17

Industrial Transition and Strategic Adaptation

in Kenya’s Automotive Sector:
Insights from the Toyota Kenya Case

Mihail Marinov, Zane Ritchie, Peter Kithae

2 B

ARE(G, T _FPEBBEXORRBIZICHS LT, BEH - FFH - HIEHNERD )
MNCRBEDEBBHILEZEN SFR o) BEFBUEENDBIT LA L TLSNERR SIS
T2ICEBNCET 5, BRSAMEDHEZRABL, h35 « T ZPEPOICERE
&, HichE, RHBER AMBROIUMSHBZABNICHTLIZ, TDORBR, 7=
P DEFEEEIEAL U THABRICIEKFIT SHEILPLOBEEZRFL TV —AT,
KEEIRBEDREMBO Y 75—V =T v hOIEKR, T4 —5—F v MI—DDifEZT®
U TERBENTERNELERIT TS CEDNRSNL, SREPBBEE L DREFN
H#, BEROMFME WS TZREIFE DD, ]IS LNV TRANERTEAPEERE G
EEBCITIHEMBICHERL TS, AMEL, JO0—/VLHHIEHEICIKET S3E
BICHTEEBITTOEMMEZRL, 77 HREEDBEIMLICHITTZEIENNR =12
H#93,

F—O—N: BBEEE EXL UISAFI—2, AVER, TZPREE FHEmS

1. Introduction

The automotive industry is widely recognized as a cornerstone of industrial and eco-
nomic transformation, capable of stimulating manufacturing, technology transfer, and
employment across multiple sectors (Schrank, 2016; Oqubay, 2025a). In developing econo-
mies, the establishment of a robust automotive sector often represents a crucial step
toward industrial diversification and self-reliance, given its strong backward and forward
linkages with steel, electronics, logistics, and services (Donaldson, 2006). Kenya, situated

at the center of East Africa’s transport and trade network, has long aspired to build a
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domestic automotive industry that can both serve local demand and compete within
regional markets. Yet despite this ambition, the country continues to rely heavily on
vehicle imports and semi-assembled kits rather than fully manufactured automobiles,
reflecting patterns observed across much of Sub-Saharan Africa (Sseppuuya, 2020). The
current structure of the sector reflects an uneasy balance between external dependency
and local capability, mirroring broader patterns of industrialization in the Global South
(Qobo & Le Pere, 2017).

In recent years, the Kenyan government has sought to reposition the country as a
regional automotive hub through a series of public-private initiatives and collaborations
with multinational manufacturers (Wolff, 2021). Among these, Toyota’s operations in
Kenya occupy a particularly prominent role, representing both a test case for industrial
localization and a benchmark for foreign-led investment in African markets (Marinov,
2024a). These developments have taken place against a backdrop of significant challenges,
including fluctuating exchange rates, high import duties, limited local supplier capacity,
and underdeveloped infrastructure (Nnyanzi et al, 2022). At the same time, consumer
demand for vehicles — particularly used cars — continues to expand, reflecting the com-
plex interaction between policy aspirations, market behavior, and industrial constraints
(Schrank, 2016).

The study seeks to explore the current configuration and prospects of Kenya’s auto-
motive industry through an examination of its production processes, supply chains,
market structures, and workforce development systems. By focusing on these intercon-
nected aspects, the research aims to provide a grounded understanding of how Kenya’s
automotive sector operates within the global and regional economy. The findings offer
insight into the everyday realities of automotive operations, revealing how global manu-
facturing systems intersect with national policies and local market dynamics, a gap that
remains underexplored in existing studies of African industrialization (e.g., Donaldson,
2006; Schrank, 2016).

The central question guiding this study is: How do structural, economic, and institutional
factors continue to shape the transition of Kenya's automotive sector from basic vehicle assem-
bly toward sustainable manufacturing? This question is examined through a detailed analy-
sis of production practices, supply chain dependencies, fiscal policies, and labor
development frameworks, which have been identified in prior research as key determi-
nants of industrial upgrading in late-industrializing economies (Oqubay, 2025a, 2025b;
Schrank, 2016). The study also considers the implications of these dynamics for Kenya’s
long-term industrialization goals and capacity to localize value creation within the auto-
motive industry.

Understanding these issues is essential not only for assessing Kenya's industrial
performance but also for situating the country within broader debates about manufactur-

ing in the Global South. The automotive sector offers a revealing lens through which to
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analyze the challenges of technological upgrading, the role of multinational corporations,
and the persistence of structural dependency in developing economies (Qobo & Le Pere,
2017; Sseppuuya, 2020). The insights generated here contribute to the growing literature
on industrial policy, supply chain governance, and regional economic development in

Africa.

2. Literature Review

Research on industrialization in Sub-Saharan Africa increasingly positions the auto-
motive industry as both a barometer and a catalyst of manufacturing transformation.
Scholars have long emphasized that automotive production tends to be a cornerstone of
late industrialization because of its capacity to generate backward linkages, stimulate
technology transfer, and anchor value-chain integration. Across Africa, countries such as
South Africa, Morocco, and Nigeria have been the primary focus of this literature, while
Kenya’s trajectory has received comparatively limited attention. Yet Kenya’s ambition to
develop a domestic automotive industry within the East African Community (EAC)
presents a revealing case of the opportunities and constraints that define African indus-
trial policy today.

The seminal study of Donaldson (2006) remains foundational in identifying systemic
barriers to product innovation and local manufacturing. He argues that design processes
in Kenya are restricted by infrastructural, institutional, and financial limitations, which
prevent firms from transitioning from assembly toward original manufacturing. This
early empirical insight continues to frame much of the discussion about Kenya’s industrial
capability in the automotive and engineering sectors.

More recent research has examined how multinational automotive manufacturers
adapt global production standards to Kenyan market realities. Marinov (2024a) conducted
a case study of a Toyota contract manufacturer's assembly plant in Kenya (located in
Mombasa), documenting how global production systems are localized through supply
chain integration, technical training, and CSR-driven community engagement. The study
shows that local adaptation strategies — such as sourcing interior components domesti-
cally, developing in-house technical training programs, and introducing marine manufac-
turing units — enable Kenya to align with global manufacturing quality while addressing
local consumer and infrastructural constraints. This empirical evidence expands the
earlier theoretical insights of Donaldson (2006) by illustrating how the tension between
global efficiency and local responsiveness unfolds in practice within Kenya’s automotive
industry.

Broader analyses of African industrialization contextualize Kenya within a continen-
tal struggle to overcome structural dependency. Ledeneva et al. (2020) emphasize that

late-industrializing economies must simultaneously manage globalization pressures and
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domestic capacity deficits. Similarly, Sseppuuya (2020) argues that economies such as
Kenya exhibit fragmented production systems dominated by foreign assembly plants
rather than integrated manufacturing bases. These studies collectively point to an endur-
ing imbalance between policy ambition and structural capability.

Recent contributions extend this discussion to Kenya’s industrial policy environment.
Wolff (2021) interprets Kenya’s industrial policies as shaped by global trade hierarchies
and donor conditionalities. The analysis in that paper demonstrates how Kenya’'s attempts
to build domestic industries often collide with transnational market forces, an argument
directly relevant to the automotive sector’s dependency on imported components and
multinational partnerships.

Additional evidence comes from research that situates Sub-Saharan countries within
a comparative policy framework. For example, Schrank (2016) observes that automotive
policies in a number of Sub-Saharan countries historically emphasized export orientation
while neglecting local content requirements, a divergence that has constrained domestic
supplier development. This finding reflects regional patterns of dependency observed in
Nigeria and Ghana’s automotive sectors (Atime & Ugwueze, 2025).

Complementing these policy analyses, Marinov (2024b) provides an operational per-
spective on the adjustment of lean production and just-in-time systems within African
manufacturing environments, demonstrating how lean principles are fundamentally recon-
figured in developing market contexts. Building on his previous research at the same
facility, Marinov (2024b) argues that contrary to high-volume plants that rely on synchro-
nized supply chains and automation, the plant that assembles cars for Toyota in Mombasa
operates a hybrid model out of necessity. It blends flexible, skilled-labor-intensive job shop
methods for early-stage assembly (e.g., chassis welding, painting) with standardized
assembly line techniques for final assembly. These findings are vital in understanding
how African automotive plants internalize and reinterpret the Toyota Production System
to align with regional realities, offering an operational complement to the institutional and
policy-oriented analyses provided by Schrank (2016).

Infrastructure and technological readiness are also recognized as critical enablers of
industrial performance. Nnyanzi et al. (2022) provide quantitative evidence linking infra-
structure investment to manufacturing output across African economies. Their findings
underline that physical connectivity and energy reliability remain pivotal constraints in
Kenya’s attempt to scale from assembly to production.

At the firm level, studies such as Andersen et al. (2021) illustrate emerging attempts
by Kenyan firms to adopt sustainable manufacturing and circular economy practices.
While not focused solely on automotive production, their research reveals how Kenyan
enterprises are experimenting with resource efficiency and green innovation within a
context of limited industrial infrastructure. In relation that and from a regional policy

perspective, Oqubay (2025a, 2025b) provides comparative frameworks for understanding
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Kenya’s position relative to more advanced automotive exporters such as Morocco and
South Africa. The analysis shows how coherent industrial policy, supported by export-
oriented clusters, has been decisive in achieving competitiveness — conditions still evolv-
ing in Kenya'’s case.

Parallel debates concerning global value chains also illuminate Kenya's challenge.
Qobo and Le Pere (2017) argue that insertion of African states into global production
networks often deepens dependency rather than enabling technological upgrading. Al-
though not directly concerned with Kenya, their analysis suggests that Kenya’s automo-
tive sector, dominated by foreign assemblers, exemplifies this dependent integration.

Studies of industrial clusters further enrich this discussion. Taura and Watkins (2014)
assert that Kenya’s Nairobi metalworking cluster is a source of informal innovation and
skills diffusion. Their findings demonstrate that despite institutional weaknesses, Kenya
possesses localized technical expertise that could support broader industrialization if ade-
quately linked to formal production systems. And the intersection between digital trans-
formation and industrial policy is addressed by Bongomin et al. (2020). Their work
accentuates the necessity for East African economies, including Kenya, to leverage digital
technologies and automation to modernize industrial processes. However, such innovation
is constrained by limited digital infrastructure and human capital readiness.

Taken together, the relevant literature shows that Kenya’'s automotive industry is
emblematic of a wider African developmental paradox: the coexistence of industrial
ambition with structural dependency. Existing research has mapped the policy,
infrastructural, and institutional dimensions of industrialization but has provided limited
empirical insight into how these dynamics play out within specific firms and supply
chains. This research contributes to the literature by offering a grounded, micro-level
understanding of Kenya’'s automotive ecosystem, extending beyond policy frameworks to
capture the lived realities of production, supply, and labor organization. While earlier
studies (e.g, Donaldson, 2006; Schrank, 2016) have examined constraints at the
macroeconomic or policy level, few have explored how these constraints manifest in the
everyday functioning of the automotive sector. This study also provides fresh evidence on
the relationship between multinational strategies, local supply chain fragility, and work-
force development, linking these dimensions to Kenya’s industrial policy ambitions. By
situating empirical findings within established theoretical debates on dependency, indus-
trial upgrading, and capability formation, this research advances understanding of how

industrialization unfolds in practice within emerging economies such as Kenya.

3. Methodology

This study employs a qualitative case study design to examine the structure, practices,

and strategic orientation of Kenya's automotive industry, with a particular focus on
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Toyota Kenya and its affiliated brands. The case study approach was chosen to enable a
deep exploration of complex, context-specific processes that cannot be adequately cap-
tured through quantitative measurement alone. As Yin (2014) argues, qualitative case
studies are especially suited to research that seeks to understand phenomena within their
real-world context, where boundaries between the phenomenon and its environment are
not clearly defined. Such a methodological orientation allows for the integration of multi-
ple data sources and perspectives to generate a nuanced understanding of industrial

behavior and organizational strategy.
3.1 Data Collection

While the introduction section presents four analytical perspectives — production
practices, supply chain dependencies, fiscal policies, and labor development frameworks —
these perspectives are operationalized in the present study through more concrete empiri-
cal topics used in the data collection. Specifically, production practices are examined
through questions on manufacturing processes and local sourcing initiatives; supply chain
dependencies through supply chain operations; fiscal policies through taxation challenges;
and labor development frameworks through labor training practices. In addition, competi-
tive positioning was included as a supplementary theme to capture firm-level strategic
responses that intersect with these four analytical dimensions.

Data were collected through semi-structured interviews and observational visits con-
ducted in February 2025. The primary interview lasted approximately one hour and
involved two participants: a mid-level manager from the component logistics department
of Toyota Kenya, who had 14 years of experience working within the company, and an
industry insider familiar with Toyota’s strategic positioning and expansion plans in
Kenya. The interview was designed to elicit detailed insights into supply chain operations,
manufacturing processes, local sourcing initiatives, taxation challenges, labor training, and
competitive positioning. Open-ended questions allowed the participants to elaborate on
their professional experiences and organizational knowledge, thereby revealing internal
operational dynamics that would be inaccessible through secondary data alone.

In addition to the interview, the authors conducted on-site visits and informal discus-
sions at Toyota-affiliated dealerships. These visits included two 30-minute discussions
with employees at Suzuki and BYD dealerships, both of which operate under Toyota
Kenya’'s corporate umbrella. These interactions provided supplementary insights into
day-to-day dealership operations, customer engagement practices, and the coordination of
brand management within the Toyota ecosystem. Observations during these visits
focused on the integration of different vehicle brands within shared dealership infrastruc-
ture and the consistency of operational procedures across the network.

While the one-hour interview with the mid-level Toyota Kenya logistics manager and

the industry insider constitutes the primary data source, the brief informal discussions
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with dealership employees provided additional contextual insights. These informal discus-
sions are not treated as full interviews but as supplementary observational data that

helped to triangulate and enrich the primary accounts. Table 1 summarizes the qualitative

data collection conducted for this study.

Table 1 Summary of data collection

Item

Description

Research method

Semi-structured interview and informal on-site discus-
sions

Date of primary interview

February 17, 2025

Duration of primary interview

Approximately 60 minutes

Location of primary interview

The Management University of Africa, Nairobi (Kenya)

Participants (primary interview)

Mid-level manager in the component logistics depart-
ment of an automotive firm (14 years of experience)
and an industry insider knowledgeable about automo-
tive strategy in Kenya

Date of supplementary discussions

February 19, 2026

Method of supplementary data collection

Informal discussions during dealership visits

Duration of supplementary discussions

Approximately 30 minutes each

Authorized Suzuki and BYD dealerships operating

Locations of supplementary discussions . .
PP v under the Toyota network in Nairobi, Kenya

Language English

Data recording Audio recording and verbatim transcription

3.2 Data Analysis

The collected data were analyzed using thematic analysis, an approach suitable for
identifying and interpreting recurrent patterns within qualitative data. Following Braun
and Clarke’s (2006) model, the analysis proceeded through iterative coding, theme genera-
tion, and interpretive synthesis. Key themes emerged centered around six core areas cor-
responding to the findings: (1) assembly versus manufacturing, (2) supply chain
dependencies, (3) taxation and affordability, (4) labor training, (5) aftermarket culture,
and (6) market positioning. Codes were inductively derived from the data rather than
imposed a priori, ensuring that interpretations remained grounded in participants’
accounts.

Triangulation was achieved by comparing data from the interview, dealership discus-
sions, and field observations to identify points of convergence and divergence. This multi-
source approach enhanced the reliability of the findings and mitigated the limitations
inherent in relying on a single data source. The interpretive process was reflexive,

acknowledging the positionality of the authors and ensuring that emergent insights were
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critically contextualized within Kenya’s broader industrial landscape.
3.3 Theoretical and Methodological Rationale

The choice of a qualitative case study design is justified by the study’s focus on under-
standing how and why Kenya’'s automotive industry operates as it does, rather than
simply describing what happens. According to Yin (2014), case study methodology is
particularly effective when researchers seek to uncover the mechanisms of complex social
or organizational systems. These mechanisms are embedded in context and influenced by
multiple interrelated variables. In the Kenyan automotive sector, factors such as govern-
ment policy, multinational strategy, market demand, and infrastructure all interact to
shape outcomes. Quantitative methods alone would fail to capture these nuances, whereas
the qualitative case study enables a holistic and interpretive examination of these interde-
pendencies.

The qualitative case study framework was considered appropriate for this research for
several reasons. First, the Kenyan automotive sector represents a dynamic and multifac-
eted field in which industrial policy, multinational corporate strategy, and consumer be-
havior intersect. Capturing these interdependencies requires a design that prioritizes
depth over breadth. Second, the case of Toyota Kenya offers a revealing lens through
which to observe broader industrial dynamics, as the company occupies a dominant posi-
tion in Kenya’s vehicle assembly, distribution, and service sectors. The case study
approach enables the researcher to explore how strategic, logistical, and operational deci-
sions at a firm level reflect and respond to national and regional industrial conditions.
Third, the research is interpretive in nature, seeking to elicit meaning and understanding
from participants’ perspectives rather than to test predetermined hypotheses.

Thus, this methodological approach provided a flexible yet rigorous framework
through which the study could explore Kenya’s automotive industry in depth. By combin-
ing structured inquiry with open-ended exploration, the case study design allowed for rich,
contextually embedded insights into how Toyota and its affiliated networks navigate the
operational and institutional landscape of automotive production and distribution in

Kenya.

4. Findings

The findings presented in this section are drawn primarily from the one-hour inter-
view with the Toyota Kenya logistics manager and the industry insider (referred to in this
section as participants, interviewees, and respondents). Supplementary insights from the
short, informal discussions with employees at Suzuki and BYD dealerships are not
reflected in this section. They are incorporated in the discussion section (section 5) of this

paper for additional context to the core themes.
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4.1 Assembly Versus Manufacturing: The Production Gap

Detailed insight into the status of automotive assembly operations in Kenya were
provided, highlighting the distinctions between semi-knocked down (SKD) and com-
pletely knocked down (CKD) approaches. The participants described how vehicles are
largely imported into Kenya either as fully disassembled Kkits or in partially assembled
form. In the SKD model, imported components arrive in relatively complete units, requir-
ing only limited assembly on Kenyan soil. This was characterized as a process where
workers are primarily responsible for tasks such as tightening bolts and attaching pre-
manufactured modules. It was noted that this approach limits the level of industrial
engagement in Kenya and places local operations closer to simple assembly rather than
genuine manufacturing.

The CKD model was described as more demanding, requiring vehicles to be brought in
as disassembled parts that need to be reconstructed in-country. According to the partici-
pants, this method involves building the car “from the ground” in Kenya and necessitates
a larger role for Kenyan labor. However, the discussion revealed that even in CKD opera-
tions, most critical parts still originate from abroad. Kenyan suppliers, according to the
interviewees, do not currently produce the essential components required for CKD opera-
tions to evolve into full-scale vehicle production. One participant bluntly noted that
“Kenyan suppliers do not have all the parts,” making it necessary to continue importing a
wide range of components. Another added that while items such as seat covers or floor
mats can be locally manufactured, subsystems such as engines and transmissions remain
entirely dependent on foreign production.

The conversation further reflected the vision of moving beyond CKD into actual
manufacturing, an ambition tied to collaboration between the Kenyan government and
Toyota. According to one interviewee, there was a major agreement reached in the previ-
ous year aimed at expanding Kenya’s role in the production process. The ambition is to
shift from merely assembling imported kits to producing most of the parts within Kenya
itself. Yet, the participants acknowledged that achieving this goal is highly challenging.
They emphasized that to reach the level of full-scale manufacturing, Kenya would need to
establish specialized plants dedicated to engines, transmissions, and other subsystems.
One respondent listed these as essential facilities without which Kenya could not claim to
have a truly domestic automotive industry.

The discussion also revealed that at present, there is no independent factory in Kenya
that manufactures vehicles from start to finish. One participant observed that while
Toyota maintains assembly facilities, these do not equate to full-scale plants producing all
vehicle subsystems. Instead, assembly plants are limited to combining imported parts with
a few accessories sourced locally. Another respondent stressed that other sectors, such as

those involving trucks, remain separate and specialized, further illustrating that
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automotive activities in Kenya are highly fragmented rather than integrated into a com-
prehensive manufacturing base.

The participants made comparisons with international practices, noting that full-scale
manufacturing requires not only assembling vehicles but also developing the capacity to
produce and integrate critical parts domestically. As it stands, Kenya’s automotive activi-
ties remain dependent on imports from Japan and South Africa, supplemented by minimal
local contributions. While there is an expressed vision to transform this model into one
where Kenya manufactures its own parts and builds cars from raw components, the inter-

viewees consistently emphasized that such a transformation has not yet materialized.
4.2 Supply Chain Constraints and International Dependencies

The participants drew attention to several challenges and dependencies in the Kenyan
automotive supply chain, with emphasis on the sourcing, delivery, and storage of vehicle
parts. The respondents described how fluctuations in the foreign exchange market, par-
ticularly with the U.S. dollar, pose recurring problems. One participant explained that the
changing value of the dollar directly affects the pricing of imported parts, which in turn
complicates the process of convincing customers to accept price adjustments. According
to this perspective, sudden currency shifts disrupt pricing structures and contribute to
uncertainty in the car parts business.

Another recurring theme in the discussion was the issue of taxation applied to im-
ported parts. The participants indicated that automotive parts entering Kenya are subject
to significant tax levels, with figures mentioned around thirty percent of the retail price.
This taxation, layered on top of currency-related increases, was described as a factor that
elevates costs in the local market and impacts both suppliers and customers.

When asked about the sourcing of parts, the interviewees noted that while Kenya
maintains stocks of commonly needed items, shortages occasionally occur. In such cases,
delivery of a replacement part can take up to fourteen days. One participant specified that
parts not immediately available locally are typically supplied from South Africa, which
functions as a major distribution point for the region. This was further supported by
accounts of items being routed through South Africa before reaching Kenya, with one of
the respondents clarifying that air shipments from South Africa to Kenya are used when
urgency requires. Other parts, particularly larger shipments, arrive from Belgium, identi-
fied in the conversation as a significant source location. The interview thus pointed to
multiple points of origin, with Japan, South Africa, and Belgium forming the principal
supply routes.

The method of transportation was also described in detail. Certain parts are brought
in by air, while others are shipped by sea. The choice of transportation mode depends on
urgency and the type of component involved. According to the respondents, more expen-

sive and high-priority parts, especially those needed for critical repairs such as engine-
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related components, are sent by air despite the higher cost. By contrast, bulky components
and those without urgent demand typically arrive by sea, a slower but more cost-effective
option. One participant explained that during the COVID-19 pandemic, delays became
particularly evident at airports, where parts destined for Kenya were held for long periods
before clearance. This created disruptions for customers awaiting urgent deliveries and
revealed the vulnerability of the supply chain to external shocks.

The conversation also revealed that logistics planning in Kenya must contend with
variable demand. The respondents acknowledged that it is difficult to predict precisely
which parts will be needed at any given time, resulting in occasional stock-outs. While
dealerships do maintain inventories, they cannot always anticipate sudden spikes in
demand for specific components. As a result, customers sometimes face waiting periods
until shipments arrive from regional or international sources.

In terms of local capacity, one of the interviewees explained that parts such as oils and
accessories are sometimes sourced within Kenya, but mechanical components with higher
technical requirements must be imported. Accessories and smaller items, including those
connected to vehicle interiors, were identified as being more readily available from local
sources. However, the main supply of critical parts remains reliant on international ship-
ments.

Finally, one of the interviewees mentioned differences in how parts are handled
depending on their nature. Electrical items, for example, were described as “normally
expensive” and often shipped by air because of both their higher value and their relatively
small size. By contrast, larger metal components are generally moved by sea, although
exceptions exist when urgency dictates otherwise. The participants agreed that there is
strong reliance on international channels to sustain the flow of essential automotive parts

into Kenya.
4.3 Taxation Policies and Vehicle Affordability

The interview participants described taxation as one of the most influential elements
shaping the Kenyan automotive sector, particularly in relation to the affordability of
vehicles. When asked about the proportion of taxes factored into the retail price of a new
car, one respondent indicated that approximately thirty percent of the price is accounted
for by tax. This figure, however, was clarified by another participant, who explained that
the duty levied on imported cars, especially new cars, is in fact much higher, often exceed-
ing one hundred percent of the purchase price. The respondent emphasized that the duty
alone could amount to “over one hundred percent” of the value of the vehicle being
imported.

The conversation then turned to comparisons between the pricing of vehicles in Japan
and Kenya. It was noted that the same new car available in Japan could sometimes be

purchased at half the cost of the equivalent vehicle in Kenya. The respondents attributed
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this disparity directly to the structure of import duties and related taxes. One participant
explained that once duty, taxes, and other charges were included, the final Kenyan retail
price became significantly inflated relative to the original purchase price abroad.

Further distinctions were made between the treatment of different vehicle categories.
New cars, in particular, were said to attract the highest tax burdens. For vehicles catego-
rized as luxury, such as Mercedes-Benz, the duty was described as reaching levels three
times the original purchase price. One participant gave the figure “even 400%,” accentuat-
ing the punitive tax regime placed on high-end vehicles. Smaller private cars, even if not
luxury models, were similarly subject to steep duties. In contrast, the discussion revealed
that commercial vehicles, such as buses and lorries, were not taxed at the same high rates.
According to the interviewees, duties on these categories were deliberately kept lower
because of their perceived importance in supporting business and agricultural activities.

The rationale behind this taxation structure was explored in the interview. The par-
ticipants pointed out that in Kenya, car ownership is commonly regarded as a symbol of
wealth, and vehicles are therefore treated as luxury items by the government. This classi-
fication was cited as the basis for imposing heavy taxes, with the underlying assumption
being that those able to purchase private cars also can shoulder substantial duties. As
one respondent put it, “if you have a car then it means you are up there compared to the
total,” which justified the state in extracting higher revenue from such purchases.

Another participant elaborated further, suggesting that the government deliberately
designs its taxation structure to maximize revenue collection. Since it recognizes that
taxing the general population too heavily may not yield sufficient income, it instead
targets groups considered wealthier, such as new car buyers. By imposing very high duties
on new vehicles, the government compensates for shortfalls in tax revenue collected from
other areas of the economy.

The interview also captured how these policies apply differently to used cars versus
new vehicles. According to one respondent, the government shows less concern about
heavily taxing imported second-hand cars. For used cars, the taxation regime is not pro-
hibitive, which allows them to remain more accessible to the public. This difference was
cited as one reason why the Kenyan market is still dominated by used vehicles, while the
share of new vehicles remains relatively small.

In addition to duties on vehicles, the interviewees also pointed out that taxes extend
to imported parts. Although the figures for parts were not discussed in the same detail as
those for vehicles, the participants consistently referenced taxation as a considerable

factor contributing to pricing challenges in the parts segment.
4.4 Labor Training and Technical Capacity Building

Significant insight was offered into the ways in which training and capacity building

are organized within Kenya’s automotive sector, particularly through programs associated
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with Toyota. When asked about the Toyota Academy, one participant explained that its
primary function is training, both for staff working within the company and for external
students. The training covers a wide scope, extending beyond vehicle mechanics to in-
clude administrative skills, warehousing operations, and logistics management. According
to the respondents, this breadth ensures that individuals involved in different parts of the
automotive value chain receive targeted instruction appropriate to their responsibilities.
The participants also indicated that Toyota does not restrict training only to its employees.
Instead, the Academy accepts external students, including mechanics and administrators
from outside the company, who enroll to enhance their skills and improve their employ-
ability. For mechanics, the training focuses on maintenance and servicing of vehicles,
while for administrative trainees the focus is on warehouse management and operations.

One interviewee recalled that in 2019, Toyota’s training initiatives extended into
outreach programs within communities. The company actively identified individuals who
showed potential and provided them with opportunities to be trained through the
Academy. These initiatives were described as creating links between the company and
local populations, as potential mechanics and service staff could be drawn into Toyota’s
orbit. The outreach activities reportedly included demonstrations and interactions with
mechanics in local communities, ensuring that the training opportunities were not
confined solely to formal students but extended into informal networks.

Competitions were also mentioned during the discussion. One respondent recalled
that the Academy once organized competitions in areas such as spray painting, where
participants could demonstrate their skills in a competitive environment. Although not all
participants were aware of whether such competitions were ongoing, there was agreement
that they had previously been part of Toyota’s training and outreach program. According
to one view expressed, these competitions were seen as both a marketing opportunity for
Toyota and a platform for students to showcase and refine their skills.

The interviewees further described how Toyota’s training programs are linked to
national structures. Specific mention was made of the National Industrial Training
Authority (NITA), which collects contributions from employers across Kenya. According
to the participants, these contributions are mandatory, and every employer is required to
pay into the fund. The money collected by NITA is then available to subsidize training for
employees when companies apply for support. The system was described by one respon-
dent as being “guaranteed” in the sense that employers must contribute regardless of
whether they intend to utilize the funds immediately. While Toyota makes its own train-
ing investments, the existence of NITA provides an additional national framework to
support labor capacity building.

The interviewees emphasized that Toyota staff are trained in anticipation of specific
operational needs. When new models are introduced or when updates to technology occur,

staff undergo targeted training so that they can handle the incoming vehicles effectively.
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External students, meanwhile, were said to benefit from similar training, though their
motivations often varied. Some joined in order to strengthen their qualifications for em-
ployment, while others sought to gain practical skills relevant to running or working in
independent service garages.

A respondent also noted that many individuals pursue education and training as a
means of career advancement. For some, dissatisfaction with their existing jobs provided
the motivation to acquire new skills, with the hope of securing better-paying positions in
the future. This sentiment was reinforced by personal accounts from the participants, who
described how they had pursued education themselves in order to improve their employ-
ment prospects and transition into more rewarding roles.

The participants confirmed that Toyota’s training efforts remain ongoing, with me-
chanics still being shown how to handle and repair vehicles in accordance with Toyota’s
standards. Training continues to be provided not only within the Academy itself but also
through visits to garages and interactions with mechanics in the field, thus ensuring that
the knowledge gained at Toyota is also diffused into the broader automotive repair sector
in Kenya.

Finally, the interviewees clarified that Toyota’s training programs are focused primar-
ily on maintenance and servicing rather than manufacturing. When asked whether indi-
viduals working in assembly factories also receive training through the Academy, the
respondents explained that this was not the case. Instead, the Academy concentrates on
developing maintenance skills, training for logistics and warehousing, and improving
service-related knowledge. Manufacturing and assembly were not included within its

training mandate.
4.5 Aftermarket Services and Maintenance Culture

Extensive insight was provided into the culture of vehicle maintenance and the struc-
ture of aftermarket services in Kenya. One of the participants described how Toyota has
sought to cultivate long-term customer relationships by encouraging those who purchase
used Toyota vehicles to utilize official company maintenance services. One respondent
explained that before 2019, Toyota actively promoted the use of its official maintenance
channels even among customers who had acquired second-hand cars. This approach
created a pathway for used car owners to eventually transition into purchasing new
vehicles, with Toyota ensuring that the quality of service and brand reliability remained
consistent across customer categories. The same respondent noted that some individuals
who began their ownership experience with used vehicles ultimately became buyers of
new models, as they became familiar with Toyota’s standards and services.

The conversation also turned to trade-in practices. One participant clarified that while
not very common in Kenya, Toyota does allow customers to exchange their older cars and

upgrade to new ones by paying the difference. This system was described as a method of
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keeping customers within Toyota’s network, creating an incentive for them to continue
engaging with the brand. Although the practice is not widespread, it was noted as part of
Toyota’s customer retention strategy in the local market.

The respondents discussed the general challenges faced by customers in maintaining
vehicles under Kenyan road conditions. When asked whether Japanese cars suffered from
the poor state of infrastructure — such as potholes and uneven roads — one participant
explained that these cars generally perform well as long as they are maintained correctly.
However, the discussion revealed that demand for certain categories of parts is consis-
tently high because of the strain caused by the road network. In particular, suspension
systems and related components were highlighted as being frequently replaced.

The participants listed several types of service parts that experience high demand.
These included oil filters and lubricants used in routine servicing, as well as brake pads,
shock absorbers, and pumps. One respondent, drawing on experience, mentioned that
“all types of pumps” were commonly needed, including fuel pumps and oil pumps. Springs
and suspension components were also repeatedly cited as replacement items required to
address the impact of rough driving conditions. The respondents agreed that these items
constitute a significant portion of the aftermarket parts business in Kenya.

The interview also shed light on consumer preferences regarding repairs and mainte-
nance. According to one participant, Toyota customers in wealthier segments prefer to
have their vehicles maintained at official service centers, where quality and reliability are
emphasized. In contrast, a large proportion of vehicle owners opt to use roadside mechan-
ics, primarily because of cost considerations. One interviewee noted that smaller car
owners, in particular, prefer to avoid dealer service centers due to the perception that they
are expensive. These customers often rely on independent or informal mechanics who
operate outside the dealership network.

The participants highlighted the visibility of roadside mechanics in urban areas. One
described passing a mechanic on the roadside who was actively attempting to attract
passing drivers for repair services. Such mechanics form a large part of the maintenance
culture, servicing those customers who cannot afford or do not wish to use authorized
dealers. Despite this, Toyota continues to position its maintenance services as superior,
targeting customers who value quality assurance and long-term durability over lower
immediate costs.

An additional point raised was the relative affordability and availability of Toyota
spare parts compared to those of competing brands. One participant explained that
Toyota parts, while not always the cheapest, are widely available and regarded as durable.
By contrast, some competing brands, such as Subaru, were said to have parts that are
available but less long-lasting. Another respondent emphasized that Toyota spare parts
are “affordable and available” in comparison, which contributes to their continued demand

in the Kenyan aftermarket.
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The discussion also touched on consumer perceptions of different brands in relation to
maintenance. The participants observed that vehicles such as Subaru are viewed by
mechanics and customers as requiring more frequent replacement of parts, whereas
Toyota vehicles are considered to have spares that last longer. Nevertheless, when repairs
are required, the general affordability of Toyota spares, combined with their wide distribu-
tion through both formal and informal channels, was cited as a major factor in sustaining
Toyota’s strong market presence in the Kenyan aftermarket.

Finally, the interviewees confirmed that the aftermarket culture in Kenya is shaped by
the realities of customer income levels. For those with financial means, the dealership
network remains the preferred choice, with services that emphasize official standards,
brand trust, and long-term maintenance. For most customers, however, informal roadside
mechanics remain central, providing cheaper alternatives even if the quality of service
varies. The participants agreed that there is a broad structure of vehicle servicing and
parts replacement in Kenya, in which formal and informal sectors coexist and serve differ-

ent segments of the population.
4.6 Market Dynamics and Strategic Positioning

The interviewees revealed the competitive landscape of the Kenyan automotive sector
and the strategies employed by Toyota and other players to secure market dominance.
One of the interviewees described Toyota as a central actor in the Kenyan market, with
significant influence over both distribution and brand positioning. One respondent noted
that Toyota has brought other brands, such as Suzuki, under its umbrella in Kenya,
incorporating them into its dealership and sales networks. This incorporation was said to
be part of a broader plan aimed at consolidating Toyota’s control over the market. When
asked about the rationale behind this integration, an interviewee explained that it was a
deliberate move to dominate the market by bringing competitors into Toyota’s orbit and
ensuring that the market effectively operated under Toyota’s influence.

The conversation further revealed that Toyota’s dealership network extends beyond
its own vehicles. According to one participant, certain other brands, including the Chinese
manufacturer BYD, have also operated in Kenya through Toyota’s existing dealer infra-
structure. In this arrangement, BYD avoids the cost of establishing its own independent
network by making use of Toyota’s already established facilities. The same participant
noted that Mercedes-Benz had at one point used Toyota’ s dealerships but later withdrew
and set up its own arrangements. The participants expressed the opinion that Toyota’s
distribution capacity allows it to serve as a gateway for other brands, reinforcing its
position as a market leader.

When asked about competition, the participants identified several major rivals to
Toyota in the Kenyan context. These included Nissan, Honda, and Subaru, with each of

these brands maintaining a presence in the market. One respondent pointed out that some
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of these competitors, such as Nissan, operate independently of Toyota’s dealer network,
while others have at different times intersected with it. Another participant emphasized
that while Toyota controls a substantial portion of the market, brands such as Nissan
remain important challengers, representing alternative options for Kenyan consumers.

The interview also touched on the position of truck manufacturers. One respondent
explained that some truck producers operate separately from Toyota and are involved
primarily in commercial vehicles rather than passenger cars. These producers occupy a
distinct segment of the market, one that does not overlap directly with Toyota’s focus.
Nevertheless, Toyota’s presence in the passenger car segment and its alliances with certain
other brands mean that it continues to represent a significant proportion of the automotive
market overall.

The question of market share was discussed indirectly through references to sales
trends. One participant remarked that Toyota’s sales figures fluctuate, with ups and
downs over time, but that its overall position remains strong. When asked about the
market outlook, the respondents confirmed that Toyota continues to perform well when
compared with certain competitors, including luxury brands like Mercedes-Benz. This was
reinforced by references to Toyota’s broader strategic plan, which appears oriented toward
maintaining dominance across multiple categories of vehicles rather than focusing exclu-
sively on one segment.

The interviewees also highlighted consumer perceptions of Toyota’s brand strength.
One participant emphasized that Toyota “is still doing very well” when compared with
rivals, indicating that customers continue to associate the brand with reliability and trust-
worthiness. Even as competitors such as Nissan, Honda, and Subaru remain active in
Kenya, Toyota’s ability to consolidate Suzuki and support other manufacturers through its
dealership network places it in a uniquely advantageous position.

Finally, the participants discussed how Toyota’s alliances affect competition. Accord-
ing to one respondent, the integration of Suzuki into Toyota’s operations was not merely
about strengthening Toyota’s own sales but also about controlling the competitive envi-
ronment. By incorporating Suzuki and, at times, supporting other brands within its
network, Toyota has effectively positioned itself at the center of Kenya’s automotive distri-
bution system. As a result, even when customers purchase vehicles from non-Toyota

brands, they may still be engaging with Toyota’s infrastructure.

5. Discussion

The development of Kenya’s automotive sector presents a complex interplay of global
supply chains, national policy frameworks, consumer culture, and industrial aspirations.
The country occupies an intermediary position between simple vehicle assembly and full-

scale automotive manufacturing, reflecting both progress and persistent structural
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limitations. This positioning is emblematic of broader challenges faced by emerging
economies attempting to establish industrial capacity in high-technology sectors domi-
nated by multinational corporations.

A central issue is the distinction between assembly and manufacturing. While the
presence of semi-knocked down and completely knocked down assembly operations
signals an important entry point into the global automotive value chain, such activity does
not amount to industrial independence. True manufacturing requires not only the assem-
bly of vehicles but also the local production of core subsystems such as engines, transmis-
sions, and electronics. Kenya'’s reliance on imports for these components illustrates how its
automotive sector is embedded in a wider international division of labor, where higher-
value processes remain concentrated in established manufacturing hubs. This dependence
stresses the difficulty of moving up the value chain in the absence of large-scale invest-
ment in industrial infrastructure.

The supply chain structure reflects the vulnerabilities of such dependence. With parts
sourced primarily from Japan, South Africa, and Europe, Kenyan assemblers and distribu-
tors are exposed to currency volatility, logistical delays, and international disruptions such
as those experienced during the COVID-19 pandemic. While regional hubs like South
Africa help mediate access, they also reinforce a dependency on external actors. These
conditions suggest that the resilience of Kenya’'s automotive industry is largely deter-
mined by factors outside its immediate control, constraining its ability to stabilize costs
and ensure timely delivery of components.

Taxation policy exerts a further defining influence on the sector. The exceptionally
high duties imposed on new vehicles — reaching as much as four times the purchase price
for luxury models — reflect a fiscal strategy that treats car ownership as an avenue for
wealth-based taxation. While this approach generates revenue for the state, it simultane-
ously narrows the consumer base for new vehicles, pushing demand toward second-hand
imports. The result is a perverse market dynamic: although new vehicles remain unafford-
able for most citizens, demand for used cars and spare parts continues to expand. This
duality creates a market structure that privileges the second-hand economy while limiting
the growth of the new vehicle segment, effectively slowing the transition toward a more
formalized manufacturing base.

The dynamics of labor training reveal another important dimension of the sector.
Initiatives designed to build technical capacity demonstrate the recognition that industrial
development requires a skilled workforce. Training programs linked to automotive com-
panies and national authorities provide pathways for mechanics, administrators, and logis-
tics personnel to develop the necessary competencies. However, these initiatives remain
largely oriented toward maintenance and service operations rather than manufacturing.
As a result, human capital development is directed toward sustaining existing assembly

and aftermarket systems, rather than preparing for an industrial leap into full production.
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This reflects the prevailing economic reality: the immediate need is for skilled labor in
areas where consumer demand is strongest, particularly vehicle servicing and parts logis-
tics.

The aftermarket and maintenance culture reinforces this orientation. The widespread
use of roadside mechanics reveals the extent to which affordability dictates consumer
choices. While wealthier customers engage with official dealerships and service networks,
the majority rely on informal providers. This dual system creates both opportunities and
challenges. On the one hand, it ensures broad access to vehicle maintenance across income
levels, sustaining the usability of Kenya’s large second-hand fleet. On the other hand, it
facilitates informal practices that operate outside regulated frameworks, complicating
efforts to standardize quality and safety. The high demand for suspension parts, pumps,
and consumables illustrates how the country’s road conditions further shape consumption
patterns, directing aftermarket demand toward components most vulnerable to deteriora-
tion in challenging driving environments.

In terms of market positioning, the automotive sector in Kenya is characterized by
strategic consolidation and competitive layering. Toyota occupies a particularly dominant
role, leveraging its dealership network not only to sell its own vehicles but also to distrib-
ute those of allied or affiliated brands. The incorporation of other manufacturers into
Toyota’s distribution infrastructure strengthens its market presence and blurs the bounda-
ries between competitor and partner. This model of market dominance suggests that the
strength of multinational corporations lies not only in their ability to sell vehicles but also
in their capacity to control the channels through which vehicles and parts reach consum-
ers. Other brands such as Nissan, Honda, and Subaru maintain footholds in the market, but
the structural advantage enjoyed by Toyota reflects the broader concentration of power
within global automotive networks.

Taken together, these dynamics reveal the structural contradictions of Kenya’s auto-
motive sector. On the one hand, there is a clear national ambition to expand industrial
capacity, attract investment, and create a pathway toward full-scale manufacturing. On
the other hand, the realities of taxation policy, infrastructural gaps, supply chain depend-
ency, and consumer behavior constrain this ambition, locking the sector into a system of
assembly, importation, and aftermarket service. The automotive industry in Kenya thus
serves as a case study in the broader challenges of industrialization in emerging economies.
It reveals how global production networks, domestic fiscal policy, and local consumer
practices intersect to produce outcomes that are neither fully integrated into advanced
manufacturing nor wholly detached from it.

Future prospects will depend on the extent to which Kenya can navigate these struc-
tural barriers. Reducing reliance on second-hand vehicles, incentivizing local production
of key components, and aligning workforce training with the requirements of full manu-

facturing would represent critical steps toward industrial deepening. Yet these steps
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require significant capital investment, long-term policy coherence, and collaboration
between government and multinational partners. Until such alignment is achieved, the
sector will remain caught between its aspirations for industrial independence and the
persistent realities of dependency on external supply chains and global corporate

strategies.

6. Conclusions and Future Research

This study set out to explore how structural, economic, and institutional factors con-
tinue to shape the transition of Kenya’'s automotive sector from basic vehicle assembly
toward sustainable manufacturing. Drawing on qualitative evidence from interviews with
industry professionals and supplementary discussions with Toyota-affiliated dealerships,
the research provides a grounded understanding of how Kenya's automotive landscape
operates within broader global and regional dynamics. The findings indicate that while
major challenges persist, there are also visible signs of gradual adaptation and capacity
building that suggest a slow but steady evolution toward greater industrial maturity.

From a structural perspective, Kenya’'s automotive industry remains largely centered
on semi-knocked down and completely knocked down assembly systems. The absence of
large-scale component manufacturing facilities continues to limit the country’s move to-
ward full production autonomy. However, these same assembly operations have provided
a platform for local employment, skills acquisition, and the development of operational
expertise in vehicle assembly and logistics. The presence of multinational firms such as
Toyota has introduced structured production processes, international quality standards,
and incremental exposure to advanced technologies, all of which contribute to Kenya's
long-term industrial learning trajectory. Thus, even within structural constraints, assem-
bly activities serve as steppingstones toward more complex manufacturing capabilities.

The economic dimension of the sector is similarly characterized by both limitation and
potential. While high import duties and currency fluctuations continue to elevate vehicle
prices and restrict the market for new cars, the steady expansion of Kenya’'s middle class
and growing demand for reliable transport indicate a resilient consumer base. The large
market for spare parts and maintenance services sustains thousands of small enterprises
and supports informal sector livelihoods. Moreover, Toyota’s strategic decision to invest
in official maintenance services for used vehicles appears to have deepened brand loyalty
and strengthened consumer confidence, illustrating how adaptive business strategies can
mitigate economic pressures. Despite ongoing affordability challenges, these patterns
signal a stable and expanding automotive economy that could support industrial growth
under a more conducive fiscal environment.

The institutional context also presents a mix of challenges and emerging strengths.

While current training programs and industrial policies are not yet fully aligned with the
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needs of large-scale manufacturing, the initiatives implemented through the Toyota
Academy and Kenya’s National Industrial Training Authority demonstrate a growing
commitment to workforce development. The Academy’ s inclusion of external trainees
and collaboration with local communities has broadened access to technical education and
created pathways for professional advancement. These institutional efforts, though still
focused on service and maintenance, reflect the foundation of a national skills ecosystem
that could eventually support component manufacturing and technological upgrading.
The persistence of such initiatives illustrates institutional resilience and a willingness
among key actors to invest in human capital as a precursor to industrial transformation.

When considered as a whole, these findings show that Kenya’s movement from basic
vehicle assembly toward sustainable manufacturing is shaped by a combination of struc-
tural dependency, economic constraints, and institutional fragmentation — but also by
adaptive capacities and gradual improvements that point to long-term potential. Structur-
ally, Kenya has yet to establish the full industrial base needed for local component produc-
tion, yet its assembly operations have become centers of practical expertise and industrial
exposure. Economically, high taxation and import reliance slow manufacturing progress,
yet the vibrancy of the aftermarket and service economy reveals latent industrial energy.
Institutionally, policy coordination remains uneven, but the presence of active training and
technical programs signals a growing recognition of the skills required for industrial
upgrading.

Despite these limitations, the evidence from this study points to emerging shifts
within Kenya’s automotive landscape. Toyota Kenya’'s efforts to strengthen its training
programs, enhance local technical expertise, and build consumer loyalty through its
extended dealership network indicate gradual institutional evolution within the existing
assembly framework. The emphasis on workforce development, improved service stan-
dards, and expanded parts logistics shows that the sector is cultivating operational
capabilities even in the absence of large-scale manufacturing infrastructure. These devel-
opments suggest that while full industrial transformation remains distant, a foundation for
incremental progress is forming within the country’ s established assembly and distribu-
tion systems. The trajectory of the Kenyan automotive sector is therefore one of gradual
adaptation — advancing through localized competence, institutional learning, and the
consolidation of corporate partnerships that sustain market stability and prepare the
ground for deeper industrial integration in the future.

There are several avenues of approach to future research. One of them is building on
the insights from this study through multi-level comparative and longitudinal studies.
Comparative analysis across East African economies could reveal how differing policy
frameworks and investment climates influence industrial upgrading within the regional
automotive sector. Longitudinal case studies tracking changes in Kenya's production

systems over the next decade would further clarify whether ongoing initiatives yield
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sustained technological capability or perpetuate assembly-based dependency.

Further inquiry should also examine the political economy of industrial policy imple-
mentation, exploring how governance structures, trade regimes, and multinational part-
nerships affect the localization of manufacturing. Supply chain research focused on
domestic component suppliers could identify practical pathways for local integration,
while labor-oriented studies might investigate how training institutions can evolve to
provide the competencies required for high-value production work. In addition, research
into consumer behavior and market evolution could offer insights into how changing
preferences influence industrial demand.

Kenya’s automotive industry stands at a pivotal stage of its evolution — anchored in
assembly but increasingly equipped with the human, institutional, and organizational
assets needed for gradual manufacturing advancement. The combined effect of structural
reform, economic incentive, and institutional commitment will determine whether the
sector continues to rely on imported production systems or progresses toward a self-
sustaining industrial future. The evidence suggests that while the transition remains
incomplete, Kenya is cultivating the foundational elements necessary for sustainable auto-
motive manufacturing through adaptation, collaboration, and cumulative learning within

its existing industrial framework.
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Abstract

This study examines how structural, economic, and institutional factors shape
Kenya’s transition from basic vehicle assembly toward sustainable automotive manufac-
turing. Employing a qualitative case study design centered on Toyota Kenya and its affili-
ated networks, the research analyzes industrial organization, supply chains, fiscal policy,
workforce development, and market strategy. Findings reveal a sector constrained by
import dependence and high taxation, yet demonstrating adaptive capacity through skill
formation, institutional learning, and dealership integration. Kenya’'s automotive industry
remains at an intermediate stage, gradually developing the human and organizational
foundations necessary for sustainable, locally anchored manufacturing within the broader
African context.

Keywords: automotive industry, industrialization, supply chain, human capital development, Kenyan

economy, emerging markets





