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Introduction
Welcome to the quarterly Kenya Association of Manufacturers (KAM) Manufacturing Sector

Barometer Report, covering April, May and June 2025.

The Barometer:
e Offers a quarterly snapshot of trends shaping Kenya’s manufacturing sector.
e Reviews performance over the past three months and future expectations for the next
six months across seven key areas, namely: economic performance, manufacturers’
business outlook, operating capacity levels, cost and sources of industrial input, workforce

changes, investment trends and business growth constraints.

The views presented are based on the perspectives of manufacturers within the membership

database of the Kenya Association of Manufacturers (KAM).

Highlights

e Economic Outlook: A majority (53.3%) of manufacturers expressed a negative outlook on
the economy, attributing it to high taxation, low demand, illicit trade, and political instability.

e Business Outlook: 7.1% of manufacturers were optimistic about growth in the next 6
months; while 42.6% remained pessimistic citing low demand and high operational costs.

e Cost of Inputs: 76.9% of manufacturers reported rising raw material costs driven by taxes,
freight charges, and global geopolitical tensions.

¢ Sourcing Inputs: Majority of the manufacturers rely on both local and international markets,

with India, China and USA among key suppliers. Quality and cost were top sources.



e Barriers to Growth: The most likely barriers to growth for the sector in the next six
months include high taxation (83.3%), low demand (83.3%), regulatory uncertainty (75%), and

unhealthy competition (50%).

I. Sector Demographics
The respondents surveyed were drawn from the following key sectors within the membership

database of Kenya Association of Manufacturers (Figure |).
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Figure I: Sector Demographics
Source: KAM

2. Views about the Kenyan economy

In Q2 2025, the majority (53.33%) of the manufacturers surveyed held a negative view of the
country’s economic outlook, indicating a challenging business environment (Figure 2). This signals
reduced investment, lower production and limited growth for the industry.

Figure 2: Perception about the Kenyan economy
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3. Manufacturers’ business outlook for the next 6 months (July - December 2025)
The business outlook for July — December 2025 remains uncertain. While 50% of manufacturers
hold a neutral view, only 7.14% are optimistic, and 42.6% remain pessimistic, pointing to concerns

of potential stagnation in sector growth (Figure 3).

Figure 3: Manufacturing business outlook
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4. Level of purchase order
In Q2 2025, manufacturers reported varying levels of purchase orders (Figure 4). Specifically,
7.14% experienced more-than-normal purchase orders, 28.57% reported normal levels, and a

majority (64.29%) indicated less-than-normal purchase orders- reflecting weak market activity.

The less than normal level of purchase was
attributed to the following factors:
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Figure 4: Level of purchase order
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5. Level of operating capacity
About 15.38 % operated near full capacity, 23.08 % at three-quarters, 31.77% at half, and another
31.77 % at around a quarter of their installed capacity.

Figure 5: Firms’ operating capacity The main reasons for firms operating
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Source: KAM Manufacturing Barometer Survey

6. Cost of industrial input
In Q2 2025, most manufacturers (76.92%) faced higher raw material costs, while a smaller share

(23.08%) experienced stable prices (Figure 6).

The increase in the cost of industrial inputs
Figure 6: Cost of industrial input in 2025 Q2
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7. Source of industrial inputs in Q2 2025

About 77% of manufacturers source inputs from both local and international markets (Figure 6).
Key international suppliers include Korea, India, UAE, France, USA, Turkey, South Africa, Europe,
Asia, Mozambique, Malaysia, Egypt, Ethiopia, Tanzania, and South America. These findings
emphasize the need to strengthen local supply chains to reduce import dependence, boost
resilience, and enhance competitiveness.

Figure 6: Source of industrial inputs
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8. Factors influencing sourcing of industrial inputs from the listed countries
Most manufacturers surveyed identified quality (69.23%) and cost (61.54%) as the main
factors influencing their sourcing decisions. Other considerations included lead time,
supplier location and sustainability, which other factors accounting for 23.08% (Figure 7).

Figure 7: Factors influencing Sourcing of industrial input
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9. Cost of final products
In Q2 2025, about 53.85 % of the manufacturers anticipate a price increase for their manufactured
goods, while 30.77% expect price stabilization, (Figure 8).

Figure 8: Cost of final products
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10. Export destination of the manufactured goods
The top destinations for Kenyan manufactured goods include COMESA, EAC, Europe, USA,
Belgium, Tanzania, Uganda, Rwanda, Netherlands, DRC, Burundi, South Sudan and UAE.

I I.Change in workforce
Most manufacturers expect their workforce to decline over July — December 2025, while 33.33%

anticipate stability (Figure 9).
Figure 9: Plans to resize the workforce over the next six months
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12.Plans for investment in Q2 2024
In Q2 2025, 37.5% of manufacturers planned new initiatives for the next six months, while 62.5%
are holding back (Figure 10).

Figure 10: Plans for investment over the next six months
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I3.Speed breaks to business growth
Over the next six months (July — December 2025), the most likely growth barriers for the sector
include Taxation policies at 67%, unhealthy competition and regulatory uncertainty at 60%, low

demand at 47%.

Figure 11: Speed breaks to business growth
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Source: KAM Manufacturing Barometer Survey



SURVEY SCOPE
Who: Members of Kenya Association of Manufacturers (KAM)
Period covered:  April — June 2025

KAM manufacturing sector barometer is a quarterly online survey conducted by the KAM
research team and targets senior executives/managers in the manufacturing sector under the

Association’s membership. The next edition of the barometer will contain data gathered from

July - September 2025.

For enquiries & feedback, contact us on info@kam.co.ke
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