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1. INTRODUCTION'

Clusters of small firms doiné similar activit‘ss 2re a common sight in
urban areas of developing countries. Metal workers, mechanics, and second-hand
clothes vendohs gather in sectora1}y specific, geographically bound |
agglomerations. Recent research onrMarsha]1ian industrial disiricts suggests
thai such'é1ustersrcou1d piéy a vital role in 1ﬁdustriaTisation. R

Garment manﬁfacturersr1ocated 1n-twd large &airobi markets are an
example of suéh small firm clustering. The individual businesses resemble one
another enough in their re1ationsrwith suppiy;r1abour, and procduct markets o
constitute a unique firm-type within the garment industry waich we call the
"mini-manufacturer.” Therclusters exﬁibﬁt some features of succaessful |
industrial districts elsewheré, but differ in fmportant respects. The markets
could be embryénic industrial districts which, if properly nuriured, would
bring abouf a new formrof industfia1rdevélopment in Kenva. A]térnative?y they
may simply be ghettos where marginai businesses congregate becéuse they have
nélﬁfherhp}ace {o go. | | |

Th%é paper examings the pfesent situation ¢t i oorment markets and
aésesses their potential for contributing to Kenhva’s industrialisation. The
paper ﬁas six parts. Parts 2 and 3 give the theoretical and methodd1ogi¢a1
underpinnings of the research. Part 4 describes Nairobi’s garment industry.
Part 5, the heart of the analysis, compares observed characteristics of
Nairobi’é garment markets with features of the typicail LDC industrial cluster.
The final section summarises fhe findings, outlines needs for further

research, and discusses interventions aimed at strengthening the garment

Vmarkets.
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o :poss1b111ty of 1nter firm d1v1s1on Of 1abour whach

2. THE BFN“FITS OF CLUSTERING
Theory and emp1r1ca1 evwdence suggest tbat v1uster1ng brings about
economic ga;ns for part1c1pat1ng bucwneDSQS ahd fosters overall industrial
growth. The theory has 1ts roots 1n A]fred Marchal1 s observations on the
text11e and metaiworh1ng regwons of Eng.and Germany,_and France durwng the

_1atter haif of the n1neteenth century (Marshal? 1890) Marshal} belleved thet

'ifthe Pluster1ng of Smal1 farms of a part1cu1ar"ﬁndustraa1 act1v1ty offered fhe

:}n turn enab}ed the.

 it1ndustry tomoperate morp eff1g1ent1y Mar ha?l \1919) a?so be11eved that a-f

*'network models of“$001a1 organisat1on (Mutche]] 1969 W11]1amsoq 197&, 1980

o Tﬁompson nt a? 1991) The Eu opean uccess stor1es ha»e prompted resaarchers o

o :_to exaw1ne the re]evance of the modnl for 1nauqtry 1n deve10p1ng countyles :_-'

f(8chm1tz 1992 1993 Spath 1992 Aeroe 1092 Rasmussen 1992 pedersgn 1993'"‘

sverrisson 1993; Sotmitz and Musyo« 1993 Nadvi and sohmitz 1994,
Obsarvers of 1ndustr1a1 d1stricts in advancad aconomizas have iden t1f1ed

two distinct routes to industrial restructuring (Storper and Walker 1989; Pyke

and Sersgenberger 1992). On the "high road” firms invest in multipurpose



machanery and emplcy skaTlnd !abour 1n order to stabwiise the1r productaon by

sh1ft1ng output between different'markets. Other:f1rms take the' &ow road

fwhere they achle F?exabliaty by m1n1m151ng the1r investments in. mach*nery

,,;who¥e s extremely m1  d" (Nadvf and Schm1tz 1994 P ‘41) More. speC1fida11y,




the draw out five main findings from the studies that have been done. First,
cTusterzng is 31gn1f1cant to the 1ndustrval orghn‘sation of smali-scale
manufactur1ng 1n jeve]opnng countr;es part1cu3ariy in Latin America and South
Asia. Second, c1uster1ng has broaght w1th it various types of inter-firm
relations, ranqzng from total. absence of oooperat10n to situations with
extensive co]laborat1ve arrangements 1n product1on Third, LDC clusters are

often associated w1th some fcrm of comwon soc1a} identity or soc1a1 and

affective network, Such %hared 1dent1t :pzo"1des the basis for 1nterpersona1

re!at1ons, for notions of- zrust and FEC}DFOCWty, and for social sancti ons that

set boundar1es on acceoted competwtwvb behav1our Fourth although clustering
is not usually the outcome of p?anred 1nterveﬁtwon by the state, the state can

‘ play an 1mportant :ac1]1tat1ve role for c]usters F1na11y, the growth

axperaencn of 1ndustr1al c]usters {s 1nterna11y uneven W1th1n a gaven
cluster, some, enterpr1sec w1]1 grow and others ww?? fa11

These canc}us1ons suggest Lhat 1nter“f1sm fe1at10ﬁ5;_%55iai identity,
government 1ntervent1on and growth of 1nu‘v1dua1 fwrms w1th1n the grotup ‘could
provide 1mpo tawt 1n51gnts 1nto tke nature and strength of ; cluster. Before
exam1n1ng bhese var1ab1es 1n deta11, we wai out’xne the netbodology used in

the research  :-,_

_ _ L _ 3 HETHODOLOGY
The d:scuss;on which fo}iows dtaws on data gathered durtng a five-ysar
study Of Na1rob1 s garment 1ndustry A1though the study d1d not set-out to
‘_daa1 thh clusterTPg, we gradua11y became aware that 1nteract1ons among firms
and 1nd1v1dua]s rould be 1mportant to enterprﬂse surv1va] “and’ growth By the

th1rd phase of the research some’ networking conaTderat1ons were exp11c1t1y



1ncorporated 1nto the data gather1ngg Nevertheless 1t 1s 1mportant to

recognxse that at thus stage we Tack tha comprehenq've vwew that a targeted

study of c]uster1ng;nght prOV1de

'“ 1ndustry*and 1tg f;km5f5y5k61diég'1wforma17dxscusswon° W1th bu‘ ness owners,fw

jg‘observfng“1ocai taalors,an ldresénakeraﬁat work and; cour1ng newspapers and ,'

.fschOTar1y Journa1s for "e]eVant mater1a1




3.2 Sampling and Data Collection

Phase onhe began with a census of 1ndividﬁéﬁsdand-groubg makanQBr
salling new clothing anywhere within-the Nafrobi city 1§mits (See:McCormick
1989--4593 for mors detai]s). In ear]y 1989 six enumeratcrs vwa1ted every
commnrczal bu11d1wg in 1he c1uy tre anﬁ Pombad markets, shnp01ng centres,_
. the 1ﬁdu3tr3a1 area, and res1den+1a. e tates ,omk1ng far garmentmamers and
'7,c1o 1ng rcta11 s“ By 1nqu1r1n as uhey ﬁntcrpd h ncwghbourhood they duF°. 
1ab1e to 1ora*e many home baurd bg;fﬁég#éé} fhouah these are probably somewhat_if

'undercounteﬁ{'

:iap1g 1£1f';Géf&eﬁi'xﬁdﬁétfy'infgéééﬁéi}ﬂFiE£§  i
o ana Warkers R
F1rm size. _f Firms | Workers
'.f{.bérsﬁn.”  'f; :f:747'. 33{9'_:i}?4?_5':6 4_] 
fe-sperson | o) wra| 28] e |
4-6 per%on . :iia13ii:i8;8€ dH5§ééT.v'is-gﬂ
| T7-i0 person Co ;:ﬁ"'GBff;*S?ﬁ;' _ r‘1i- B 434:____:'
11-50 pe r«nngi ;i’¢ ”§2;; _?;§}_ ,_7?4 '  f§f7f.
.t-Over aO per%ens x 3?}. .1;4' 5 468f 4T _
P >, "ﬂo" . T ()m:__. 103 5 R
'.-.Iaoum: L 'dc:Ct.zrmv‘k 1989 Cem.u« of Garment Tnduﬁ'r; in Il -
Hairobs T - _ R

:;hp census turned up 2,?Gé’garmentwakcrs {see" Table 1) An“additﬁona}'n
d21 bus1nesaes sold c!oth*ng at reta11 but_dvd*no manUracturxng-(MoCormick
1991b). From the c¢lothing manufacturers, wé-drew-a random sample of 268 firms
stratified according tu employment size. We chose Lo use emplayment as the
measure of firm size because it is easy teo apply and closely corrslated to

size measured in terms of capital or output (Little, Mazumdar, Page 1987).
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Employment is also especially important in the Kenyan context where
unemployment is high and capital:costly.

Phase three focused on enterprises in the moie size ranges of the
garment industry: firms with between four and 50 workers. Approximately ohe-
quartér {23.4 percent) of the industry’s firms fall into this category. In-
1989'{Héy employed 28 percent .of the industry’s workers (see Tablé 1), Between
i§89 5hd:1992, 22 firms closed, moved away, or changed from garment production
to other activities. From the remaining 68 firms we selected a stratifiéd
féhdéh'édbéﬁmp1e of 40 businesses for further interviews.

| Data16671ection was done in two parts. The first part used an interview
ddeéf{dhhairé“to'gather information on. organisation. of production, finance and
;ééurcésiéffbépifai, markets and other linkages, and perceived business
.prob1émé1:The se¢¢nd was a half-day seminar at which participating businéss

ownefé:ré¢éived“ahd-diS¢Ussed the findings.

4, MAIRSQI’S-G&R&EMT INDUSTRY
" The technology and crgaﬁisation of the garment industry éet yhuru and
Quarry Road Markets apart from-cjusiers,jn other industrial sectors. This
section describes the main features of the indusiry, both worldwide and gé it
exists in Nairobi, in-an effort to put the activities in the garment markets

into broader perspective.

4.1 The World Clothing Industry’
The”c]othﬁhg'industry;-part of the broader textile group, represents one
of the"finé1'mahufa¢turing steps for natural and synthetic fabrics. The

1ndustry'prbduce3'many different products made in a serjes of separate stages




of product1ow The products vary videly, rang1ng from very_standardised_itemgﬂ_

11ke T—shqrts to h1ghTy fa0n1dnab§e women’s: wear.=sz production probeos

covers a broad spectrum of act1vat1es des1gn1ng, pattern makzng, grad1ng:ﬁ o

nest1ag and”mark1ng, cufting, sewing, }Pspect1ng, pressxng, and packag1ng

chh stage of the production prooqu and each producL uses. different factor ‘ “'f

psoportiona, offer1ng dxfferent DGSa1b11?t1€S for relgcauion Qf productxon aﬁdi;_

’the 1ntroduct1on of ﬂu# teuhnolog1es, 57f7@f'"
Ebsnomles of sna1e are d1ffxcu1t +o‘rea}1oe in c]oth1ng manufacture. I@e ff

ses 11vh1y dg terou out xow~pawd operatorq and

'Tnd“stry ganera}1y7u

re!at1ve1y 3nexpensxve sew1ng maoh,mes. The hﬂmpﬂess of text1ie‘“

betandard1sed:¥

 ’qbr1c makes m¢n1pu?at3on tv mach1ree eybremeiy dwff1cu}t Conqequent?y, evan -

arge factorz,s, automatxan is 11mzted and humqn dorkers perform many»l e

,nto tex*llﬂ produot1cn (for examp1e, Lh“ manufactur of socks and stock;ngs

»thLh ECthﬂtb for‘abaut 80 percenb of Iabou. cost% for most products, has
vvoroved parf1cu2ar1y dz 7cu}t to mechan*se. Product1v1ty gains have beer‘

“mq1n1v aae ta 3ncr9a°ed Mnac h?n peedu ‘and. the 1ntroduft1on F: spec1a1 purpose

macaqneo Buutonholeru, bur1on f1x1ng mach1nes, wachwnes wet for a nar*‘c

ular

stitch like aver?ock blandst1tch or bartacking, and mach1nea that make‘ i
standard garment part s 1ike packats or belt Toops enable mroducefs to benaf1t
Sfrom d?visidn of labour. A]thaugh'special purpose machines speed”up garment
manufab+ure they have not altered the technology ca1},ng for roughly equal
“Hnumbars of oparato;s and mach1res M,croe1ectron1cq~based 1rnovatwons (MRIS)
psuch as omputer~a1ﬁed de<1gn systems‘ computerised cutters, and m1cro~

electronically contro]ied sewing machines can reduce Tabour costs, material

o



wastage, and training time by up to 70 percent in some phases of production.
They are, however, extremely expensive, and therefore, rare in developing

countries Tike Kenya (Hoffman 1985).

Figure 1: FIRM TYPES

1. CUSTOM TAILORS -]

¥ Produce men’s and women’s garments to order.

¥  Owner of the husiness is often a tailor who employs between iwo and
five other skilled tailors.

* Some are mainly providers of labour who reguire the customer to
supply the cloth and, sometimes, othar inputs such as buttons, "
zZippers, or lining.

¥ Others are fabric retailers who employ tailors as a service to their
customers.

2. CONTRACT WORKSHOPS

Will make whatever a customer wants.

Produce in guantity.

Sometimes the firm supplies the cloth, sometimes the customer does,
Use 1ittle or no divisicen of labour: cutting the cloth sometimes
reserved to one person,

¥  SKilled tailors expected to sew entire garments.

3. MINI-MANUFACTURERS

W H ¥ MK

¥ Use a scaled-down version of mass production technology.

¥ Some specialtise in high fashion garments; most produce low-priced
garments.

X Generally concentrate on one or two products, such as boys’® school
uniform shorts, women’s petticoats, or men’s trousers.

* Use a combination of skilled and unskilled workers.

* Some division of labour; e.9., cutting, assembling, finishing, and
pressing.

4. MASS PRODUCERS

* Manufacture standardised goods using assembly Tine production
techniques.
Make good quality garments Tor the middle income market.




4.2 Types of Gorment Mswfacturing Firmes in Naircebi
Anaiysis of the market relations of Nairobi’s garment prod%oers in the
middie (4-20 worker) size ranges revealed four guite distinct ty@es of firms
(Ongile and MoCormick 1983: McCormick et al 1994). Figure i 1ays;0ut the
salient featuras of each type. { '

”

Categarisation of Tirms in the subsample depended mainly on their volume

- of :producticn, division of labour, and size the workforce. Overall the most

common Tirm type te undoubtedly the custom tailor. Although available data are

not sufficisni to allow us to categorise all firms in the original sample, it

is bk

oty it a1l of the one-person firms and post of the o %nd three%
parson {ires are custom tailors. In the middle size ranges, howe@er, firm
types v.: . with mini-manufacturers replacing custom tailors as éhe most
COMME ;5pﬂ; Figure 2 shows the distribution of firm types acrosé firms with
between four angd 50 workers. One-third {(33.7 percent) are custom[tai?ors and

|
more than half (54,6 percent) are mini-manufacturers. The rest afe contraci

vorkshops (9.8 parcent) and mass producers (2.1 percent). i

25% Wass Prodhcsr

Custom Taéﬁlw
X7 %

H3.86%
Wik
flonTaciusey

: 0.6% |
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Nearly all of the Tirms 1in the garment markets are mini-manufacturers.
These ffrms use a scaled-down version of mass prodiuction technology and
generally specialise in one or two products, such as boys’ school uniform
shorts, womeh’s‘pétticoats, or meh’s trousers. They may use a combination of
skilled and unskilled workers. They often have some rudimentary division of
Tabour. They may, for example, divide the manufacturing process into cutting,
assembling, finishing, and pressing.

Mini-manufacturers make Tow quality products, using ¢heap raw materials
and unimaginative designs. The appearance of the final product is often
lfurther diminished by lack of attention to details like matching of thread,
buttons, or zips. For example, we ohserved red petticoats being sewn with
.b1ack thread, and dafk blue shorts made with light blue zippers. When
questioned,'entrepreneurs sajd that "it doesn’t matter” to their:gustomers.
Price has besh mini-hanifacturers’ competitive advantage. They fear anything,
iﬁé}ﬁgih@ifmproyed quality, that might raise their costs and force them to
1hé}?a$é pfﬁ§és. Tl b Abadild tangfomend i
o Miﬁi¥ﬁanufacturers tend to sell their products to whoTesaig;s who take
them to MQTf%p1e market aréas, A combination. of markets including Néirqbi and
eﬁé?;;.ﬁ;Eé;sha1Ter‘towns up-country s most common (McCormick et al 1994).
Ovér'th:thikd (68.8 percent) of the African entrepreneurs who sold goods up-
country included their own home area in their market. Although we did not ask
businass ownerg why fhey chose-particufar mérket areas, we can speculate that

family networks may be a factor in their decision to sell at home.
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4.3 Competition from Second-hand Clothes

“Clothing sold in Kenya comes from three sources: domestic production,
so-called “éebohd—hahd“*C}Gthing,wand imported new clothing, ;merped”ngw
‘clothing probably represents less than 2 percent of the market and h?é é1§t1e
impact on the domestic industry (Kenya 1980, pp. 67, 126){_,f$eggpd{héﬁé{;
”"é?étﬁihg; oﬁ'the'bther'hahd}-mnmpetes1actiye1ysw1;b:Kgnyan_good§1n“Seqqnq;
hand” clothing includes impOrted'used clothing, Hseﬁ_jt§m§t99}le§tgd j§§;?2y,
'*gﬁdjﬁisté?iéhébusﬁﬁéwic}etheé;-comp]eta;with foreign labels gpqﬂérjgé fagé.

' Imported usad hlothing; cast off by affluent, fashion-conscious
consumers in the United States, Europe and Japan, makes .its way_ihrqth ébe
network of charitable organisations, recyclers, rag makers,.who}esanfs};énd
usedfﬁTéthﬁh@*éXportéﬁs to-importersuin.receiving_counﬁriea. Hggsbfade (1990)
'”haéaddementéd the trade for: Rwahda. Kenyais-digtrjbgiianf$ys£§m_j§;§§¢bab¥y
similar, ‘except that until President Moi 1ega?i§eq_jmp0ﬁ?atiQQtOf_§e§éﬁ¢fhaﬂd
‘clothes in mid-1991, it was vulnerable togsudden,ﬁosges_fromwgnegpggtéﬁ_ps11ce
crackdowns. Traders buy or barter for local second-hand oiqtﬁgsijn_mj§§2§~ and
 upper-inceme neighbourhoods:. The Channe1s_59?ﬁ§he.*nsw_ge;pngfhéndf jtems have
not been documented. Some may: be production overruns and seconds that could
‘not be absorbad in producing countries. Others may be jtems purchased by

individuals in developed countries that were given away before being worn.

5. THE GARMENT MARKETS .
The garmentmaking clusters are housed in two Jarge markets, 3395 
consisting of several concrete block buildings. The history, physical
surroundings, and ltayout of the markets have had a significant impact on the

clusters.



5.1 History of the Garment Markets |

“Uhuru-and Quarry Road Markets were buxit in 19?4 to r¢p1ace o?der o
makeshift premises from the co]on1a} perijod, The markets were Jn1twaily
designed as retail outlets for groceries and c1oth1nq When Open air markets
for green groceries began seliing similar goods dt cheaper pr1ces often 1th"“
outside the market buildings, grocery. vanuors cou1d no 1onger compete They
gradually left the markets and were. repiaced by c]c hi ng rata11erq S:nze thﬁlﬁpﬁ
clothing sellers had somewhat higher. proflt mdrg1ns and a product that does o
not spoil when business is 61ow they could more eas;iy afford the sta11 -
— e

In the ear1y days cloth dealers sold m31n1/ second—hand c?oth1ng When
the economy wag-good in the Jlate 1970s and demand for ﬂ]oth was h}gher, o
bus1nesses bagan making and. se1]1ng new c]othes They dld th1% desp1fe the
unsuitability of ‘the markets for manufacturing The markets are ne1ther o
factories nor organised. industrial parks. Inside they are poor]y 1wghted anuj-“J
ventilated. The power supply i hardly adequa+e For even °uch ¥1gbt o
manufacturing as garment production. Tﬁe mar«mtv_ are subd1v1ded 1nto °ma1’ H
stalls of about two square metres. Thrae or fOJr marh1nes are squeezed 1nto o

this small space, leaving. 1}*t1e room for movement ar storaga of raw

materials. Some innovative founders have bu11t woooen upatawrs roo%o to bof*;
more workers and machines, The stalis’ window shutterv are u ad as dwsp1ay B
boards or cutting tables. The surroundings are 11 ttle baLLar than the ma'%bmw
interior. Roads.and car parks arﬁ."nadequate, There ‘”e no banks, t91ppbcnesU
or other supportive infrastructure to facilitate the evoiut}ﬁn of I
manufacturing. Quarry Road is especially filthy and dilapidated thh poor “

drainage and overflowing sewers,
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Entrepreneurs were aware of conditions in the markets when ‘they
responded to our quest1on about choice of Tocation. When asked why they chose
to 1ocate 1n the qarment market, nearly three—quarters (72.2 percent) said
s1mp1y, Th1s was where I cou]d get prem1ses. " The tone of-res1gnat1on-1n e
their response contrasted w1th responses of entrepreneurs in other- 1ocat1ons
who spoke of access to the1r customers or convenience to their place of
reswdence. Desp1te the1r obv1ous weaknesses however, tne garment markets ‘have -
becone boom1ng manufactur1ng centres churn1ng out thoesands of garments for

Kenyan consume f‘S »

5.2 Characterist1cs of the C1usters_;e;.

The most bas1c requlrements of an 1ndustr7a] d1str1ct are: sectora] and

geograph1c concentrat10n. Yet a group of producers mak1ng the same ar s1m11ars.-

th1ngs 1n close prox1m1ty to each other does not guarantee ‘economic . benef1ts.m .

The concentrat1on prov1des opportun1t1ns For other deve:opnents aUuh a8 - the
division of 1abour and spec1al1satlon among f1rms the ‘emergence of suppliers ..
providing raw materwa]s componnnts, new or second—hand mach1nery, and spare. - -
parts; the emergance of-agents who sel] to d1stant marketsi:the-growth of
firms provﬁd{ng éechﬁkcéw financial, and accounting services; and the
format1on of assocmatzons of s1m11ar producers (Schmitz 1993, p. 4).
Pre11m1nary ev1dence suggests that successfu1 LDC clusters will be
character1sed by strong work1ng re]at1ons among firms in the cluster, social .-
and profess1ona] networks extend1ng beyond the cluster, and a certain internal

dynamISm and res111ence
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5.2.1. Interfirm Relations’ et

: s-A-major strength of.industrial districts 119: 1nathe opportuhities
gpny31ca7 prox1m1ty ofrers for linkages among firms. Clustering faca]etates
vertical and hnrazonta% relations between producing firms and makes producer—
ftrader 1nterresat10ﬁs eas1vr. Pr0x1m1ty can a]ao promcte *ormataor OF salf~
~help organ1sat1ons. Na1rob1 s garment markets exhibit theﬁ 1nterf1rm Tinkages
~in vary1ng degrees. We saw some Gharlng of bas*c equ1pment very 11mzted
fcontract1ng of spec1alased serv1ces fawrly extenszve use of traders, but no
:Lsectorai assoc1abaons, | »

VertscaT sybcontracting and a %pecwa}ased d1v1s1on of 1abour ex1st in

many LDC small firm clusters (Nadvi and Sﬁhmitz 1994), In some ¢ases, a few
fwrms provide spncxa1xsed services to others in the clustér. SUbh bas1c znter—
Somet1mes Tt 1s as swmpie as !end1nJ scissors or a measuring tape. At a
’ sléghtjy higher 1eve7 buvinsss 23 with:specialised-machines such as eleciric
cutting shears or a button-holer perform certain functions: for neighbouring
f{rms= Tha market atmosphers, where firms operate .near-one another in semi-
open stalls seems also to facilitate informal col]aboratioh. Businesses
reported: asking colleagiyes for assistance with excess orders; maghine
breakdowns, shortage of raw materials, learning new designs; and marketing of
new products (See Table 2}. The small number of mini-manufacturers located
outside.the garment markets make meaningful statistical analysis difficult.
Nevertheless, responses .suggest that collaboration. is taking place outside as

well ‘as inside the ¢lusters.
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 ;3;Tébje_é: ;”fReported Inutances af Inter—firm 00}1aborat1on among ';_
'l'r~iaév“gJ:M1n1wmanufacturers x;.;__; R . .

- aﬁg]-a.-;:»ﬂw;.wh.af.=f--.”f;'};.l.w TAffifﬁétiVé“
"ﬂ'-'Form?bf;A3$j$t3hcg.ff"ff'“-f:ff~ﬁ. Responses

1 iGarment Othﬂr
' ;Markets LocatﬂQﬂS

% o : % X 5

'rﬁ[sze]p w1thﬁexcess o ueFS

”"}A%s#stanbe W1th des1gns and patterns ff’“

fMarket1ng ass1stance

. 1._ '-.Cases are 1»9791":1:9(3 to reﬁect the emcqra popu'lat’:on of ﬁrms m the 4—30
- employment rangs.

2. Total rasponses = 13 in garment markets, 3 in.other. Jocations, Chi-square
statistic not significant at .05 Jevel for any responss.

Mad»7 ard Suhmwt : ?994 pp z2 24) argue that producerutrader
':i'lnterreiat1ons are nspec1a??v 1mpartant 1n LDC c1usters Notlng that

7{i»1uster1ng not on?y.enkoarageu the emerger»e 0? opec1al7sed suDDher | b4+ -

ﬁ.a}so attracts agentsﬁwho ee][ the output to d}etant markefs they iink the'

fﬁ_features of trader~producar Twnkages to the market segment tc whwch the  -f 

":*ffproduct 1s turgeted At the prﬁdom1rantly 1ow~quai1ty—1ow pr1ce end ef the

£ﬂ m§rket uch 1nterre1at10ns between producers and tradera are genera]‘y:“
3'?iﬁbék§bnai hwerarchacai,_anj 1nvo1ve ?1tt?e exchange of know1edge and
1nfcrmaT19n When on fhe other ﬂand qua11ty is a determ1n1ng aspect ina
f1n1sh@d ptoduct s marketing strategy, the rglatjonsh;prbgtwgen producers and
traderss bécomeé mofézco}laborative, personalisad, and invo]?es elements of

trust and stability.
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As expected, traders are very important to min1~manufacturers for both
purchases. of inputs and sa?e of final productsi Laarly three-quarters (74.2
.ﬁefceﬁt) of the mini-manufacturers reported buying cloth from wholesalers, A
much smaller proportionr(le.o percent) bought directly from the factory,'whi1e
a few (7.8 percent) went to retail shops. The purchasing pattern for other”
materials was similar. The usewof traders depends in large measure on firm
size, though organisatian alsc plays a roje. Custom tailors and-contfact
#5st£ops (74.0 percent-and 60.5 parcent respectively) also tend to buy cToth
frpm_who?esa}ers, unlike the much larger:mass producers who go'direct to the
factory,

Apart'from the ‘fact that suppliers are mostiy: Asian businessmen, we know
veiry little about these cloth wholesalers or their dealings with firms “in the
garmeét markets. One aspect that clearly needs investigation is the extension
of supplier credit. Only 28.6 percent of ‘the mini-manufacturers have access to
supplier credit. This is a very small proportion compared with, for exampie,
the proportion of custom tailors receiving supplier credit. ‘Fully 87:0 -percent
of the custom fai?oring firms reported being able to buy materials on credit.
The differsnce is all the more remarkable when we realise that the firms are
_ probéb1y dealing with ﬁany of the same wholesalers. lLack of supplier c¢redit
may be é manifestation of ‘the.association of Jow quality output with
impersonal trading relations asserted by ‘Nadv{and Schmitz (1994), It «is-also
important in its own right because the ability to raise funds through
borrowihg or supplier credit is one of four variables distinguishing-growing
firms (McCormick et al 1994). More reéearch into producer-suppiier re]ations

is clearly needed.
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W Mini-manufacturers also sell most of their output to traders. Firms
-fepér@ se!?iﬁg an average of 62.8 per cent of their products to wholesalers,
: éoﬁpaﬁeagwith 18.3 percent to individuals and 18.9 percent to retailers (Ses
_;@;CQrmick etxai 1894, p. 36). Again we know very little about these traders
4and thear relat1onsh7p with producnrs

Na1rob1 s sma]1 Qcaie 9arment marufacturers lack effective self-help

-.Jorganisafzons Bucinees Gdners natherad at the final seminhar agreed.that thay

-'L;*wou!d benafit frcm . fming some type ef support group. (McCormick et a7

-:1q94 p 11Q): Among thp functaunb env1¢1oned for the group were to Jook into

- the-grobie s ~f smal! garment mapufacturere, eet 1ndustry standards,. and

'-g_deve1an tra1n1ng prcg?ammes for empioye ATthough about 0ne—th1rd of the

sem1nar ﬂartic1pants at ended a follow—up meet1ng to discuss Formzng a graup,

:'--no concrete p]anq have as yat emnrced Tf aa Nﬁdv1 and avhm1t7 (1994 p 28}

.-argue, the effect1ven@¢s of gectoral aSSOC}at1ons 13 d;rect}y re]ated to the
f'averq?? deve]apmgnt and formalisation Gf bus 1ress praﬁt1ums d}thin the
¢luster, we m}gh;:expect-Naxrobins_garmentmakers_tg_have_dafficuﬁty in putiing

- together a strong associalion.

-Slzié..80c1a1 and Professiona?-ﬁétworks

The debate on 1ndustria? dqotra cts in Europe is rooted in the theory

-that ecunom}c :e]ﬁﬁ!uﬂw between firms évﬂ embedded in sov1a} relations (Nadvi
:and Schm7t7 79Qd) The theory has three j?%ens7ons the 3@116? that bpec1f,c
—and dnterrelated historicatl, social, and cultural factors generate
significantly different processes of development (Garofoli 1992); the'belief
that socio-cultural identities provide a basis for trust and reciprdcity in

inter-firm relations (Granovetter 1985, Seierup 1993); and the view that the
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~social milieu strongly influences and is influenced by the processes of
“innovation and technological change .(Lundvall 1988). Our research dealt
;specificaliy with only thghsecond of these aspects. Within the general
framework Qf sociowcdfturafaidentities, we.egémined networks based on three
.charaéterigtics of tﬁe firms® owners: their gthnicity, their level of
'-educatioh,:and thsif gender., The threé combine to determihe an entrepreneur’é
“Family and’profésééoéai natworké, | -» o

A]thbugh Kenyans of all ethnic groups are represented in the gérment-
Eﬁndustfy, there are noticesable ethnic‘concéhtrations. African entrepreneurs.
Eéreddminate in custom tailoring and mini-manufacturing (see Table 3)'. Asian#
jﬁwn half the contract workshops and all of the mass producing firms 1in our |
sample, though small sample sizes may again distort the percentages for these
types. Asians, thppgh less thgn one peircent. of phe population, own more than
one quarter 5f a!1»garment ?1rms. Nearly eighty perCEnt»of thé‘mini— ‘
manufactures are members of Kenya’s two largest ethnic groups, the Kikuyu and
the Luo. The remainder are equally divided between Asians and member of other

Kenyan communities. No Asian entrepreneurs operate within the -garment markets.»‘
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[Tab]e 3: Entrepreneur’s Ethnicity by Firm Type
Firms Ethnic. Group
Firm Type
N % Other (i
Kikuyu Luo African Asian
Custom Tailor i3 33.7 30.0 20.0 30.0 20.0
contract Workshop 4 8.6 12,5 25.0 12.5 50.0
Mini-manufacturer 22 54.6 42.1 36,8 10.5 10.5 I
Mass Producer AR 254 0,0 0.0 0.0 160.0
TOTAL 40 100:0 30.0 27.5 16.0 27.5
Percentage -of 20.9 12.8 65.1 3.5 I
Kenyan pepulation
Source:  Owh gurvey, 1993.
Notes:
1. Cases. are weightad to refisct entirs population:of. firms in.4-50 empioyment range.
2. The significance of the chi-square. statistic Tor differences in stimicity by type of {
Firm.is..0683; the .Jambda statistic for dependence of Tirm. type on athnicity dis ,1429.
32, Population figurés are ‘based on 1978 Cansus Data -{Kehya 18981).

Gender .can a}éo be -the basis for networking, Most (79,2 percent) of the

entrepreneurs are women. Nearly ha1f_(4é.9 percent) have only a primary
aducation or less; half (51,9 nercent) have some secondary education. On
avaerage entrepreneurs in mini-manufacturing are therieast aducated in the
industry (McCormick et a7 1994). Women and men often belong to different
social groups and maintain their social ties in different ways. Even within
the same Tamily, the social nstworks of mals and female members may differ.
Often these social networks are sex-segregated, with men bslonging to
primarily male networks and women to mainly female netwarks. Women’s generally
disadvantaged position in Kenyan society means that women’s networks probably
provide less access to power and resources than men’s networks. Since nearly
all of the owners of wini-manufacturing firms are Temale with fairly low

educational attainment, we would expect their nstworks to be fairly weak in
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working for the business.

Education largely determines a person’s. professional networks. -These
networks, which can be crucial for mobilisation of adequate mgnageria? and
technical ski)is, consist of colleagues, schoolmates, the for@er boss, ‘and
stable customers and. suppliers from former jobs (Rasmussen-1992). Professional
networks offer access to customers, markset information; and productidn
networks that can; -in turn. .Jead to higher profits and better sources of
finance. Those with “igher levels of education will._have better pladed
schooimatas,  Tormer workmates who have advanced to highér positions,-and
ski11s that enable them to track friends and colleagues: who might be able té
be of assistance to them.

A1l business.owners use family and. profesgional networks to some extent.
Thae ability of the networks to provide positive support, as well as the nature
- of ‘that support appear to vary according to the firm typé and the ethnicity of
:_the owner. ‘At the high end.of the spéetrum are. thes Asian owners of mass
- producing businesses who can take advantage of the enfrépreneuria] tradition
? and established business and professional netwsrks of their-ethnic group. At
; the ‘other is the typical mini~manufacturer: 'a woman with only a primaryA
education whose chief linkages are to a peasant-farming family in'a distant
rura:l: area.

Our evidence on how these networks opsrate is imore anecdotal than
statistical, but we believe that at least partially explains. the different
poperating styles and growth potential among garment manufacturers., The family
and. professional networks of many Asian entfepreneurs include textile
wholesalers, shop owners, bankers, other garment producers, sewing machine

vendors, and. a wide range-of middle~income consumers. Thig network can be
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'i;“nat1onai”"

’f{hmak1ng trear effacL or buawness performﬂﬂcﬂ overwhe?mwnglyflos1tg

,tapped farma??y or 1nf0rma¥1y The entr eprnnaJr bLy1n9 fabrac fram a

| ‘wholesa]er 1n the Fam11y netwo.k ie forma11y werkxng through the so]idar1ty

;Lgroup Maﬂy times, however, the 1nteractlon 15 11f0rma1 a casua1 conversataon

‘7 :at Lhe 1Jub or oqque ora d1sbu331on at a fam11y gather1ng FormaI and”"

's' i’:c'z.famﬂy ana,,mfess}'onal ';ﬁnetwbr’ké fg ;e*szsth’e3i'{eht‘fne"pré'neg;ﬁ. L

many cpportunl*ies +0 1ncrease technlca] competence, know]edq° of,the product ff.

'57fand the:mqrhe '» agﬁmvﬂt"rapab 11Ty’ andl1ﬁf0rmati n’about‘ a?evantﬁ!oca] Or}ffiﬂ$

duqtr1ai rond1t30ns As1an networks are qenera ]y gnga high ueve1

The fam11y and profese1ona3 networks of Afr10dn entrepreneurs are not eo;fh 

;;gun1form3y sapportive of bus,ness endeavours A typwca1 m3n1~manufacturer

_Qexemp11f1eq the m1xed Pffects of Af.wcan networks. he bue1ness owner 1s a

'.qwomah wath a primasy QdUCaﬁlon She::ame to‘Na1rob3 aftcr she was marrTed buuaf

’ﬂma1nta.ns very cTose ties thh her rural home;‘She a%most a]ways has a young
“ ﬁire1at1ve staying wzth her eathﬂr attend1ng schco] o: }ook"ng for emp]oyment,  ;} 

i; he may have been prnv.ousiy empToyed at a 1ow-1eve1 3ob If she 33 marrTed |

lher huabdnd may be a C1V31 servant wath the aamn O:;QOmﬁﬂh%t more education. ‘;55
Her strongest networks are w1*h the fam11y 1n the xura1 area and peop]e fron |
’ner home Vi 31&99 110w !1v1nv 1n Na;rob1;’w5en sbe wantnd to sfart ‘her bUS?ness,.
she feared the bureaucratxc procedures L1xe other Afr1can migrants to the
c1ty,‘she brounht w1th her a mode of %orwai and economwc in eract1ons
charactefised by face to-face re?at1on and contacts based on kinship 6r*:
persona] abqua1ntdnce, Thu 1ngtaad of ¢ JO?DQ a1one to caty ha]? to apply for
a 11cence or Obtq]h a market sta1? our prospective sﬁtrepreneur would have
!ooked for soneone known in 01ty na]l to go on her behalf. The person may ‘be a

relative, schoo]mate or somebody from the same v1¥1 %. In this way, the
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family or professional network was used to enable a business to start. Our
entrepreneur may also use the family network to find a markst. for her
products. We have already seen that mini-manufacturers typically sell in rural
markets, and that one of the destinations for their output is usually near the
entrepraneur’s home area.

This discussion of networks has ranged over a variety of issues. Two
points bear emphasising. First, mini-manufacturers have effactive networks,
but their networks. «sually lead to rural markets where profit margins are
necessarily low. Second, the garment markets have an "air" of socio-cultural
identify that is lacking in some other segments of Kenyan manufacturing.
Apparently stemming from the common background of workers and entrepreneurs,
this identity seems to create a cohesiveness and esprit de corps in the

markets.

5.2.3. Dynamism and Resilience

One of the supposed advantages of clustering is the way in which the
specialisation and flexibility made possible by yrouping enables individual
firme and the cluster itself to survive economic declines and/or shifts in
consumer tastes and preferences. In developed countries, the supposed
rigidities of "Fordist" mass production have been compared unfavourably with
industrial districts housing firms of different sizes and specialisations

{(Piore and Sabel 1984; Hirst and Zeitlin 1989).



The period from 1989 to 1993 was difficult for Nairobi’s garment
industry. Not only was the domestic economy declining, but the garment
industry was also buffeted by competition from second-hand clothes. The only
bright spot -- the export market -~ was accessible to only a small number of
larger firms. It was, in some ways, the ideal time to test the supposed
benefits of clustering. The data on mini-manufacturers seem at first glance to
support the hypothesis that clustering helps firms to withstand economic
difficulties. Like custom tailors and contract workshops, mini-manufacturers
lost workers between 1989 and 1993 (see Table 4). Mini-manufacturers’
employment, however, declined less than the other types, suggesting that the
location of most of these firms within the garment markets might have exerted

some positive influence on their performance.
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Further analysis, however, appears to contradict this conclusion. A
discriminant model, designed to distinguish between shrinking and growing
mini-manufacturers, shows a negative correlation between location within the
garment markets and firm growth. In fact, the three firms located outside the
markats were growing, while most of those inside the markets were not
(McCormick et al 1994, p. 96).

This apparent contradiction can, in fact, be reconciled. Location in the
garment markets is a mixed blessing., The inter-firm linkages discussed above
offer the clearest benefits, but these appear to have bheen superseded, at
least in the recent past, by the negative features of the garment markets.
Limitations on growth caused by lack of security of tenure and the inadequate
physical arrangements of the markets seem , in this period at least, to have
mare than offset the benefits of clustering.

The garment manufacturers in the markets have no security of tenure.
Stallholders have no lease. Instead their occupation of a stall depends on the
payment to the Nairobi City Council of a rent or a stall fee set by the
Council (The City of Nairobi By~Laws, 1948, amended to 1967, Section 3). The
City Council frequently behaves in a punitive manner and in direct
contradiction to the stated policies on small-enterprise development. In the
recent past, hawkers have been more seriously affected by arbitrary City
Council action than market stail holders, but the fact remains that a garment
producer whose rent is late could be summarily evicted, Firm founders,
realising their insecure position, may be unwilling to expand beyond a level
where they could absorb the losses.

Conditions in the garment markets are not conducive to efficient

manufacturing. It is not surprising, therefore, that mini-manufacturers show
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the highest nusider of workers per unit of velue added and the ‘Towest total
factor productivity (McCormick et al 1994). fhe relatively cheap products made
by these firms undoubtedly explain some of the relationship of value added to
labour. More important, however, may be their situation in premises that make
efficient manufacturing nearly impossible, The lack of suitable premisez may
also hamper technological change among the mini-manufacturers. Specialised
machines not only raanire more space but also need security from thieves and
fires unavailable in the garmeni .- ~kets. The introduction of faster and more
efficient machines may also be hindered by the iradequate power supply.
Product quality and design are also affected by lack of io~ae for cutting
and finishing and the poor lighting. Introduction of new designs to meet
changing consumer tastes requires secrecy. In the garment markets, however, as
soon as . antrepreneur introduces a new design or an entirely new product, it
is copied by others, den,*ng the innovators the benefits of their creativity.

Profit margins stay uniformly Tow, and firms cannot grow.

6. CONCLUSIONS
This final section summarises the findings, points to needs for further
research, and outlines interventions that might assist the clusters to

develop.

6.1 Findings and Research Needs

Nairobi’s garment markets lie somewhere between a true industrial
district and a simple sectoral agglomeration of firms. Like many LDC clusters,
the garment markets exhibit weak internal and external linkages. The inter-

firm specialisation and division of labour that is supposed to be key to



collective efficiency was almost totally lacking. Those inter-firm linkages
that exist are often informal and at a low level. Producer-trader links appear
to be important for both inputs and the sale of final products. Details of
such linkages were, however, missing, making it impossible to assess the
closenass of the relationship.or the influence of the traders on quality,
design, or innovation. Sectoral associations do not exist, though some
entrepreneurs have expressed interest in forming an association,

Evidence on ethnicity, gender, and education suggests that
entrepreneurs’ social and professional networks are important to their
business operations. The typical mini-manutacturer is using her networks well.
The problem is that most of these entrepreneurs are poorly educated African
women whose networks have 1imited power to uplift a business. Some lead back
to rural markets where competition with second-hand clothes keeps profit
margins extreamely low. Others encompass the lower ranks of city bureaucrats
and professionals who can assist with licences or access to premises 1ike the
garment. markets, but who lack the power to help a business to change
significantly,.

Mini-manufacturers’ businesses have exhibited a certain dynamism and
resilience during the recent economic downturn. Their performance, which was
slightly better than the performance of custom tailors and contract workshops,
appears to be the net result of contradictory forces. On the one hand,
clustering probably did produce some real benefits, especially in the area of
producer-trader relations. On the other, poor conditions in the market appear
to be working against efficient production and product development.

Our conclusions are limited, as already mentioned, by a study design

which was not focused on clustering. New studies to test our findings and fill
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in the information gaps are now needed. Such studies could follow the model
suggested by Nadvi and Schmitz (1694, pp. 59-61). The most crucial needs are
for a better understanding of the role of traders, both suppliers and traders
in final products; a better understanding of entrepreneurs’ social networks;
and finally, if we are to judge the effects of clustering on firm performance,

data on the efficiency implications of clustering.

6.2 Possible Interventions

Based on the information gleaned thus far, it is possible to identify a
few interventions that should improve the performance of firms in the garment
markets. Government, NGOs, and small and large firms in the private sector all
have a contribution to make,

Evidence both from European industrial districts and LDC clusters
stiggests that the state, especially at subnational levels, can perform an
important functicn in providing institutional support to industrial districts
(Schmitz and Musyck 1993; Nadvi and Schmitz 1994). Despite a streong policy
commitment to the furtherance of small enterprises, the Kenya government has
done little to assist either individual garment producers or their business
clusters (Kenya 1993). One problem seems to be lack of coordination between
national policy and implementation, which is often in the hands of tlocal
authorities. The insecure tenure arrangements and poor condition of the
garment markets are examples of the inability or unwillingness of Tlocal
government to implement national policy (McCormick 1993; McCormick et al
1994). The Kenya Government needs tc review laws governing African markets.
The principles of periodicity and temporal conditions upon which the Nairobi

City By-Laws seem to have been based no longer hold for markets such as Quarry



Road and Uhuru. In particular, the By-Laws need to be updated to include a
section on the rights of stall holders. The city should also commit itself to
improved maintenance of the markets.

NGOs in Kenya currently offer many services aimed at fostering small
enterprise development. The findings of this research suggest that it would be
fruitful for NGOs to continue their emphasis on credit and training, but with
perbaps a slight change in emphasis. Mini-manufacturars have very little
access to credit. The lack of banks near the garment markets also suggests
that mini-manufactuiers probably have few other banking services. NGOs could
help by locating field offices near the garment markets to enable loan
officers to bacome mare familiar with the operations and particu}ar problems
of the mini-manufacturers. This should result in more firms gaining access to
current NGO loan programmes. In the longer term, mini-manufacturers may stand
to benefit from the shift on the part of some NGOs from credit delivery to
more comprehensive forms of financial intermediation (Otero 1994,.Rcb1nson
1994).

Mini-manufacturers’ Tow-quality strategy is showing signs of failing
under competition from better quality, bqt similariy priced second-hand
clothes. The c¢lothes, which were at first available mainly in cities and large _
tawns, have now reached the smallest rural markets. If mini-manufacturers are
to alter their market strategy, they will need assistancé. In particular they -
will require training to enable them to improve their quality without
drastically increasing their costs., NGDs could assist by offering such
~training at times and places convenient to the entrepreneurs.

In the private sector, larger garment firms, private investors, and the

small firms themsalves could all play a role in strengthening the mini-
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manufacturers. Larger firms can assist NGOs with training for improved
guality. This would be especially appropriate if large and small firms also
explore the possibility of mutually beneficial subcontracting relationships.

In this event, the quality of small-firm output becomes a major concern of the

ur

ubcontractor. Improving quality will probably also ragquire better pramises.
In the current political and economic climate, it seems unrealistic to expect
the Covernment to make maior improvements in the garment markets. It may be
possible instead to interest real estate firms or other private investors in
devaloping suitable space for rent on commercial terms. Finally, the smail
firms themselves can form one or more associations that will give them greater
strength in bargaining with City'authoritﬁes and provide a forum for
continuing to explore common problems. Qur exparience with the garmentmakers’
seminar suggests that producers and researchers would both benefit by working

together on the issuss of enterpriss development.

duce. 161ghetto, apr\? October 1594



NOTES

98]

This paper was originally presented at a Workshop on Industrialisation,
Organisation, Inhnovation and Institutions in the South held in Vienna
Austria, 17-18 November 1994.

McCormick was the principal researcher in all three phases. She worked
alone in phase one. Mary Njeri Kinyanjui and Grace Ongile collaborated
in phases two and three. We gratefully acknowledge the financial support
that made the research possible: Social Science Research Council (USA)
for phase one, Centre for Develcpment Research {Denmark) for phase two,
and the International Centre for Economic Growth (USA) for phase three.
We are also grateful to the business owners who have responded to our
many questions over these past five years.

This section draws heavily ch a summary description of the clothing
industry contained in the International Labour Organisations’ report on
its Third Tripartite Technical Meeting for the Clothing Industry (ILO
1987) and on Cable (19387).
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