrated in attempts to receive their
claims.1-* As a result of this, business cannot risk relying on the
export compensation in their planning. The general view by
industrialists was that much more needs to be done by the Chamber, in

raising the 1issue with the government concerning the latter"s

seriousness iIn promoting export trade.

A similar study undertaken by KAM recently came out. with the same
findings. The subject of export promotion was frequently raised by
manufacturers that the study Interviewed 1™ KAM"s view 1is that the
present system involves a large amount of documentation which should
be reduced. Dealings between the various government departments and
exporters need to be further streamlined so that the exporter does not
deal with so many institutions before the compensation is effected.
Therefore KAM and the Chamber have found themselves rsuing this

issue with an aim to have the government rectify the procedure.

*2.2 lapart Licensing

Another 1issue that the study concentrated on was import licensing.
Chamber has made representations to the government on the need for
~ls matter to be taken seriously for a long tljre. For instance in

it sent several memoranda to the central bank and the Ministry
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of Finance expressing concern at the pool state of Import licensing
especially the fact that they were not being issued at all towards the
later part of that year.*'l As a result of these efforts, the
Central Bank eased restrictions particularly on raw materials and
spares and many businesses which were on the verge of collapse were
saved. However, the members seemed dissatisfied with the what the
Chamber has done as it became clear during the interviews. 76 percent
of the respondents expressed dissatisfaction with the way the licences
are processed; 22 percent were not affected by this problem while

only 3 percent of them indicated that they were satisfied with the way

import licensing is processed. Th« main complaint, was on the short

life of 90 days for the licences. %hile this period can he extended,

it requires additional time and effort on the par't of the businessmen,

which increases their operating cCcOSts. This erodes profits without

complete assurance of success in extending the life of the licence.

In addition, members strongly felt that the tiro» of processing oi an

import licence was far too long. This takes as long six months

from submission to the Ministry of Commerce to the time of approval.

By that time, price quotations from the suppliers many times would
have expired. Then the importer has to request lor new quotations and
If there are changes, the 1impart licences must be amended. These
delays, according to the members, have often resulted in the original
supplier selling his stocks to other buyers, again necessitating a
change in the original import licences. The study by KAM had also
discovered the same anomaly. The interviewees of the KAM survey said

while these experiences with processing oi licences occur for the



large as well as the smaller companies, In most cases the smaller

firms have greater problems. Certain large companies seen as
strategic to the country particularly in beverages and tobacco because
of their contribution to government revenue, get their papers

generally processed without much hassle."'

4.2.3 LQcal_AuthQrJ.ty.Jeea,. Charges and Kates

This is perhaps one area that has pre-occupied the Chamber for a long

time. It has been concerned with the ever increasing land rates, fees
and other charges imposed by local authorities. Despite such
protests, these rates have been going up. Towards the end of 1982,
local authorities throughout the country had presented their proposed

fees and charges for 1983 to the Minister for Local Government for

approval before taking effect. Without exception the proposed charges

were approved. Considering this exhorbitant, Chamber branches

throughout the country raised objections and appealed for their

review.

A strong and comprehensive memorandum was presented to the Ministry of

Local Government. When there was no response from the ministry, the

Chamber appealed directly to the President on this

issue. ' There

not any favourable response either, but it is clear that despite

ihese representations and pressures, the rates have kept an upward

trend. However, services provided by such authorities have not
ecessarily improved. In some, they have even deteriorated further.
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A strong and comprehensive memorandum was presented to the Ministry of
Local Government. When there was no response from th°® Ministry, the

Chamber appealed directly to the President on this issue. "' There

was not any favourable response either, but it 1is clear that

despite
these representations and pressures, the rates have kffpt an upward
trend. However, services provided by such authorities have not

necessarily improved. In some, they have even deteriorated further.

This 1issue of local authorities charges featured prominently in the

responses of the members as one oOfF the things that the Chamber

has
failed to defend the members effectively on. When asked to name three
problems they face in order of priority and which therefore the

Chamber should address itself to, the members cited the rates and fees
by local authorities, apart from import licensing and export
compensation which were oOF priority one and two respectively. It

became clear therefore that the rates and fees is a pertinent issue

and considered a handicap to business pursuits. In their meetings,

Chamber officials and members alike have often mentlonedr this [1Issue of
escalating rates and fees. In their monthly meeting on 29.7.1968, |lor

example, the chairman expressed the fear that the charges had becoiw?

so high that many businessmen faced collapse:

R these chargr-o have not been published 1n
the normal manner nor has time been given ior any
objections from those affected. Thesd days you

Just get a bill. Even water charges now are as
high as the price of petrol.””
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The members Interviewed also urged the Chamber to wurgently make

presentations to the government for revision of the rates. The non-

response of the government on this matter has Jolt. the Chamber

disappointed:

............. Ve are disappointed that our representations
on matters concerning with (sic) difficulties
faced by traders in, for example, import licences
but especially on local authorities rates and fees
and various other resolutions passed by our
members at our meetings and passed to the
government have not been acted upon. 1

The Chamber is not alone in voicing concern at the way local
authorities have been raising the fees and charges. KAM has also
objected to this trend. During their annual meeting on the
21st April 1989, for example, KAM members complained bitterly
regarding this issue urging the Minister for Commerce (who was

present) to stop the local authorities from exploiting manufacturers

in this way. KAM chairman Mr. Plitho Ndungl said:

............. very many of these authorities are insisting,
that manufacturers delivering or selling goods yﬁ
their areas of Jurisdiction must pay manufacturers

licence, travelling and fee and even export-import
licences.20

VIith the recently introduced service charge,* " the members ol the

Chamber interviewed wondered why the authorities have not reduced or

stopped levying the other dues. It was felt that the revenue from
o o
service charge if carefully wutilized is enough to meet, the cost of

?lving service to residents of municipal and county councils.
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In a recent Interview, the Minister lor Local Government said that the

service charge was introduced to help local authorities establish a

firm financial base. By so doing, they will be able to oiler the
required services to their residents. Since it started operating in
the early 1989, the service charge collected amounted to
Ksh. 131 million as of July 1989.-' This is only a small fraction of

what is hoped to be collected from workers, businessmen and farmers.
People earning less than Ksh. 700 per month are exempted from payment
and the maximum contribution Is Ksh. 100. 1lhe money is intended

towards capital development including such facilities as road,
sewerage, hospitals and community services. Therefore with the
regular fees, rates and other charges there is no reason why local
authorities should not be able to give better facilities and services
to their residents. As things stand now more should be expected of

these authorities with these added revenue base.®

*e2 4. Alrlcanlsation and Distribution

The issue of Africanisation has featured amongst the matters that
the Chamber pursues. The argument has been that the African

businessman needs to play a greater role in the economic activities of

his country. This question arose due to the long perceived domination

Asians in business. The Chamber had an Africanisation committee
which was abolished in 1975. Prior to this, it is clear the
8°vernment had since independence encouraged through material and
P°litical backing, the wupcoming African businessman. Ibe imn~diate
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post-lndependence economic blue print, Alllcan_socialism_ and Lts
Application__to Planning 1In Kenya, had Itself given Impetus to the
policy of Africanisation. President Kenyatta was In the fore-front
of this. During a meeting with Chamber members on the 25th July, 1975

for example, he urged the Chamber and the Minister for Commerce and

Industry to speed Uup the Africanisation exercise "so that Africans can

occupy their rightful place in the economic activities of their

country. All these efforts were designed to correct the imbalance

and ensure that Africans also actively took part in economic

activities.

The policy of Africanisation gained so much currency in the

early
1970s that any other policy that was seen as undermining
Africanisation was resisted. In 1971 for example the Hdegwa
Commission on Public Service Structure and Pemuneration, had
recommended that civil servants could engage in business. This was
perceived as a threat to the already organised business and
Africanisation policy. The Chamber voiced concern: Af

............. Ve deplore the current trend by many civil
servants to engage in business thereby wusing th»lr
positions to get business for themselves and their
relatives as a result of which the whole country
suffers. Ve urge the government to stop this
trend and take corrective action.-'-

N strong memorandum was passed on to the government but no response

heard.l
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The Ndegwa Commission recommendations are in operation today. It is
on manufacturing that the Chamber has mostly advocated for
Africanisatlon. This is the sector where Africans play a minor role

when seen against other races. The Chamber haslbrought to the notice

of the government the fact that the majority of the country's commerce

and industry 1is not undertaken by Africans and has often called wupon

the government to take steps to correct this imbalance. However, it

is on distribution that the Chamber has sought direct government

intervention to ensure that Africans are involved. It has proposed
that all locally manufactured goods be distributed by African
businessmen only. = Ibis proposal is not new. It goe lack to it
early days. During this time (1960s), there was considerable struggle
between the larger businessmen and small traders to obtain the most

significant distributorship of goods.

From the late 1960s, there had been storng pressure from the small

traders represented by the Chamber to be allowed better access to the

"spoils" of wholesale trade through the K°nyn National Iradlng

Corporation (KMC). KMC had been set up in 1966 with the intention

of taking over the import-export trade but it came to be used more as

the primary agency for the Africanisation of distribution in Kenya.

From 1969 onwards, the Chamber launched a campaign to encouiage the

I*®>»

government to impose legislation to ensure that the distribution of

®H manufactured goods went through the African citizens. lhis

brought antagonism between the Chamber and that section of the

k°Urgeaisie which had already benefited from monopoly retail
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distribution rights. These included foreign capital and a section of
the Kenya bourgeoisie who had political and economic power. Foreign
firms such as B.A.T., Cadbury Schweppes and Bata had operated sole

agency systems for the retail distribution of their goods which is

what the Chamber was against."*"

Due to the fact that some prominent Kenyan businessmen were already
distributing goods manufactured by foreign firms, the Chamber was not
able to successfully push for legislation until 19/5. Incidentally,
KAM tended to be the mouthpiece of the alliance between sections of
the Kenya bourgeoisie and foreign capital and It attempted to resist
the moves to introduce legislation on distribution. lho chairman of
KAM, who was also the chairman of E.A.lI. implied that the Chamber-s
demands on the issue of distribtion was unreasonable. In a letter to

the Minister for Commerce, KAM complained of the:

continued harassment of industrialists by
the chairman of the Chamber. lhere 1is no doubt
that the continued criticism of both forelgn.-and
local investors by Mr. Macharla <KNCCI chairman)
in his various addresses and public ennouncements

is eroding many possibilities of the manufacturing
side of the industrial economy.

The matter of compulsory distribution reached a high point in 197b and
had to be personally arbitrated by the President who in 1974 issued a
statement to the Chamber that all Tforeign firms should appoint citizen
distributors. However, this was not put into effect unM] 197b after
Pressure had been exerted by the Chamber on the Minister. An
®endment of the Trade Licensing Act was then passed to the effect

~at all goods manufactured by foreign Ffirms in Kenya should be
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distributed through KHTC-oppointed citizen agents. This move cut out

a substantial proportion of the whole trading profits to the foreign

corporations and brought a wider range of commodities under the

i
control of Africans.

However, the Chamber has not registered successes in all distributor
trade. A lot of manufacturing firms still also distribute their own
commodities. The case of cement distribution illustrates this point.
By 1974, KNTC had forced the foreign manufacturers to distribute
through agents chosen by it. Inspite of strong objections, however, a
new cement distributing company called KFNCFM was set up In 1978 under
the ownership of Bamburi and Portland Cement Companies. " Ihis
contradicted the policy of handing over the distribution of locally
manufactured goods to appointed citizen distributors, a policy which
the Chamber advocated. Subsequently, the Chamber recommended that in
order to bring fairness to the distribution oi locally manufactured
goods, the government should establish a mandatory body consisting oi
members of KNTC, KAM and the Ministry of Commerce and o$e

\/r
person. The body should then be charged with the responsibility oi

independent

appointing distributors and also advise on terms oi trade between

manufacturers and distributors. This recommendation, however, was not

taken up.

pursuit of the same issue, KAM accepts the new government policy

c°ntained in the document: Restrictive Trade Practices. Monopolies

Erlce Control .31 KAM is, however, of the view that certain of

LS

provisions need to be re-examined. On the section on
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manufacturing and distribution, for example, KAM states that though
manufacturers have no business distribting their goods, they have,
however, and interest in the distribution and promotion of their
goods. Thus the manufacturer will have reason to follow his products
all the way to the final consumer. In an annual general meeting on
Friday 21st April, 1989, KAM appealed to the government to give
manufacturers a free hand iIn selecting and appointing distributors.
The chairman Indicated that although the association supported the
government®s directive that distribution business should be left to
indigenous Kenyans, manufacturers have specific and legitimate
interests which impinge on distribution:

- we consider that once the government has

decided who should get trading Jlicences for

distribution, wholeselling or retailing, the

manufacturer should be Ileft to select from within

the ranks of those issued with licences. ~~*
In his speech at this meeting, the Minister for Commerce avoided to
respond to KAM chairman®"s views. He only expressed support for KAM"s
campaign of encouraging people to buy Kenyan manufactured goads
challenging them to launch a similar one aimed at export trade. KAM*®s
campaign entitled "Buy Kenya to keep Kenya working” 1is aimed at
discouraging people who prefer buying foreign manufactured goods to

local ones.3rt KAM®"s argument 1is that by buying foreign goods, we

*ould be exporting Jobs and therefore killing local capacity. An
almost similar campaign was undertaken by the government in 1973. It
differs, however, from the present campaign in that the present

campaign is initiated by KAM, representing the private sector.
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The Chamber and KAM seem to differ 1in their interpretation of the

Restrictive Trade Practices. Monopolies and Price Control Act. While
the Chamber fully supports the government®"s directive, KAM, as already
shown 1is opposed to this. KAM feels that manufacturers should
participate in distributing, or supervising the distribution of their
goods. The Chamber®s position is likely to disenchant the

manufacturers whom it also represents. The interviews proved this

correct. 66 percent of the manufacturers interviewed, representing 66
percent of the total number of respondents, strongly felt that the

Chamber should formulate a clear policy on distribution. They

expressed surprise and dismay that the Chamber would support the

government"s directive on distribution. The Chamber, besides

supporting the government, had even suggested that the dlstribtors

should be Africa businessmen. At the sane time, the respondents who

support this directive (distributors) indicated that the Chamber had

done nothing to ensure that the directive is complied with.

a/
Our findings on the issue of Africanisation help to corroborate the

foregoing views. On inquiring whether 1in their own opinion the

Chamber has been beneficial to the African businessman, 59 percent of

the members indicated that it has don*3 so especially by helping him
solve certain intricate business problems especially with regard to

import-export trade, investment opportunities and taxation.

*t must be pointed out that this response was given by African

members. The members called on the Chamber to Impress on the

8°vernment on the need to offer more incentives to enable them play a
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more active role 1in commerce and industry. Mon-African members,
especially Asians were non-committal on the question of
Afrlcanisation. They preferred to talk about Kenyanlsatlon. One
Asian 1iIntervewee indicated that the Chamber cannot be said to have
helped the African members more than others without appearing racist.
These members Tfelt that since the Chamber represents the business
community as a whole, it would be improper for it to spearhead the
cause of one racial group. Twenty seven percent of the members said
that the Chamber has not benefited the African businessman to an

extent where the Ilatter can equally compete with other groups in

commerce and industry.

Ve also sought to find out what the members view as the meet important

role of the Chamber. The findings were as follows:
Table 4.11 Heaters" .Perception of ..tteJRale of the Chanter:
Y %
J
(@ Promoting Trade 50 46.5
() Presenting members problems
to the government 32 31
(©) Offering Services to Members 5 48
(d Don’t Know 16 15.5

n = 103
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All these alternatives are roles supposed to be played by the Chaaber.

Our intention was to find out what members consider its most important

role. More so, we sought to understand whether the members are

conscious of its representational role. As the table shows, only 31

percent are aware of this. The majority view the Chamber®s role as

promoting trade purely. 15 percent of the members had no idea what

the Chamber stands for. Some of the members regard membership in the

Chamber as a formality - a general trend, as one member put it. This
once again brings to issue the fact that members have not been

adequately educated to know what the Chamber stands for.

4.2.5 Jad Taxation

Additional issues on which we sought members® views include interest

rates, corporate and sales tax. These issues affect business in one

way or another. With regard to interest rates especially those

charged by commercial banks and non-bank Tfinancial /fnstitutions,

members felt that the rates of 15 and 20 percent respectively is high;
they called on the Chamber to make appropriate representations aimed

°t their reduction in order to stimulate the expansion of credit.

The Chamber itself has from time to time wide such representations but

10 no avail. It has also suggested to the government that the housing

fcrtgate institutions should reduce their interest rates in order to

wire people to take advantage of mortgage loans. The

Nepers also said that both sales tax and corporate tax are too high
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in Kenya and nhuuld be reduced to enable firms to realine gw»d profit
margins. The fact that Most of the Chamber®s recommendations with
regard to these issues have not been heeded leaves alot to be desired
on the Chanber"s capability of influencing overnmnnt and the letter’s
willingness to listen to demands of such group as the Chamber. The

members concurred with this view. They felt that the Chamber should

seriously re-examine its work with a view to streamlining It and that

the government should be mure responsive to the needs of the business

community since they contribute a great deal to Tforeign exchange

acquisitions.

4.3 1IXERIAL DEAIAIIU _ iUUHLIKE  ATLL.. liihlJi _ UPLUIJOE Wl russ
CHAABEH"S RULE

The study also solicited members views on the alleged organisational

and leadership problems that inhibit the effectiveness of the Chamber.

Seventeen percent of the members indicated that the Cumber does not

operate in a vacuum and is thus not free from political interferences
in its functioning. Politicians have vested interest in the affairs
of the Chamber. Officials of the Chamber themselves have to ensure

that they cultivate a good relationship with politicians both in

government and outside to ensure their support. But an overwhelming

proportion of members (68 percent) expressed the view that the most

notable and serious problem affecting the Chamber's effectiveness is

internal rather than external.
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Internal organisational and leadership squabbles were cited by the

members. This was not a surprise, however, because recently,
especially 1985-88, the Chamber has had to contend with severe
leadership squabbles. Sometimes, this has turned violent
necessitating police action and protracted and wunprecldented legal
tussles.

The Chamber was wunable to successfully convene its annual general
meetings three times in 1985, 1986 and 1988. This contravened its own
memorandum and articles of association according to which it is

supposed to hold an annual general meeting:

............. An annual general meeting shall be held in
every year not later than the 30th day of April on
such a day and at such a place and time as the

governing council may determine. "e
A meeting was convened for 20th April 1985 but was adjourned before
business was completed. It was alleged that there were some

irregularities detected whereby non-nv'mbers wore turning up to vote.
A second meeting arranged for 29th July, 1985 was postponed by the
Minister for Commerce and Industry apparently after having sensed
trouble. A group of members who had become disillusioned by the
Incumbent leadership and also opposed to the proposed changes in the
Chamber memorandum voiced concern about the repeated postponement of
the general meeting. They petitioned the Registrar of Companies

C) to act and ensure that the Chamber followed its constitution
to the letter. In their letter, they pointed out the irregularities

8Urrounding the events of that April which concerned the convening oi
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the AGM. They supported their claims by citing the relevant articles.
In view of the irregularities which breached the memorandum, they

requested the R of C to do the following three things:

First they wanted him to direct that the AGM be held wunder the
supervision of the Registrar especially "in view of the fact that
there are no delure officials of th® Chamber". Secondly, they
demanded that wunder section 164 of the Companies Act (cap 466), the
R of C investigate the Chamber to determine the reasons behind the
apparent concealment of its true financial affairs. Lastly, they
asked the R of C to ensure that a meeting of the governing council

called for 25.5.85 be stopped pending action by the registrar as per

this request. 10

It is clear therefore that there were deep internal divisions and
differences in the Chamber. Incidentally some of the members forming
the opposition group were officials and in fact members of the
management committee and the governing council. lhey forj&d a kind of
splinter group motivated by tribal sentiments. The deep disagreements
came out clearly from a letter to the R of C written on the
21st May 1985. This letter which also dwelt on the aborted AGM read
in part:

............. a tendency has recently developed whereby
incumbent officials of some organisation (sic) who

are themselves candidates at their general
elections always pose as returning officers at the
same elections ... these officers on
realising that they face defeat call in the police

to disperse people and declare the elections
postponed not only to give them time to prepare
for the future elections, but also to continue in
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the office In the meantime .., In a

democratic country like Kenya, such Individuals
should not only be allowed to interfere with the

constitutional rights of members of the
organisations to freely and democratically elect
people of their choice. Because the recently
postponed Chamber elections caused a lot of
unnecessary inconveniences, the practice should
not be allowed to continue ... We are
therefore seeking your assistance to arrange for
officers to supervise the planned
elections ... This is to ensure that voting cards

are printed by the government printer with serial
numbers and officers of the Chamber should be
ordered to surrender the register of members

The Chamber's inability to hold its AGM raised the concern of the

government, which had been watching the activities of the

warring
factions". The Minister for Commerce attempted to Intervene by
calling the elections. The Minister's letter to the Chairman of the

Chamber stated in part:

............ you and | agree that the Chamber is a very

important organ of our Commercial and Industrial
development. It is important that elections of
office bearers be seen to have been impartially
done. Your articles require this ... I wish”~to
assist to present the image of fair and £fee
elections ... For this reason, 1 suggest that
we agree to have an impartial supervisor, a kind
of presiding officer .. Such an officer
could come from the supervisor of elections
office. ACt
The Chairman was not keen on this move. In a rejoinder to the

Minister, he argued the case for non-involvement by outsiders in the

e
Chamber affairs - referring to the suggestion by the Minister that
Chamber elections be supervised. The letter Justified the management
governing council meetings of the 11th and 12th July, 1985
espectively. According to the chairman, these meetings were
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legitimately held and had deliberated on how the AGM was to be held,

especially on the list of those who would be eligible to vote during

the elections, the chairman said:

............ The Nairobi Provicial Administration and
the Kenya Police have been requested to provide
the necessary security and in view of this, we do
not consider it necessary to request the
supervisor of elections. Ve also feel that such a
request would make members lose confidence in the
Chamber and give the impression that it 1is wunable

to conduct an AGM on its own without outside
influence.’

As indicatedearlier, a meeting scheduled for 29th July, 1965 could not

proceed since it was postponed by the Minister.

One major cause for the repeated postponement of Chamber elections, as

indicated earlier, was a disagreeent regarding proposed amendments to

the memorandum. These proposed amendments were quite drastic and could

have had far-reaching consequences on its future functioning. lhey

were orchestrated by the chairman together with a few officials.

About six other officials were opposed to thes« changed Among the

Justif lcations for the proposed amendments were that they

were
designed to, among other things:
............ remove any weakness, which had given
problems in the past since it has lasted tor a
long time and seemed to be outdated in several
aspects. This is why we propose the amendments so
that the Chamber is in with changing times-1-
Chamber had appointed a committee to suggest the amendments. The

°®oittee worked by collecting evidence from the members and was able
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to present a revised docuement containing the proposed amendments by
the end of June, 1985. The chairman had approved the changes and
circulated the revised version amongst all members lor comments. Ihe
governing council met on 21st August, 1985 and discussed the
amendments and proposed that an extraordinary general meeting be
convened towards the end of October to discuss and approve the
proposed amendments. But it is interesting to note that those opposed
to the changes were in the governing council which is said to have

convened a meeting and approved the amendments themselves.

The proposed amendments meant a major overhaul in the Chamber®s
objectives and especially 1its conventional posture as the business
sectors spokesman and defender of their Interests. For Instance

clause 3b of the memorandum on the objectives oi the chamber which

states:
R to promote, coordinate and protect
commercial and industrial interests in Kenya in

general and of members in particular,"1 © was
replaced by the following:

---. to establish, organise, state, maintain
and Tfinance trade and industrial exhibition
and displays in Kenya or in any other part of

the world either alone or in conjunction with
others.

Clause 3 T that "in matters affecting the interests of commerce and

industry to promote support or oppose legislation and bureaucratic

"“fcasures'' ,AA was to read as follows:

... to promote facilities for study, enquiry and
research into commercial, industrial and
agricultural matters and to make known the
results thereof by publishing, copywriting,
producing and distributing, pamphlets, films,
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posters and in such other manner as may be
thought fit.

The amendments, besides having had to do with deletions and

replacements also involved additions of clauses. For example, a new

clause 3w was proposed:

to promote and operate banks, TFfinancial
institutions, trusts and other commercial and
agricultural organisations.

In addition, Articles 1, 7 and 11 were to be deleted and new ones

proposed to replace them. Article 1 is about the powers of the
governing council while the proposed article 7 was designed to give

provision for the seat of patron of the Chamber.

Vhen carefully analysed, these amendments seem to have been designed

to realise a few new objectives and give the Chamber a new Image.

Clause 3b stand out as the most Important In showing the Chaml”~r®s

role as promotion and protection of the interests of its members - the

business community. The clauses give it its posture as'bén interest

group from which point of view we are analysing it and which Chambers

i
*11 aver the wold are known for. By calling for the deletion of these

clauses and replacing them with others which are in compelete
C’atrast, the Chamber was going to lose its representational role, at

kast legally.

I°oks as though the +two <clauses had for long portrayed an

“Sonistic impression of the Chamber vis-a-vis the government. It

therefore almost obvious on the need for these amendments. The



Chamber may have been pressured to correct its image by changing its
legal status. A statement like "oppose legislation and bureaucratic
measures* or "promote and protect commercial interests", may have

given it an unfavourable impression. It may have been uneasy about

the clauses. The Chamber was desirous to curve for Itseli a new image
that would give it a a positive social standing. But at stake was its
representational role. Could the Chamber be able to influence
government policy in Tfavour of its members? Certainly this role

would be affected legally.

Another interesting thing about the amendments was that the Chamber

wanted to lay more emphasis on 1income generating ventures. Hotice,

for Instance the clause: "to promote and operate banks, Ffinancial
institutions, trusts and other commercial and industrial exhibitions'.
It must be remembered also that the Chamber operates an investment
company called Chamber Investment Company. The proposed article 7
seems to have been designed to portray the Chamber as having the
blessing of the head of state - for whom the seat </6f patron is

/r

reserved. The amendments, however, were vehemently opposed by a group

of officials who instituted a court Injunction restraining the Chamber
from registering the resolutions that would have approved the

a®endments passed on 25th October, 1986 by an extraordinary general

feting. On 26th October. 1986 a high court Judge granted by consent

parties, an interim injunction prohibiting the F of C from
reBistering the resolutions. The substance of those opposed to the
~nciments was that the amendments would amount to "total

alteration

Internal structure of the Chamber and fraud on the Chamber™.rt"
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They cited a provision in the Chamber®s constitution which the
proposed amendments was contravening:

---- Ho addition, alteration or amendments shall

be made to the memorandum for the time being in

force unless the same has been previously

submitted to and approved by the R of C.
They further argued that the Chamber, composed of 3454 members then,
needed three quarters majority to effect any amendment. In the high
court ruling, it was felt that the amendments were tantamount to
changing the Chamber’s corporate status to society status because the
Chamber officials supporting the amendments wished to change to the
system of voting by delegates rather than by members. It was argued
that this would deprive the members their sacrosanct right to vote.
Further, notice for convening an extraordinary general meeting had not
been passed as required by the constitution. Article 31 states:

The notice convening the extraordinary

meeting shall be given in writing to each member

of the Chamber not less than 21 days before the

date of the meeting. Such notice shall state the

time and place of the meeting and the business
to be transacted. dit*

Since such notice had not been given to every member, thr> whole issue

Vas ellegal.

ruling was delivered on the 1st of April, 1987 which extended the
AJunction which had been given on the 12th November, 198b. lhe high
Judge allowed the Chamber to hold its general meeting in

IGordance with the memorandum without amendment. The ruling read in



- I wish to make it clear that there is
nothing to stop the defendant (the Chamber) from
convening a meeting in accordance with its

articles as the same stand, that is, as
registered and not as prepared tb be
registered.

The proposed amendments had raised the attention of the R of C who,

being aware that they contravened its own constitution, reminded the

Chamber:

- In all these endeavours your company has
been making to introduce changes to your
memorandum, the directors have not thought of the
implication of the provision of your company's
memorandum as no draft of the proposed amendments
have been submitted to this office for
approval.

The proposed amendments had, therefore, disregarded constitutional
provisions and procedure. This point to thf> attitude of neglect

assumed by a section of the Chamber without due consideration of the

feeling of the majority and implications for its role.

¥%%et by the constitutional challenge and because of/ the pending
injunction in the high court, the Chamber again wrote a letter to the

R of C asking for postponement of an ACM slated for April 1987. Ve

shall quote this letter at length:

.- Ve had expected to hold the AGM at the end
of November 1986 but after the extra-ordinary
general meeting, the new amendments proposed at
the meetings were challenged in court by a group
of our members. A temporary injunction order not
to register the new proposed amendments was
issued on November 12th, 1986 and a hearing set

for 20th January, 1987 .... Ve cannot hold the
AGM until this matter 1is settled. Grant us more
time. The existing constitution says that the
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AGH be held not later than 30th April but the new

proposed amendments had proposed an extension of

this period to 30th June every year.6"1
The Chamber was able to hold its AGM in Jlate July 1987 under the
memorandum as it was from incorporation. However, It was unable to
convene an AGM for 1988 for several reasons. First the Chamber felt
that an AGM had only taken place in July 1987 since 1984 and that
there had been no enough time for elected officials to settle down to
carry out their schedules of work as most of them were new. This
reason is not justifiable as those who had been elected to various
offices had been working In various capacities in the Chamber starting
from the chairman who had himself been elected. Secondly the chairman
argued that the difficulties which had beset the Chamber had made It
Impossible for the branches to hold their AGMs before holding their
annual general meetings at their headquarters. lhe chairman thus
requested the R of C to allow them to hold the AGM in all branches
before March 30th 1989 after the normal 30 days notice and the AGM of
all members to be held not later than 30th April, 1989. ~lhe chairman
managed to convince the R of C who granted this request. All the
elections were held 1in 1989 as had been promised. The incumbent
chairman as expected was again re-elected for another terra. The high
court case seeking to block the changing of the memorandum remains
Pending. The Chamber continues to be govened by the memorandum as

incorporated in 1973.

ihe survey sought to get members®™ opinions regarding present Chamber

leadership. There was a wide spread Tfeeling <70 percent) that the
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leadership should be Tflexible and allow for change. A proportion of
18 percent of the members Interviewed expressed no ldea as to what the

present leadership looks like.

On whether the Chamber has realized the objectives it sets out In its
constitution, 41 percent of the members indicated that it has done so
minimally, while 35 percent held that it has played a substantial
role. However, 18 percent of the members said that the Chamber is
unable to realise its objectives because in the fiirst place It is not
serious in trying to realise them and secondly, external factors like
an unresponsive government do not give It a chance. With regard to
whether government policy in Kenya has catered for the interests of

business, the members reponses are given in table 4. 12

Table 4.12 Extent Jta whieJh Uuyernaent_Pullcy,,.cater s__ior.
Business .Interests, __ iJfcrber s Yiewd.
a) To a very large extent 8.7
b) To a considerable extent 87.3
©) To a very small extent 2.9
d) Hone at all 0.9
n = 103

The government, conscious of the needs of business iIn general has

*rled to cater for these needs by providing a favourable business



climate. Thus an overwhelming majority of the members expressed a

positive veiw of the government in supportive of this view.

The overall asessment 1is that the Chamber as the spokesman

for
business has worked marginally. 82 percent of the respondents held
this view. The Chamber has tried to raise the problems of businessmen

from time to time. Sometimes it gets a hearing but in a majority of

cases it has not attained its objectives.

This chapter has addressed itself to the effectiveness of the

Chamber®s representational role. It has 1identified specific issues

which are of interest to those engaged iIn business and assessed the

Chamber®"s performance in its attempt to represent the members on the

issues.

It has been discovered that members are far from being satisfied with

the Chamber®s performance and have called upon it to re examine its

role and ensure that it represents the members more effectively. The
issues identified relate to import-export trade licensing, local
authority rates, fees and charges, taxation and 1iInterest rates.

Members®™ views, opinions and reactions have been presented backed up

*ith statistical tables. The chapter also dwelt on internal problems
facing the Chamber as a factor hindering its effectiveness. Such
Problems have been exposed and backed up by specific cases. It is in

°Ur belief that the issues dealt with 1in the chapter have helped

ccafirm or invalidate the hypotheses as set out on page 38. For

Stance, we have found out that the fact that an organisation has got



a large membership does not necessarily mean that it can be able to

realize its objectives. The case of KAM and OCCI have been used to

illustrate this. Ve have also confirmed that the more an organisation

is beset by organisational and leadership problems to which it devotes

its time, the less it is able to realise its stated objectives. The

Chaber has been a good case to illustrate this point.

4.4 CONCLUSION

Tie fToregoing discussion reveals that the Chamber has to a

considerable extent successfully raised the concerns of its members on

specific issues as outlined. Ve must, however, point out that the

ises oulined in the foregoing chapter are Just a few of what it is

apected to address. Moreover, it has not addressed them in a manner

"Bt is of complete satisfaction to the members.

Y
 field data has enabled us to understand the perceptions of the

of the Chamber on theilr organisation. Vhat ccmes out clearly,

AVer. is that the current membership of just over 7000 is net

tentative of those eligible for membership by wvirtue of

Assent in one form of business or another. Ve conclude that the

aas not been able to recruit a substantial membership and this

Its concerns have not been understood quite clearly by a great

businessmen.



The question of wrangles and in-flghtlngs as has been shown has worked
to undermine its activities. The problem has only acted to distract

its attention from its main agenda of representing the interests of

its members. Ve conclude that organisational and leadership problems
do not augur well for the smooth functioning of any orgalsation. This
has been the great undoing of the Chamber. KAM and KIFU have been

spared of this problem and their perceived successes can be attributed

to the harmony and credibility that is in their respective leadership.

I seef]yy nme



EQQIIQIES

Chamber annual report, 1972. p.4

This is the latest Tfigure as revealed by the Chamber®s acting
executive, Mr. Charles Gathirimu. See Daily _ Kalian,
Monday 17th July, 1989, p. 4. 7000 members represents only about
5 percent of 141,706 potential members throughout the country.
This information is based on the current standing in the issuance .

of Trade Licences (1988) by the Ministry of Commerce.

The total figure of Trade Licences per district were given by the

Internal Trade Department of the Ministry of Commerce.

Interview, 22nd March, 1989. The official (nhame withheld) chairs

one of the Chamber"s standing committees and is a member of the

governing council.

K*CCIl, Annual report, 1976, p. 21.

Annual report, 1979, p.2.

P* Kenneth Prewitt, Introductory Research Methoao/cMy:

jMUcaa_Anpllcations. IDS/OP 10, 1978, p. 111.
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An extensive discussion of this statistical technique is given by
Prewitt, 1ibid p. 113 and also by Dr. Gatheru Vanjohi 1in an
unpublished book: Methods of Data Analysis: An_FflpplICFITIQH. tu

Social Research in Africa February, 1989. pp 158-164.

These 1issues are important to anyone engaged 1in any business

activity. Businessmen are always concerned about how favourable
the "business climate" Iis. Once these issues are favourable to
them the business climate 1is considered favourable. This 1is why

the Chamber strives to ensure it gets a Tair deal from the

government with regard to these issues.

The Law Society of Kenya 1is a representative organisation of
Lawyers in Kenya. It seeks to promote and defend the lawyers”

interests and the interests of the rule of law and good

government.

Certificates of Origin are documents required for Xt Importation
of all or certain kinds of goods or to obtain preferential
treatment in accordance with preferential tariff systems. It is
a document which is sometimes required to be raised for export
sales, wusually 1iIn cases of exportation of goods to countries
where preferential import duties are granted to consignments of
goods from specific countries. The document is usually issued
by the Ilocal Chamber of Commerce stating the existinre of the
goods. The KSCCl, Qlike Chambers in most countries is therefore

entrusted with the issuance of general certificates of origin.
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12.

14.

16.

17.

IB-

KNCCI Annual report, 1980, p. 16.

KAM: Rural Industrialization__in__KenynJd __ Uppoilunltles and
constraints In providing basic___ inirastxnctiire. (Nairobi:
English Press, 1989) p.49. KAM has also written another book:
Price__ _controls:___ Experiences and Opportunities__in Kenya“"s

Manufacturing (Nairobi: English Press, 1989).
The KAM Study - Rural Industrialization In Kenya, concentrated on
KAM members across all types of manufacturing and processing with

interviews in Nairobi, Mombasa, Thlka, Nakuru, Nalvosha, Gllgll,

Eldoret, Athl River and Machakos.

KNCCI Annual report, 1982. p.4.

KAM. Lza.tlQn..InJteaya. _op_cit. p. 49.

It is not unusual for the Chamber to petition the president. The

fact that they did so Indicated the seriousness they attached to

the matter.

See The Standard. July 29th, 1988. Lead story.

KNCCI Annual report, 1972, p.5.

See The Dally Nation April 21st, 1989, p. 5.
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23.

4.

Service charge was Introduced In February 1989 a®? a moans of

raising revenue Tor local authorities In order for them to meet

the increased costs of offering services.

The Minister  for Local Govenm™nt and Physical Planning,
Hon. William Ole Ntlmama was interviewed on 17th July, 1989 on

the role of his Ministry. Among the things he dwelt on was the

Service Charge.

>Africanisation” here is to be viewed as a policy designed to
correct economic Imbalances created by colonialism by encouraging

Africans to take a more active and Increasing role 1in economic

activities.

Sessional Paper No. 10, 1965. African Socialism__and Its
Application to Planning In Kenya (Nairobi: Government Printer,
1965). This policy document gave an analysis of the
Africanisation Policy, see especially pp. 27-29. b4

KBCCI Annual report, 1975 p.4.
The Ndegwa Commission. Public Service
Remuneration: (Nairobi: The Government Printer, 1971) see

paragraph 32 p. 14.

KRCCI Annual report, 1972 p. 10.



28.

29.

30.

31.

32.

Hicola Swainson. The Development__oi__ Corporate_ Capitalism__La

Kenya. 1918 - 1977 (Hairobi: Heineman 1980) p. 188.

Ibid p. 188.

KICCI annual report, 1977, p. 16.

The Bill on Restrictive__ Imds__ Practices.___Monopolies and Price
Control was first tabled In Parliament In 1978. It was, however,
In late 1988 that It was revived, discussed and passed into Law

and became effective on 1st February, 1989 as an Act of

Parliament.

The views were expressed by the Chairman of KAM,
Mr. Riitho Fdungi during an interlew in The bally Hatlon.Sunday

February 26th, 1989 p. 10.

See Dally Hatlon. 21st April, 1989, p. 5. N

Such goods are sometimes mysteriously found In Kenyan markets

where they sell cheaply. This suggests that proper impart

restrictions have not been instituted. For example, 1in May 1988,

local manufacturers were stunned to hear that foreign
.

manufactured breakfast Items were selling In Kenyan supermarkets.

The Chamber has always called upon the government to act and curb

these unscrupulous importers.
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35.

See for instance Chamber Proposals to the Minister for Finance
prior to the 1984 budget proposals, especially
document.

p- 8 of the

36. Article 28, Chamber memorandum, printed by City Printing Works,
1973, p.A4.

37. The Chamber was unable to produce annual reports for 1985 and
1986 because of the problems which Qled to cancellation of the
annual general meetings.

38. Letter written by 9 members of the Chamber addressed to the
Registrar of Companies, dated 25th April, 1985.

30. Letter to the R of C, 21st May, 1985.
L.

Letter from the Minister for Commerce and

Industry Mr.Okondo to
the Chairman of the Chamber in the wake of ,“the election
controversies, 15th July, 1985.
4. Letter by Chamber chairman in response to the Minister"s letter,
18th July, 1985.
i
Emphasis added. Letter by the Chamber* to the R of C,
26th November, 1986. A

revised document of the Memorandum and
Articles of Association was presented on 29th June,

1985.
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43. Clause 3b, Memorandum p. 2.

44. Clause 3f op clt p. L

45. Proposed clause 3w.

46. Excerpts from the Judgement of the High Court.

47. Object 4, Memorandum p. 3.

46. Article 31, p. 5.

49. High Court ruling, 1st April, 1987. This ruling can be found in

the Chamber®s file found in the office of the R of C, Nairobi.

50. Letter from the R of C to the chairman of the Chamber,

5th December, 1986.

51, Letter from the chairman of the Chamber to the R of C,

28th November, 1986.
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GHTVIPTILIK F1 VH

GtiVERIMEIT BBKPQ1SH TO CHAKIIIIR RKPREUEITA1U1lU

It Is important to point out from the onset that the Chamber has no
constitutional and/or statutory authority to demand compliance to Its
representations and other concerns. It can only advise, persuade or
bargain in seeking to attain its objectives. Therefore, its
effectiveness and the meaningful ness of its cause will depend upon the
political and diplomatic skills which its officials bring to bear on

their representations and the goodwill and understanding of the

government. The Chamber®s activities fall in the realm of Comirerce

and Industry which are very important sectors within the economy.
Government responses to the wishes and concerns of the Chamber is,
therefore, conditioned by the way government view*C Commerce and

Industry in general. It will also depend upon its view of the roles

the business interest groups play within the economy. It is to these

issues that we now turn.
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5.1 GOVERNMENT POLICY ON COMMERCE AND INDUSTRY

The government is well aware that today, Commerce and Industry rank

second after tourism, In terms of their contribution to the national

Income. The growth of these sectors is allied to the improvement of

the standards of living of the average Kenyan through the provision of

necessities in market centres throughout the country. The government

is also aware that the growth of Commerce and Industry is the fastest
in Sub-Saharan Africa. Thus, given the necessary incentives it could

play an even greater role in revitalizing the economy. This 1is why

the government has been giving incentives to Industrialists expecting

them to utilize the resources available efficiently so that the

economy can grow. This 1is also the reason why it has sought to work

closely with associations like KAM and KNCCI.1

It has been the government"s aim to involve as many people as possible

in Commerce and Industry. By Indigenlzatlon, the government hopes to

inculcate modern business skills into aspiring “entrepreneurs.

Establishment of such institutions as the Kenya Institute of Business
Training (KIBT) 1is evidence of the importance the government attaches
to the improvement of opportunities for self-employment lor the youth.

The government set wup the Industrial and Commercial Development

Corporation (ICDC), in 19b7 1in order to support and facilitate the

on

®xpansion of Industrial and Commercial activities in Kenya.

Through the small loans programme, ICDC has supported retail,
vholesale and distributive business. It has provided loans for the
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acquisitions, by indigenous Kenyans, of business premises in rural and

urban areas. ICDC has now acquired the status of a major development

finance institution in Kenya. With intent to Africanise distributive

trade, the government established KNTC in 1965. It was given monopoly

status in the distribution of basic commodities like salt and sugar

and later others like nails, cement and roofing materials. Similarly

the joint loan board (JLB) was set up to facilitate the Africanlsation
of trade and industry and provide the means through which emerging

African businessmen could gain experience in commercial activities. It

was hoped that this would raise their level of credit-worthiness and
allow them to play a more effective role in the economy alongside non-

indigenous businessmen. Other organisations that have been

involved in the expansion of the Commercial and Industrial sectors in

one way or another include the Industrial Development Bank, the Kenya

Commercial Bank and the Kenya Industrial Estates. lhe government has

been working with these organisations to develop the Commercial and

Industrial sectors.

jY

Since independence, the government has been committed to a policy of
Industrial and Commercial diversification. Sessional pap™r No. 10 of
1965, underscored the importance of industrialization. It encouraged
Industrial development with the private sector playing a major role.
Industrial strategy set out in th« sessional paper was echoed in
country's first development plan, 1966-70. This paper stated the

gvwernment's policy towards investment and industrialisation pointing

* that it is positive and non-restrictive characterised by

°Uragement and support. This was needed 1in order to secure a



maximum rate of economic growth and the structure and Ilocation of

industry which will benefit the country most.3

ri-\
In the context of the sessional paper Ho.l, 1986 on Economic
Management for Renewed Growth. the development of the Industrial and

commercial sectors occupies, in priority, the second position after

agriculture. "VBi le agriculture was seen as the base for overall

i
growth, employment and foreign exchange generation, the industrial

*
sector™ were seen as the main engines for faster growth.

4
The development proposals were to make investment

and

commercial

in those sectors

less costly, less risky and more profitable."

*

The government is aware that Kenya has depended on agricultural sector

exports for foreign exchange earnings. This dependency on primary

commodity exports whose prices are unpredictable results in

unfavourable terms of trade and serious problems in the management of

the balance of payments. The government is therefore determined to
)
attain effective diversification of the export base through promotion

of non-traditional exports. In this regard, the Industrial and

Commercial sectors are likely to contribute to this diversification

strategy.- Dispersion of Industrial and Commercial activities away

from the major urban to smaller towns and rural areas in line with the
rural-urban balance strategy is also likely to play a useful role in
thls diversification objective. Industry and Commerce are also seen

8 best suited to make a major contribution toward the stabilisation

the balance of payments position through increased direct foreign
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exchange earnings from exports and by lowering demand for Imports of

manufactured goods.

These two sectors have run Into numerous structural problems since the

late 1970"s which need to be addressed If they are to meet the

challenges ahead. First, 1in placing too much emphasis on consumer

goods substitution, there were no incentives Tfor the development of

intermediate and capital goods. Secondly, the iImport-substitution

strategy adopted in the early 70"s worked to make capital relatively

cheap compared to labour and other potential domestic inputs so that

the entrepreneurs were able to establish capacities lor greater than

the domestic markets could cope with.

Vith relatively high levels of effective protection In the domestic

markets, the sectors have become progressively inward-oriented as many

local firms have reaped high profits In the domestic market, while

operating at low levels of capacity utilisation. Under these

circumstances, such Tfirms see no reason to take risks liferent iIn the

external export markets. Industry and Commerce have therefore become

a major drain on foreign exchange resources earned mainly from

ariculture and tourism. In view of this, opportunities for further

expansion must lie in production for export, thus export promotion
strategy.» The government has ensured that public policies and
strategies are clearly stated and consistently applied. It has
Wblished widely 1information on procedures ior the establishment of

~ustrial and Commercial concerns, laws and regulations that govern



trade and manufacturing and rules relating to business practices both

at home and abroad.

It Is fitting to point out here that the iImportance attached to the

Industrial and Commercial sectors also derives from their perceived

contribution to employment. In line with the projected employement

targets in sessional paper Ho. 1, 198b and more sped fleally in the

development plan 1989-1993, modern sector employment is expected to

grow at 4.4 percent per annum rising from 1.37 million In 1988 to 1.7
million by 1993. Employment in manufacturing alone is projected to
grow at 4.6 percent per annum rising from 177,000 in 1988 to 222,000
by 1993. Employment in commerce and trade is expected to grow at 7.0
percent per annum rising from 100,000 in 1988 to 153,000 by 1993.*"
The rapid growth of these sectors is expected to expand the domestic

market for goods and services thus lending to higher Incomes and

increased employment opportunities in all sectors of the economy.

Vith rising efficiency and employment of more [lab<4ur absorbing

technologies, the sectors will be capable of employing more workers as

output increases. The Development plan 1989-93 accords high priority

to the sectors so that they can continue playing a Kkey role in

achieving Tfaster rates of growth in the economy. These sectors have

edtnessed fast growth already. Their share of overall GDP
o >

from eight percent 1in 1963 to over 26 percent in 1987. This

increased

I~rformance according to the plan, has resulted from the industrial
stragegy of import substitution propped by high protective tariffs

administrative controls adopted at Independence. The import



substitution served Kenya well in that tb« share of consumer goods in

total imports fell from 27 percent in tb« 1960°s to only 6.4 percent
in 1980-87. The next phase of the country’s Industrialisation will be
promotion of consumer and intermediate goods while laying the base for

the eventual production of capital goods.X

The government®s commitment to industrialisation can be seen through

the incentives it has provided: taxation laws, exchange control

regulations and investment and legislation on foreign manufactured
goods. With regard to investment, the government has introduced a

scheme to Include investment allowance of UP 5° percent of Tfixed

capital investment, capital allowance, allowances on industrial

buildings, plants and machinery of different types, 20 percent payment
of the free on board (FOB) value of specialised goods declared for

export under the apprenticeship scheme."

The government 1is also committed to a policy of a mixed economy in

which the private sector and public sectc?rs PloY n complementary role

in development. While the dynamic entrepreneurship of the private

sector is essential for accelerating industrial development, the

government continues to support this by providing to private Investors

b*sic infrastructure, training facilities and finance through a number

°i development finance institutions. government has decided to

Progressively shift away from involvement in Industrial and Commercial

acdUvities that are better run by the private sector, except where

9kil concerns are deemed to be of stre*tegic iImportance. This 1is

Mother indicator of the importance it palaces on the development of



these sectors. The flow of foreign Investment Is further encouraged

through the Foreign Investment Protection Act. -

The strengthening of ministries directly responsible for development

of Commerce and Industry is further boost for the sectors. The

ministries are charged with the responsibilities of accelerating the

development of Commercial and Industrial Policy. The Ministry of

Commerce, especially deals with, among other things, the licensing of

trade premises, Import-export licensing, arbitration of cases arising

from renting of business premises, obtaining of Information on

distribution of commercial commodities, seeking foreign markets for

local commercial products and verifying weighing and measuring

equipment.

The Ministry of Industry is responsible for pre-investment feasibility

studies, TfTormulation and promotion of industrial projects, industrial

planning, promotion of small-scale Industry, dissemination of

industrial information and industrial extension. In performing the

above functions, the ministries intend to achieve a fair and efficient

distribution of commodities, in particular, the essential ones and

availing them to all corners of the country. They also ala to

increase foreign exchange through promotion of local industries. In

*Ms way, the work of the ministries 1is seen as helping in the

~“motion of the sectors.

government®s determination to support the sectors can also be

SSed through its efforts to streamline certain measures that



affect these sectors. On 1import licensing, for example, the Ministry

of Commerce has taken steps to renovate the import-export licensing

offices. The lay-out of the renovated offices is similar to that of a
banking hall to allow officers to deal with import licence
applications promptly and efficiently. Installation of computers is

expected to bring about further efficiency in the processing of the
licences. The government has made it clear that the issuance of
import licences will continue to be guided by the need to supply the
local industry with the essential Inputs to enable them continue

producing efficiently while reducing dependency in imports.™e

The government®s efforts to streamline the import licensing system has

won approval from KAM and KNCCI. For example, the chairnan of KAM

expressed his satisfaction when he said:

To be fair on the government there has been
a lot of improvement on licensing. Ve are also
encouraged to hear from recent announcements that
the system is being improved, computerised so that
it becomes smoother and faster. ”*

&

All the foregoing help to show the commitment of the government in
expanding the Industrial and Commercial sectors. This is because of
the Importance it attaches to these sectors as prime movers in the
strategy to expand the country"s resource base and lead to the

economlc development in general. Fecent government legislation and

Policy is testimony to its determination to boost the growth of these

sectors.
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5.2 GOVERNMENT VIEW OF THE MAJOR BUSINESS INTEREST
GROUPS: KNCCI AND KAM

One of the main objectives of the Chamber and KAM is the promotion of

Industrialization and Commerce. These groups” interest therefore

coincides with the government®s. The twogroups seek to work together

with the government for the benefit of the entire business community

whose prosperity depends ultimately on the ability of local

manufacturers to provide goods; of the trader to sell the goods and

of importers to provide the community with the required imported

goods. The government seems to have recognized the roles of these

associations in accelerating economic development. KAM, for example,

besides protecting the interests of manufacturers and industrialists,

seeks to promote Industrial and Commercial growth by co-operating with

the government at all levels. These objectives combine well with the
overall government policy of economic development. This 1is why the

association®s activities are viewed as an important input into the

development process. The Chamber itself was formed under the
Companies Act (cap 486) as a company limited by guarantee but without
share capital in 1973. Prior to this, It operated under the Societies
Act.””~Among 1its objectives 1is the promotion and co-ordination of

Commercial and Industrial concerns in the country. It is recognized

®s an institution representing the private sector.

government has also provided legal contexts within which the

EfOups work. The independence constitution Tfor example contains

~visions that protects and guarantees freedom of association for
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the promotion of group interests. The government views the cause of
the Chamber and KAM as legitimate. Regular consultations between the

government and the groups at various levels confirms this view.

The government is aware that the activities of the Chamber are very
important in the generation of revenue and enhancement of the Job
opportunities. The activities of the Chamber are seen as the backbone
of the economy. The government is also satisfied with the Chamber-s
role of working to ensure an increasing participation of the majority
of the people iIn commerce and industry. The Chamber®s aims and
purposes play a complementary role to the government"s policy of
promoting commerce and Industry with an overall objective oi improving
the standards of living of the average Kenyan through provision of
basic necessities. In this way the Chamber 1is an Important
organisation translating government policy into practical realities.
Testimony to this view is the fact that the government has often
called upon the Chamber to give opinion and advice befgﬁe formulating
important economic policies. The Chamber is entrusted by the
govenment with some official duties. An example is the issuance of
Certificates of Origin which are required for the exportation of
certain Kkinds of goods. The certificate of origin is a document
supposed to certify that the country of origin for the goods exported

Is Kenya. The Chamber has mandate to issue certificates for only

e*ported goods.
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The Chamber 1is also responsible on behalf of the government, for

organising and hosting trade missions and leading the same abroad. It
has especially been entrusted with the responsibility of organising

the New Kenya Trades Exhibition. Through this event, the government

has been able to display to the local and outside world, some of the

products and services available locally. The event 1is usually

sponsored by the government through the Ministry of Commerce.

The Chamber 1is represented on various government and semi-governiwjnt

bodies. At the moment it 1is represented on bodies like the Joint
Industrial and Commercial Consultative Committee (JICO), the
Investment Promotion and Advisory Centre, the Business Rehabilitation

Committee and Export Promotion committees. This recognition and

support of the Chamber®"s cause has been demonstrated by the close

interactions between it and the ministries of Commerce and Industry on

important issues concerning business. The Chamber has worked hand in
hand with the government in its efforts to promote the development and

maintenance of strong and expanding Commercial and Industrial sectors

capable of competing successfully with other countries in
international markets. The Ministry of Commerce reiterated the

8°vernment®s commitment to the Chamber in enhancing trade:

.- Ve in the ministry are committed to the
work of the Chamber to boost exports and thus make

them the driving force in our economic growth. A
large measure of any success in these efforts will
doubtedly come from members of the Chamber. -

these efforts, the guiding principle has been the recognition that

°peration with the Chamber may result in better utilization of
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resources. The government, for example has increasingly engaged in

the trade promotion intended to assist and develop local

manufacturing, an aim persued by the Chamber. The Chamber has gained

knowledge of the 1local business scene and this has prompted the

government to utilise this by entering into co-operative ventures with

it.1A However the support of the Chamber is not only because it may

benefit the members alone, but the business community as a whole: The

government also sees the Chamber as playing a role in promoting the

interests of local manufacturers particularly the smaller ones.l1" It

is also aware that it serves this country®s business community by

Inter alia. promoting and protecting Commercial and Industrial

interests in general, though with special emphasis to its members.

The Chamber membership covers the entire spectrum of the economy

excluding only the civil service. It is thus the largest business

organisation in the country.™™

The government recognizes the important role the Chamber plays in the

4f
management and trade promotion programmes. It has therefore tended to

facilitate this through the establishment oi the KE1A and 1PC. lhese

bodies have clear and elaborate working relationships ruling out any

likely conflict of interests. The principal role of Chambers of

Commerce the world over, as analyzed in chapter three is that they are

e*pected to advise the state on economic questions. This was the

reason for the estblishment of the French Chambers, the earliest

recorded in history. 17 As the Chambers of Commerce represent the

Qamon interests of an inter-sectoral group of business, they also

>°fflote the national economy. One of the other aims of the Chambers

199



of Commerce Is to inform local, regional and national governments
their opinions on economic policy and economic measures and to
undertake studies and make proposals for the Improvement of the
performance of the economy. These consultative activities which

explain why Chambers are also called Mcaxps_CQasuiaiie" are supposed

to take place at all levels.

The government®s concern about the functioning of the Chamber was
shown for example, when it intervened to ensure that elections were
peacefully held in 1985-88 as discussed in chapter four. The Minister
for Commerce pointed out then that the controversies were having a
negative effect on the Chamber which he otherwise described as an

important organ of Commercial and Industrial development.l’

The government views RAM, as an important organisation translating
government policy on industrialization into practical reality as
stated for example by the Minister lor Commerce to RAM annual general

meeting on the 30th April, 1982. He said in part: Y

a--- Your association is a channel of
communication between the manufacturing sector and
the government....... the importance of your
association in Kenya®"s economy cannot be minimized
because in terms of the GDP the contribution from
the manufacturing sector 1is about 18 percent which
is quite substantial. The government and in
particular my ministry 1is aware of the important
role played by the members of your association in
creating employment and consequently in
alleviating poverty. I am pleased that vyour
association represents about 500 members.-"
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Quite clearly then, the government recognises the role KAM plays

vithin the economy. It has even called for dialogue between KAM and

government bodies which conduct business with it. Associations like

gAK are viewed as useful in the creation of employment and in the

jJjlleviation of poverty in the country.

gecause of this, the government has promised to constantly examine

suggestions from manufacturers through KAM and to make appropriate
d*erges- The Vice-President and Minister for Finance, at KAM®"s annual

executive board meeting on 14th July, 1989 pointed out that whilst the

anufacturing sector accounts for 11 percent of the GDP, it engages 10
teroent of the people in formal employment. He therefore called for
e restructuring of the sector to play an even more decisive role in

Fe development process. He assured KAM that their ideas are welcome

a are usually taken seriously so that where there are errors

in
rnment policy they can be corrected without delay.--
jY
**srole as a promoter of industrialization and private enterprise in
“va has acquired a positive image and stature. This has made it

sible for government and other development agencies to channel

~stance to local industry through it. This assistance is usually in

form of funds and training opportunities. Same of the agencies

| *®e established a working relationship with KAM incAude USAID,

Kenya Management Assistance Programme (K-MAP), Kenya Rural

Mse Programme (K-REP), and the Kenya Industrial Energy

Programme (KIEMP).
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KAM®"s work has increased over the years. For example, 1in 1986 the
association, together with other local and international agencies and
the government co-sponsored several meetings including a meeting on
trade between India and Africa on the Enabling Environment and one on
Kenya’s industrialization strategy.122 The thrust of tbe
association®s participation at these conferences highlights once again
the recognition by the government on the private sector®s crucial role
in the socio-economic development of the country. KAX al”™o
Icollaborated with the government to undertake a project...on industrial
energy and on private sector promotion in Kenya with USAID. It aln°
Imdertook a Contract Promotion Programme (CPP) which was funded by t&e

Commonwealth Secretariat to assist industrialists at their places ol

tasiness.23

through dialogue with the government, KAX has been able to highlight
Te development role of industry in all aspects of socio-economi-c

rancement of the country. KAX takes part in various international

Terences and meetings and with ministries and organisations ~ocall>
dueling the office of the President. Issues dealt with have usually
on the improvement of both the investment climate and tlie
eformance of Commercial and Industrial sectors. The JICC remains a
®&ent forum through which most of industry's views are expressed
recQTmuendatiQns acted upon. The seriousness with which tb-e
r»oent takes KAX's views was seen in the 1987/88 budget proposal”-
Vere referred to as pro-industry in the sense that most of th*2

Nidations of KAX were accepted and incorporated int*-3



legislation. Some specific proposals and legislation are set out in

the last section of this chapter.

It is important to point out that the government is willing to work
Kith the organised groups as long as they do not present an image of
pressure groups whose ala is to force government to comply with their
demands. Kenya, like most other developed countries has not reached a
stage where the government can base its operations on the belief that
It can be advised, consulted and _.influenced. .by interest groups to an
extent of succumbing to their wishes and desires. Groups, as we have
seen are given a legal recognition but they go only to a considerable

extent in influencing government policy and only on specific issues.

The govenment welcomes views, suggestions, recommendations or

proposals from groups like KAM and KIHiCCl because it considers them as

dtal in enhancing the growth of the economy. It is not because they
brig pressure to bear on it and acts in their favour. Vhat may be
24

tewed as success iIn the representations by the groups may infact be
~incidental with what the government plans to do.- However, the

Bps have influenced the government to adopt particular policies as

I plvn by some specific cases below.i

i QQ® R N.MENT REFfIiPQUJISE-1Q..5PJECJFIC DEMANDS

lotion addresses itself to specific cases of representation mede

I f Chamber and also kam and the kind of responses they get. This
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will help to test our hypothesis 4, which says that the more an
interest group directs its demands at the executive arm of the

government, the more likely it will be able to realize its objectives

The Tfield of distribution is an essential part of Kenya®"s economic
life. The distribution of the essential commodities is a very
sensitive area which has often called Tfor careful government policy.
The Chamber has made representations to the effect that Africans
should be more involved. In 1975 for example, It issued a
comprehensive statement on this issue. lhe statement called upon the
government to come up with a formula which could enable more Africans
to take part in distributive trade. Following this, the policy on
distribution of locally manufactured goods was modified when the
government passed the miscellaneous amendment bill to the trade
licensing act which required manufacturers to obtainlicences to
distribute goods they manufactured. The government was in favour of
distribution by appointed distributors, preferably Africans. d™
Yy

A more comprehensive legislation on distribution came in 1969 with the
enactment of the Restrictive Trade !rnotices. Monopolies_ and_JElrice.
Control_Act which replaced the Price Control Actlof 1975. This latest
act sets out clearly and succinctly that manufacturers should not at
the same time engage in the distribution of the goods they

manufacture.

Though KAM expresses reservation on certain aspects of this act, KNCCI

accepts it and sees it as resulting from its representations. One can
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say that the government came up with this legislation to clarify the

issues impinging on price control and restrictive trade practices

which had been the subject of proposals by the groups.

During 1982, the Chamber dealt with several important problems among
them export trade. A paper was presented to the Minister for Finance
regarding the necessity to have export incentives to enhance the
country®s export trade. It recommended measures such as export
compensation, export credit guarantee scheme, and the setting up of an
industrial duty free zone. Most of these recommendations were
implemented.23 In the same year, the Communications Committee wrote
to the Minister for Transport and Communications proposing that the
Chamber be consulted on matters relating to Transport and
Communications. As a result the Chamber was co-opted onto the Road

Safety Council, a body responsible for enhancement of safe road usage.

The chamber has always sought to have representatives on government
committees that deal with the matters directly affecting #he interests
of the private sector. As a result the Chamber has gained
representation on committees like the JICCC, the Business
Rehabilitaion Centre, the District Development Committees, the Ilatter
being in line with the District Focus Strategy for Rural Development.
The Chamber 1is still pursuing to be respresented on other committees
including the |Import Licensing Management Committee, and the Price

Control Review Commission and Awards to Industry and Commerce

Committee.
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On the 1issue of price controls, KHCClI and KAM have urged the

government to decontrol the price of some commodities. lheir main

argument has been that although price control may be necessary due to
lack of a perfect competition in the market place, time has come that
the whole policy should be reviewed as the system is unfavourable to
profit-minded businessmen. it has been the wish of the groups to

ensure that manufacturers and wholesalers are all receiving adequate

profit margins. Detailed papers have been submitted to the government

requesting for the establishment of a pricing structure which ensures
adequate and fair profit margins to each category of enterprise. For

example, in a proposal to the Minister for Finance in 1987, the

Chamber noted:

R we are grateful that the president recently
announced that some products would shortly be
removed from the price control system- For the
products which will still be controlled, we
suggest that the pricing structure should give
more equitable profit margins to manuiacturers,
wholesalers and retailers. The price control
system should be reviewed periodically in order to
ensure that all concerned get adequate returns.-**

Y

These organisations have suggested the establishment of a Price
Commission in which enterprises, consumers and other Interested
parties will be represented. Following these representations the
govenment did so. In 1986, eleven items were price-decontrolled and

the 1956 Cost Determination order was revised to include a wide range

of overhead costs. The government has farmed a Price Commission with

rfipresentatives from industry and consumers . The Restrictlve

__Practices. Monopolies and Price C.nt.Tnl_Act also sets out

B \
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government policy Justifying price decontrol. This legislation seeks

to protect local nanufacturers.

It is common knowledge that enforcement of price controls in the
absence of controls on monopolies is futile. Economic sabotage and
blackmail thrives in such circumstances to the detriment of both the
state and the consumer. For |Instance, there 1is nothing to stop a
monopoly from either cutting back on its production or placing dealers

of certain essential commodities on blacklist to force price increases

or squeeze competitors out of the given market. These are among the
problems that the Ilegislation addresses. The Act deals with three
matters: namely the Restrictive Trade Practices; Controlling

Monopolies and Controlling Prices.

As the associations had requested, time had come to couch price
control in the larger context of implementing the intent of all the
previous control legislation: that price control should be viewed as
a temporary expedient.2t" The argument which seem to bav</ been taken
note of by the act is that with Kenya"s industrial investment at a
virtual standstill in the 1980"s, price decontrol would help remove
one serious hurdle to investment. Prospective investors have usually
expressed their fear thus: how can 1 invest where somebody determines
the price of my products? Price decontrol would therefore provide

./*
incentives for private sector investment if the goals set in sessional

paper No. 1, 1986 are to realised. - *
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Some old elements In the price control act, however, seem to have been
carried forward to the new act. For instance, the Minister for
Finance still retains the powers to Ffix a maximum price for any

product or item so that a manufacturer wishing to raise the price of

such an item must first apply to him.

The act seems to have incorporated the views of manufacturers and the
entire business community that there should be law not only designed
to promote the national economy by providing meaningful Incentives to
the investor, but also ensuring adequate safeguards to the consumer
who, more than anybody else, needs an effective verifiable law for his
protection. Vhat the new act seems to have incorporatd which is
against the wishes of the business community is the anomaly of the old
price control system with regard to the distribution of control
authority. This 1is split among several ministries. Vhile the
specific and general controls are the responsibility of the Minister
for Finance, agricultural producer prices, for example, are determined
by the Ministry of Agriculture while bus fares are set by #he Minister
for Transport and Communlet ions. Prices in the Energy sector are set

ui
by the Minister for Energy.

Following the unsuccessful coup in Kenya in 1982, many businesses were
affected by looting. Financial losses amounted to approximately 400
olllion shillings.30 Many businesses, especially in the city centre

suffered great losses. KHCCI and KAM appealed to the President to do

something about businesses that were affected. The President, in
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response took opportunity to issue a policy statement on the economic

situation in the country. Ve quote this statement at length:

After more careful consideration of the
loss and damage, we have assessed it to amount to
no more than 400 million shillings. This loss has
already been reduced by the combined efforts of
the police, the administration, the business
community and the public at large in recovering
looted property .... the problems facing the
business community still remain and we will
continue to Tfind ways and means to reduce them

further. I have appealed to insurance companies
to assist our business people who suffered in this
situation..... Ve shall appoint a special

committee to undertake this task drawn from
insurance groups, the business community and the
government..... The government would like to see
more Kenyans advancing in the business world in
order to correct any imbalance without appearing
discriminating against any race or community.1l

The President promised to deal with some of industry"s problems which

had constantly been raised:

I know you have so many problems. 1 have

listened to them and discussed them with some of

you. Ve appreciate any development that increases

employment and earnings for the nation. In the

light of the prevailing circumstances, | now j"ish

to announce several measures aimed at assisting

industrial development and growth.32
The President then identified specific areas which would be
streamlined. Firstly, he promised to re-introduce the export
compensation scheme to reward those who increase their achievements in
the field of export at a rate of 25 percent of their export earnings.
Secondly, he promised a more rapid and Just allocation of import

licences reviewing the existing administrative machinery to do away

1 "stth delays. Thirdly, the President talked on the need for more
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investment through Joint ventures between Kenyan firms and overseas

companies.

The President"s policy paper raised issues which had been of concern
to both industrialists and businessmen. The Issues stated in the
policy statement can thus be said to have been a response to the
representations of the business community, more so following the coup.
On another issue, the government had to rescind its decision in
response to demands by the Commercial and Industrial community. This
regarded the proposed five-day working week in 1986. The government
had attempted to introduce this to enable workers 1in the private
sector work like their colleagues in the civil service. The argument
was that the workers needed to rest after five days of working. Some
of them needed to travel to their upcountry homes to Join their
families and work on their farms and those belonging to church groups

like Seventh Day Adventist could go to pray.

The directive was contained 1iIn a presidential speecfv to mark the
labour day celebrations on May 1st, 1986. It was considered a bonus
for workers. COTU, the umbrella body for trade unions iIn Kenya was

pleased by the decision as they were the ones who had been making

representations to that effect. This directive, however, created

total confusion in Industry. Many Industries sacked workers who did
->

hot report on Saturday and Sundays. Companies like East African

spinners, Elliots, Henkel Chemicals sacked hundreds of their workers.

They complained that the decision would disrupt their operations some
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of which needed to run 24 hours. Though the President directed that

workers sacked be reinstated immediately, this was not done.

The five day working week had also contravened the existing tri-
partite agreement between the government, the Federation of Kenya
Employers (FKE) and the Central Organisation of Trade Unions
(COTU) . Though the President had directed the Minister for Labour
to liaise with the other parties in order to work out modalities for
the scheme, this turned out to be a complete failure mainly because of
the disagreement on which two days should be taken up for rest and

also differentiation between essential and non-essential operations.

KAM made several presentations to the Minister urging him to ask the
President to reconsider this decision.”™* As a result of these
representations and the confusion in the industries, the government
reverted to the old system. The government thus succumbed to

pressures from industry represented by the groups.

i
It has become clear from the Tforegoing that all or most of the

representations by the KICClI and KAM are directed to the executive
branch of the government. They are usually addressed to the Minister
responsible for a specific business-related portfolio. This is
deliberate and tactical because the groups are well aware that the
Ministers or their Permanent Secretaries control the formulation of
the public policy. The executive is viewed as the most important in
terms of translating government policy into practice. This is why the

8roups seek first and foremost to have the Ministers listen to their



proposals. Only on rare occasions do we have representations directed

to the legislators. This suggests, as discussed In chapter two, that

the Kenya legislature is not important with regard to the making of

policy.

The real power holders are in the ministries and in our particular

case, the economic ministries: Finance, Commerce, Industry and

Economic Planning. Bureaucrats in these ministries prepare policy

proposals which are given a political backing by their ministers.

The more representations are placed on the executive, the more the

chances of their being given a favourable response. Our hypothesis is

therefore confirmed. Vhat matters in government are the bureaucrats

and their political masters. These are the people interest groups

seek to influence. On very rare occasions, appeal is made directly to

the President. Even in such cases, such an appeal is camouflaged

as a '"courtesy call™ or "good will" visit or even loyalty pledge to
the President. It is under such cover that Groups or individuals can
raise their problems to the President. But the Presidency in Kenya is
such a revered position that no attempt is made to bother it with
petitions. In almost all cases, groups and/or individuals try to keep
a good relationship and 1iImage so that they can undertake their

activities confidently. Even the representations to the ministers are

visually put in a positive language and in friendly terms.
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5.4 CONCLUSION

In conclusion, it is important to point out that the responses Of the
government to group demands is not so much dictated by the styles and
tactics of groups but rather it is the willingness of the government
to accommodate the views of groups hoping that such views can help in
shaping the direction of government policy and bringing individuals
and groups close to their Government. The way the system works is not
where the government has an obligation to listen to groups.
Government has got 1its own interests to protect and when such
interests are threatened by those groups, then the government is
likely not to give in. This is why as indicated earlier, the success
of any group in terms of getting its demands met is dependent upon the

willingness and understanding of the government.
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CHAPTER S1 X

SUMMAKY. aiT.i.USIOIE AID KKOIKMHIbAT IUIii

6.1 SUMMARY AND CONCLUSIONS

The preceding chapters have attempted to show the activities of the
KHCCI as an interest group. An overview of the Issues tackled shows
that it is important to consider the following points when assessing
the effectiveness of an interest group in Influencing policy. First,
there must be a clear understanding of the existing policy framework

and the important elements that form the government process.

In chapter two therefore, we demonstrated that the policy framework
and the constitutional structure have not been particul/a'fly conducive
to the activities of interest groups in Kenya. Ve showed that whereas
groups are accorded legal recognition, the extent to which they go in
Infiuencing the behaviour of government in their favour is minimal.
Consequently, what the Chamber has set out to do in its Memorandum and
Articles of Association is hard to realize. The Kenyan governmental
Feo
framework can therefore be said to be closed to the extent that groups
do not get a free hand in articulating their demands. This therefore

confirms hypothesis 3 as stated earlier on page 36 that the less

°pen the governmental policy framework, the Jless Influential the
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activities of groups become. This observation applies to all other

groups whose aim is to Influence the government.

Secondly, it has been shown in chapter three that the more organised a
group is, the more it is able to realise its objectives. The chapter
traced the historical development and organisation of the Chamber. Ve
noted that the Chamber originated from government efforts in 1964.
The government desired to re-orient the activities of the hitherto
existing regional and racial chambers in Uline with the policy of
nation-building. The Chamber®s change from society to company status
in 1973 meant that the top three officials, that is, the chairman, the
1st vice-chairman and the 2nd vice-chairman assumed the vrole of
directors of the company. The Chamber has from then on been governed

by the Memoranda and Articles of Association setting out its aims and

objectives.

Thirdly in chapter four, the Chamber®s representational role was
assessed by way of presentation and interpretation of field data. The
hypothesis that "the fewer the members of an interest group, the Ilower
the level of government response to its demands,”™ as stated on page 38
was nullified in the case of the Chamber. It was demonstrated that
the fact that the Chamber is superior in terms of membership to other

groups with similar aims and objectives, as exemplified by KAM does

Io o
§sl|l I

hot mean that it 1is more effective. KAM, with a well-organised
membership, though very small compared with the Chamber, has proved an
effectlve spokesman of the industrial community. At the san» tin®,

however it was revealed that the Chamber has failed to recruit the



majority of individuals and companies engaged in business. Only about
5 percent of those eligible for membership have been recruited. The
majority of businessmen and industrialists have not been Involved in
the activities of the Chamber. They remain merely potential members.
Based on evidence from existing literature as corroborated by the
field findings, the Chamber®s effectiveness has been adversely
affected by its own internal disorganisation. Hypothesis number 1
that the higher the level of organisation of an interest group, the
higher the chances of the group realizing its objectives becomes
valid and therefore confirmed. The chapter examined the severe in-
fighting and power struggle that have rocked the Chamber in recent

years. Coupled with this is a low level of organisation.

It is unfortunate and a sad affair that the wrangles have persisted
within the ranks of this important body. The wrangles have distracted
the Chamber from its mainstream of being a body to cater for the
interests of the business community. It is also unfortunate that

these wrangles have marked the beginning of the new" decade of the

1990s.

Fourthly the responses of the government to the demands of the Chamber
was outlined in chapter Tfive. This was found to be dictated by
factors discussed in chapter two regarding ,the nature of the
government policy-making process. Inspite of the fact that the
government views Commerce and Industry as being vital to the economy
®nd recognises the legitimacy of the Chamber 1in representing the

interests of these sectors, the response it gives to these demands



have not always been favourable. This is partly due to the Tfailure of
the Chamber to represent Its demands more articulately and partly
because of the political culture prevailing in the country. Political
culture 1is here generally taken to mean peoples perceptions and
orientations towards politics in which case Kenya represents a case of
insufficient political participation. The government does not
necessarily believe that it can be advised or influenced by groups.
The structure of the policy-making process also pre-empts attempts by
groups to influence. The overall assessment therefore is that most of

the Chamber®s representations have not been favourably met.

The foregoing lead to the conclusion that the Chamber has been able to
realize only to a considerable extent, its stated objectives. While
it has been able to receive TfTavourable responses on some issues as

indicated, it has not yet received the same on others.

As alceady”~dndicated Ort<page.183y -tode Uiamher represents only a small
segment of the Kenyan business community. The reason fop.%his is not
entirely attributed to the Chamber, but also the fact that a great
deal of businessmen are oblivious to belonging to organizations

without guarantee of immediate gains. On 1its part, the Chamber has

not come up with a clear membership education programs? aimed at

recruitment.

The Ffield findings revealed the constant complaints by members on
specific issues, notably import licensing, export compensation,

interest rates. We conclude that this iIs so because the Chamber has



not Tfully tackled Issues to the extent that is required by the

members. While it is not possible to satisfy such members fully, it

is possible to do so for a great majority of them.

Finally, inspite of its achievements, we must point out that any
guarantee of successful Tfuture performance will greatly depend on the
Chamber, above all, avoiding wrangles and in-fightings which have
almost come to characterize it Thus for the Chamber to assume its
intended role as a viable organization managing the flow of influence

between the government and the business community, a set of

recommendations are suggested.

6.2 RECOMMENDATIONS

6.2.1 Recnnendatl nng fnr the Chamber

First and foremost, it is our view that for the Chamber to regain its
image as a worthwhile organisation, there is need for it to re-orient
its activities to reflect its stated objectives. In assisting the
government to 1improve the economic conditions for the country, the
Chamber needs to take a more active role in advising and encouraging
'
the government to focus attention and resources toward those
activities that will contribute to the growth of the economy. The

Pronouncements of development plans and sessional papers without

serious and sustained action have Qled to unsuccessful programmes.



Effective industrial and commercial activities will only happen with a
long term strategy Tfocused at providing a conducive atmosphere for
industry and its supporting activities. This calls for a strong
working relationship between government and the industrial and
commercial sectors as represented by the Chamber. It is by so doing

that the desired goal of economic growth can be achieved.

The Chamber must be vigilant 1in clarifying to, the government in
general, policies which interfere and frustrate objectives for growth.
Such an important task requires daily analysis and follow-up in order
to anticipate unsuspected shifts of policy and implementation such as
the new Act on Monopolies and Price Control dealt with 1in chapter
four. To be able to advise government on such issues as development
planning and management of the economy, the Chamber needs to undertake
serious studies to enable it present clear and articulate proposals.
Given that key decisions concerning economic policy are taken in the
city, the Chamber needs to organise properly at the headquarters and
adopt a strategic position from where it can present its wSse to the

government on legislative and administrative questions affecting

business.

With regard to trade promotion, the Chamber needs to initiate a
dialogue with the government aimed at Tfacilitating trade. Such a
dialogue should include co-operation between the “éovernment trade
promotion agencies like KETA and itself. In this way, a division of

labour might be envisaged according to which the trade promotion

organisations would be responsible for export marketing strategy and
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research. The Chamber would handle the day-to-day business of giving
information to exporters on foreign trade regulations and helping them
to establish contacts on markets abroad. Trade missions could be
organised Jointly by the government and the Chamber. There are other
important areas in which the Chamber can play a significant role on
behalf of its members. It can explore new markets for Kenyan products
and encourage Joint ventures with Tforeign Ffirms. Such ventures will
create employment as well as help the country earn the much required
foreign exchange. The organisation should endeavour to provide better
service to 1its members by providing the necessary information and
advice over business connections iIn overseas countries. It is a fact
that many businessmen in export-import business are yet to be
conversant with export documentation, processing and even procedures
of trade |licence renewals. All these areas are of paramount

importance to the Chamber members although they receive little or no

attention.

The Chamber should provide its members with information through
bulletins and/or monthly publications. Further, 1in order to keep
abreast of changes in legislation, business trends and development on
foreign markets, it is important for businessmen to participate in
courses and seminars. The Chamber may provide this by holding more

advanced training seminars either on its own or. Jointly with other

business associations, trade promotion agencies, universities or
n i
®anagement centres. Such courses can be financed by participant fee

and those that are deemed beneficial for the promotion of exports, for

eXampie, may be subsidised by the government. This 1is with the
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understanding that seminars are good 1incentives Tfor recruiting
members. Seminar documentation can also be sold to persons unable to
participate in the seminar itself. KHCCI has from time to time done

this though financial constraints hamper further Initiatives.

The Chamber should make the government realize that it is the
permanent representative of the business community whose views should
be heard. In some countries, notably the Federal Republic of Germany,
France and Switzerland, the constitution requires the government to
carry out consultations with chambers. * In order to exert any
influence, the Chamber needs to take the initiative of presenting its
views at the highest level possible before relevant legislation is
adopted. It should also distribute to its members texts of

legislative bills and government policy papers iIn order to keep them

up-to-date on important matters.

The Chamber®"s secretariat should be strengthened with a competent
cadre of staff. Its executive officer should be highly trained,

preferably with a wuniversity degree and practical experience in

business and administration. He also needs to know several languages
commonly used in International business circles. He should have legal
knowledge as well. All this 1is necessary because of the increasing

complexity of the business world which is also very dynamic involving

a lot of interactions and interrelationships.

The Chamber needs to be thoroughly familiar with the prevailing

economic situation. It must keep itself informed about its members”
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firms through regular questionnaire on their output, means of
production and types of operations. It should be computerising the
information it obtains so that it establishes a data base containing
facts about its members. This 1is happening in France and Switzerland
and also in French-speaking African countries like Ivory Coast and

Senegal .2 K5CCI should take up this challenge.

In many countries, a Chamber 1is a natural place for businessmen to
meet and exchange views through luncheons and dinners. The KNCCI does
this on a monthly basis. Our recommendation, however, is that for
such meetings to be more beneilcial to members, prominent people in
politics, government and business should address them and even answer
their questions. Besides serving to disseminate valuable information
to the participants, these events can function as a business club
financed by registration fees covering all expenses. KNCCI luncheons,

as the survey found out, have not been able to attract many members

mainly because they are expensive since members meet the costs.
) ) ) ) 74
Again, often uninteresting topics are on agenda. /

The changing economic conditions cause new problems and create new

tasks, necessitating shifts in emphasis in the work of the Chamber.

Only a less bureaucratic organisation can react rapidly and

efficiently to the exigencies of the changing conditions. A Chamber
.o

of Commerce cannot TfTulfil its objectives unless it is independent of

the state. It should not be seen as an extension of government policy

and administration but must have the independence necessary to put

forward the opinions and interests of the business communty. This
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notion also Implies that the state must not exert undue Influence on
the Chamber. The business community must be able to elect Its
representatives without outside influence. Elected leaders should

avoid petty squabbles and put members” interests ahead of their

personal or parochial interests.

Elected leaders should know that leaders come and go while
organisations remain. Therefore flexibility and willingness to change
when such change 1is due 1is good for an organisation. New and
innovative 1ideas are likely to come up and this dynamism is good for
an organisation. This should be a challenge to KNCCI which,
unfortunately has been led by leaders who are not only unwilling to
relinquish their posts even when it is clear that such course of
action is due, but also block attempts by others to get such seats.

It should not be a body where interests of the members are sacrificed

because of differences in the leadership.

Furthermore, expulsion of officials and their Tfirms /because of
diffeences in opinion, will not help Improve the management and
leadership of an organisation. Vhat ought to be done is to encourage
dialogue 1in order to solve any differences. Parties 1in dispute can
also use the Chamber Arbitration Tribunal set up in 1984.
.

Finally, as chambers, by Qlaw or tradition have at Ileast a semi”
official status, they cannot restrict their services to members only.
Host chambers based on voluntary membership like KNCCI regard non-

®embers as potential members to whom they must provide service as a
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membership incentive. Chambers of commerce are Tfurther ro”~rded by
the general public as a source of information on commercial natters
such as consumer protection, trade agreements and even prices of
commodities. KHCCI is challenged to render such services, within
their general budget, to non-members. In so doing it will seen
as a liaison organ between the community and the govenment. This is
the way it should be seen and not a body where interests of the

members are sacrificed because of differences In the leadership or

where personal scores are settled.

6.2.2 EalicjLJtecaijnse ndations

The government should create an environment conducive to the
activities of various interests so long as those activities are in
line with overall government policy. Because of the importance oi the
private sector, the government needs to change its strategy for
promoting the industrial and commercial sectors. Ihlis™nuld be done
/r
by a shift away from direct intervention to a supporting and
facilitating strategy. One way would be to involve those group
Initiatives that facilitate the development of the commercial and

industrial sectors.

The approach taken by governments in most developing countries has
been primarily interventionist. The results have been disappointing.
i

Programmes to sponsor private doctor growth through direct government

interventions have been very costly. Adopting a non-interventionist



strategy involves acknowledging that some functions are best performed
by the private sector and that government should limit its involvement
to areas where it has unique capabilities. As a Tacilitator, it is
better placed to create the appropriate environment in which

entrepreneurs can emerge, develop and grow.*

Government is uniquely qualified to provide infrastructure such as

transportation networks, electricity, water and communication. It is
in a position to enact monetary, TFfiscal, Ilegal and trade policies
which create a stable investment climate. The government should apply

policies consistently and uniformly to ensure fair and equal treatment
for all sectors and firms. It should also extend considerable
autonomy to entrepreneurs in their investment and managerial decisions

and allow for the activities of interest groups which enhance commerce

and industry.*

The government should realize that the private sector needs to be more
involved in promoting its own interests. In the past, /%here has been
much more reliance on the government to provide leadership and
direction for commercial development. This has changed. It should
accept opinion and views from groups such as the Chamber. It should
also consider legislation as a regulatory tool originating from the
institutions of society that represent various interests. It should
focus its attention and resources towards those activities geared
towards the improvement of economic conditions. There is need for a
long-term strategy focused at providing a conducive atmosphere so that

commercial activities are enhanced. This must be backed by a strong
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working relationship between the Government and Industry. This is
where the activities of such groups as KBCCI and KAM should be
considered. Their views should be included in the overall govenment
policy which should also aim at encouraging the greatest number of its

citizens to share in the benefits accruing from the development of the

economy.

Finally, it must be pointed out that the Commercial and Industrial
sector involvement in the development of the current resource base
must be more extensive because of the need for employment creation
between now and the year 2000. Kenya being dependent on private sector
to develop, new business intiatives which in turn <can provide
additional Jobs, major emphasis should be given to these sectors
through the right mix of government incentives. Further research
is needed to explore this area and come up with policy options
regarding incentives for the development of the sectors. The role of

private business organisations would be important in such an

endeavour.
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Appendix A.

Questionnaire lor Chamber Iteabera

A W N P

Member®s lame

Address

Mature of Business ... ... .. ieaann-.

(@ Vhat year did you,become a member?

(b) Vhat prompted you into membership?

Membership of the Chamber entails a wide range of benefits
including the organisation of trade missions, defending the
interests of members regarding such matters as trade licensing,
commodity prices, interest rates, import licensing, corporate
taxation etc. In your opinion what has been the Chamber-s

performance with regard to representing the members on these

issues?
Substantial eMinimal None
)] Trade Licensing
ii) Commodity Prices -7
iii) Import Licensing
iv) Corporate Tax
V) Interest Rates

vi) Local Authority Rates



10.

In which area would you like to see the Chamber taking the most

active role?

Have you ever felt that the Chamber did not seek a fair deal on
an 1issue of interest to you as a businessman or industrialist,

YES/HO. IT answer is YES, please name the issue(s) concerned

On the important question of Africanisation, do you think the
Chamber has been beneficial to the African businessman or

industrialist? YES/HO.

If answer is HO, what do you think has been the reason(s) for
this? (1)

The Chamber 1is a legal entity which strives to bring together
divergent business groups ranging from industrial, wholesale and
retail sector to the foreign trade sector and the services
sector. Do you 1in your opinion think that this posture affects

its overall effectiveness as the spokesman of/ business in

general? YES/HO.

Elaborate your answer

How many times in the last two years have you approached the

Chamber secretariat on any issue either personally or through

correspondence?

Personally Through correspondence Other

1 Hone

ii) Ho. of Times



AW

13.

14.

What kind of response have you been receiving?
only).
(@ Prompt

(select one

(b) Delayed action

(c) Ho action at all

Have you been enjoying easy access to the elected Chamber
officials? YES/HO. If answer is HO,

to?

what do you attribute this

On articulating members® interests to the Government, the Chamber

usually adopts one of the following tactics:

) Representation
(i) Proposals
(i) Memoranda
(v) Recommendation

Which ones are adequate?

Suggest any other tactic you think the Chamber should adopt

Which category of membership or type of business do you think the

Chamber has benefited most? 47
(@ Manufacturers ()] Distributors
(©) Wholesalers @ Retailers

(&) Indigenous businessmen
() Foreign intreprenuers

<g> All categories

List all the categories of business in order of which has

benefited most and which has benefited least.

@ e ®
© @
©® ) T
SO e



15.1)

16.

17.

18.

It is alleged that one of the problems the Chamber has been
facing Is internal leadership squabbles. Vhat is your opinion on
ThiS? e

Vhat do you think of the present Chamber leadership?

Among its objectives, the Chamber is designed to oppose
legislation and bureaucratic measures adversely affecting the
interests of Commerce and Industry. Would you say that the
Chamber has realised this objective? YHS/HO.

Elaborate your answer ... eeaiaaaan

To what extent would you say that Government policy in Kenya has
catered for the interests of the business community?

(@ To a very small extent

() To a very large extent

(c) To a considerable extent

(d To no extent at all Jr

(e |1 don"t know.

Would you say the Chamber has been instrumental in influencing
Government Policy in favour of business interests? YES/KO. If

Yes, 10 17

If not, why not?



19.

20.

21.

22.

23.

How often do you as a member get invited to participate in
Chamber functions such as monthly meetings, luncheons and
dinners?

(@) | have never been invited

() I"m invited occassionally

(© I"'m always invited

When you are invited, do you attend?

@) Always

(b) Occasssionally

(©) Hot at all

Vhich of the following do you view as the most important role of
the Chamber?
(@ Promoting trade (foreign and local)
(b) Offering practical business services to members
(©) Receiving problems of members and communicating them to
the Government.

(@ 1 don"t know.

The current compensation rate of exports stands at 20%. In your
opinion is this sufficient as an incentive? YESHO

If the answer 1is Ho, should the Chamber f~ght for a different
rate? YES/HO. If YES, what rate? _.__._._...._._...

The current procedure of processing and payment of export
compensation has been criticised for being slow and cumbersome
especially at the customs. According to you, 1is this view

correct? YES/HO.

Elaborate .. ... e e e e e e e eeaaaaaaan

Suggest two things the Chamber should do in order to make the

whole scheme easier (1) ..o oo



\

Are you satisfied with the present import licensing r”~gUjationg
or procedures? YES/HO. IT answer 1is HO, give reasong and
suggest Two ways which the Chamber could pursue in ord»r

it more acceptable.
Reasons (O)

Suggestions (i)

Do you support Price Decontrol? YES/HO.

Give reasons for your answer

Are you satisfied with the present Sales Tax? YES/HO.

Elaborate on your answer

Vhat is your feeling on the rate of Corporate Taxation Kenya?
(@ Too high ((®)) High

(©) Too low @ Low ,
¥nstlrut/oES?V*6oimwrl:idPtSanfs "sV""Ho-IDg
(@ Too high ((®) High,/

(c) Adequate @ Low

Do you have any opinion on the requirement that professional

practice must have Trade Licences? YES/HO.

IT YES, what is your opinion?



30.

31.

32.

33.

35.

Vhat, in your view has the ChaobOr done with regard to e”~S(ring
that manufactured goods Qre @I3tribut,ed African buslnesf*nwn ag
a way of increasing the share DFf Afrlcolis In the coVjntry"s
economy?

(@ Hothing <b> Very little

(© Fairly much <d> A great deal

Vhat is your reaction/Suggestic?n on the need for Chamber
functions such as monthly luncheon” and dinners?

(@ Very necessary (b) Unnecessary

(©) Should be extended to branched
(d Ho comment

Do you have any suggestion as t<? how these functions cculd

improved? YES/I0. IT YES, explai**

Are you or have you ever served on any comn,lttee of the Cb~™aber?
YES/I10.

Vould you be prepared to serve on "ny committee if asked tc™
YES/I10.

If YES, which one

If HO, why not

Vhat new services would you the Chamber to introduc”™ fiIS

priority for the coming years? N

"TeeoteteeH ® eccece

Do you 1in your opinion think that there are Tforces exterdal ~*
the Chamber which inhibit its effec™”veness”™ JTES/HO.

If answer is YES, identify of ~hem.
(€



36.

37.

38.

Da you think that the Chamber serves
and those in the national

If answer is BO,

Vhat

the members at the branches
i

HQ equally? YES/BQ.

why do you think so?

is your overall assessment of the Chamber as the spokesman

of the business community?

@
®
©
@

A very ineffective spokesman
A very effective spokesman
It has worked marginally

I don"t know

Do you have any other comments?



Appendix B.

Questionnaire for Chamber Officials

6.

Official™s Position ... ... .. .o eeaannn Sex

Education

How long have you been in your present post?

Briefly, describe your accession to the present position.

Please give a brief description of the role you play in the
Chamber

A
Members of the Chamber have specific demands for services. Vhat
are some of these services and how far has the Chamber worked to

satisfy the members® demands?

How would vyou describe the Chamber®s relationship with the

Government?



10.

11.

The experience of many countries proves that co-operation between
Government trade promotion activities and local Chambers of
Commerce results In better utilization of both their resources.
Is this true of the KICCI and the Government? YES/MO.

Elaborate on the answer

In one of its publications (Ufanisi, pg-4) the Chamber denies
being a political organisation but says that Economic activity is
often affected by political action and therefore that one of its
functions is to consider and respond to the effects of political
action on Economic activity. Doesn"t this seem to be a
contradiction? YES/HO.

Explain

Vhat are the Chamber®s sources of income?

Which, from among these would you say is the most important

posture of the KSCCI?
(1) Pressure Group

(@ Mass Novement

<

(3 Private Limited Company
(@ A Public Organisation
(5) Any other, specify.

It has often been alleged that the Chamber is such an amorphous
organisation whose effectiveness is hampered by its attempt to
represent diverse and often conflicting interests, eg.

Manufacturers, Bankers, Farmers, Retailers etc. Briefly comment

on this view



12. How does the Chamber articulate and make known its views to the

Government?
) Through the Press
an Meetings with relevant authorities

(iii) Proposals/Xeraoranda

(iv) Any other, specify (

13. Does the Chamber seek to influence the following? If so how?
©O) MPs
an Minister of Finance
(iii) Central Bank
(iv) Ministers of Commerce/Industry

(W) Any others, specify

14. Vhat does the Chamber consider to be its most important arm of
the Government where to lobby for members?
) Ministers of Commerce and Industry
(i) Ministry of EconomicPlanning
(iii) Minister of Finance
(iv) Central Bank
(W) Any other, Specify Y

15. Does the Chamber appeal (or petition) to the President on issues

of its concern? If so, under what circumstances?



16. Vhat can you say has been the response of each of the following
to the Chamber®"s requests or demands?

Prompt hearing Ho hearing delayed action

Ministries of

Commerce/Industry

Treasury

Ministry of Economic

Planning

Central Bank

17. Have there been cases of non-response from the authorities?

YES/10. If answer 1Is YES, what does the Chamber do In such

circumstances?

18. As the Chamber works for the entire business community In Kenya,

how does It relate with other more specialised associations, like

the following:

AssQclatlQa Response

(i) Kenya Association of Manufacturers

(ii) Insurers Association

(iii) Kenya Hational Farmers Union

(iv) Architectual Association of Kenya

(v) Kenya Institute of Engineers (1EK)



19.

@

Is there any working arrangement on co-operation and/or
coordination between the Chamber and other specialised

associations, Tfor example,

KICCI 4 ASSQCIATIQI Vorklng Arrangement

KAH 4 KICCI

(ii) K.1.F.U. 4 Kiccl

(i1 1)HOTELKEEPERS 4 KICCI

(iv) TAXI CAB ASS. 4 KICCI

20.

21.

22.

In what way can you say the Chamber is a recognized parterner in

the Development process?

Does the Chamber work in cooperation with other groups, for
example K.A.K in trying to Influence the Government? YES/I10.

If answer is YES, Elaborate

Are there times when the Chamber has been or felt powerless in
the effort to realize its objectives? YES/HO. Elaborate the

answer



23.

24.

25.

26.

27.

28.

29.

Give a brief organisational structure of the Chamber.

Is this structure the most suitable in terms of facilitating the
tasks of the Chamlber? YES/BO.
If BO, explain

Do past immediate officials of the Chamber play any role in

Chamber activities? YES/BO. If answer is YES, Elaborate

Are there occasions in the past when the Chamber has failed to
live up to its constitution, for example annual general meetings?

YES/BO. If YES, explain and state the problems that Ilead to

Are there other problems the Chamber faces that hamper its

effectiveness? YES/BO. If YES, state Uwa. of them. /-
) T

How does the Chamber get informed of current economic issues?

Does the Chamber serve non-members? YES/BO. If YES, how?



30.

31.

32.

33.

35.

36.

Is the Chamber affiliated to any bigger international body or
bodies concerned with trade and industry? YES/10. If YES, name
them

Does the Chamber play any role within the Preferential Trade

Area, PTA? YES/IO. If YES, elaborate

Does the Chamber play any role in ensuring that industrial and

commercial practices in Kenya conform to international standards?

YES/10. If YES, elaborate

How would you assess the Chamber®s activities over the last 5

years?

As the Chamber has recently celebrated its Silver jubilee, what
would you say has been its most important achievement”?

Does the Chamber assess the views of Its members? YES/10. It

answer is YBS, elaborate

Does the Chamber educate the members ana potential makers of the

services it offers? VYES/IO. Elaborate on the answer-



37. Does the Chamber encourage

importation of raw materials? YES/BO

IT answer is 10, why not? If YES, elaborate.

38. Vhat 1is the Chamber®s reaction to the fact that nails will

now
have to be imported?

39. Vhat role do the Chamber branches play and how do they relate to
the Centre? e e e
40. Do officials from the Headquarters visit the branches? YES/BO.
If YES, how often?
(@ Often
(b) Very often
(©) Rarely
(d) Sever
IT 10, Why NOt? Lo e e e aecaecaacaaaaaaaaaan
41. Vhat would you say are the major priorities of the Chamber in the
years ahead? lame three:
)
[ ) 2
LT T
42.

Any other comments?



