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ABSTRACT

The Informal Sector in Nakuru ploys a significant role
in the econony of the town by way of revenue generation to the
Municipal Council and also by way of euploynent generation.
However, the role of the - Informal sector, particularly with
regpert to enployment generation, should not be over-estinated
especinlly when we take into account the growth pattern of this
sector, The growth pattern of the sector reflects horizontal
expangion acconpanied by little, if any, vertical growth.
Inspite of our nisgivings with respect to the enploynent potential
of the infornal sector in Nakuru, we enphasize thet there is a
"social" 1role of the inforuasl sector which is not always easy to
quantify, Teking this into account, the sector perhaps plays
a uore inportant role than would seem at first glance.
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1. Introduction*

The role of the inforunal scctor in nost urban centres is
of doubtless contribution as far as coploynent and incone generation
are concerned. However, btoth of thesc varialles, though ensily quan-
tifiable, are rarely known at all because this sector gencrally
exists outside the government statistics. Besides, sone of the
infornal sector activities are risky fron tﬁe enunerators' and the
respondents! points of view. In sone cases, sore of the informal
sector activities are clten socially inadnissible and norally deg-
rading. For exanple wheel-cart pushing shoe shining, not to nen-
tion prostitution, are activities that have been branded ss "dirty".
They nevertheless easc pressure on the existing fornal sector by
offering sone kind of alterngtive neans of liveclihood. Here we
sinply need to note that the expansion of fornal woge emnploynent has
not provided adequate earning opportunities for the existing-
ogdult population. For exaunple in Nakuru the governnent,.through
the Kenya Industrial Estates, has started an estate conposed of
25 factory sheds which, if fully utilized, are capable of creating
650 enployuent opportunities. Metal, paper, wood and food proce-
ssing together with tailoring have been cstablished through the
Kenya Industrial Estates. However, a large part of the labour
force is still unenployed., We 'w should note here that a significant
proportion classified as unenployed are cngaged in the infornal
sector, though practising, often without governuent protection and
encourngenent. Though information is lacking, the nuuber engaoged

in the informal sector is due to lack of jobs in the formal sector

has been increasing rapidly. This is probably the largest group which

which operates tea kiosks, shines shoes, scrves as "matatu" turn
boys, newspaper vendors, and street hawkers of other goods.

WVhile it is difficult to deternine agccurately their exact earnings
it is likely that the groups in town tend to mnake nore noney that

those in the rural areas.

* For background, see Working Paper 416.
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Shoe-shine boys and matatu turn boys are school drop-
outs fron law class squatter workers or rnaway kids (froo hoame)
who want to be independent and carn their own livelihood. Sowme of
then when they grow up becone proud owners of food kiosks. Sone
becouc drivers and other get sounc kind of cuployment. Sone inevi-

tably foll to crine.

The importance of the informal sector is, however, under-

lined by the government when it noted in the National Developuent

Plan 1978/33 that according to the National Survey, the infornal

sector in the urban areas should absorb 195,000 people by 1983
fron 140,000 -~ a growth rate of 4.9 per cent i.e. eleven thousand
placcs are to be created each year. It is agaoinst this expecta-
tion that we cxamine how far Naokuru has gone towards the achieve-

nent of this targeted rate.

2. Sccondary Data

In Nokuru, we note that the informal sector undertakings
were not recorded in the Priuary subsector, wnainly because this
is nostly a traditional sector related to nmining, quarrying,
agriculture and forestry. Thus there is no possibility of conduc-
ting prinary infornal activities in that land is held by individuals
with volid title deeds. There is of course the ad8itional problens
of scarcity of land and the Municipal by-laws which nay restrain
activities like quarrying. Furthercore, nining would be nineral
and land specific and this falls exclusively in the anbit of the

Ministry of Natural Resources.

Table 1 shows that in 1979 the wenufacturing sector
had one hundred enterprises eaploying 277 persons in the infornal
sector conpared to 82 formal cnterprises engaging 5743 persons.
The enploynent per enterprise in the informal sector is therefore
snall, no doubt reflecting the snallness of the enterprises. The
table also shows that construction has a per enterprise enploy-
nent of ten persons. W2 are therefore tenpted to conclude that

enploynent is a function of the capital outlay.
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This is because, loosely speaking, construction is a capital
intensive industry. In the formal sector construction, the
figure stands at 43,38 coupared with a figure of 70.10 persons in
nanufacturing. The souewhat paradoxical observation in the in-
fornal sector's construction industry can perhaps be explained
by labour intensity to go with the huge capital outlay so that
capital-labour ratio goes down. Given this situation the above
conclusion can be anended to read that enploynent in the informal
sector is a function of capital outlay i.e. capital using fech-
nologies are more labour intensive so that they can-exploit labour
nore extensively given its cheapness,

In the tertiary sub-sector, the informal sector has
651 in trade and connerce and has engaged 1938 persons giving an
avernge eaploynent figure per unit of 2,98 while the counter fi-
gure in the formal sector stands at 10.69. As for the services
industry, the unit mean for the two sectors was 4,07 and 60,10 for
the inforual and formal sectors respectively. Given the defini-
tion applied by the Central Bureau of Statistics these figures
need to be interpreted with caution. In short the informal sector
provided 14.47 per cent of total employment in Nakuru town in
1979. However, the average eaoploynent figure per firm was 3,21
persons., Given these observations from secondary data, we now
durn to our own survey data., First we discuss data which does
not present any functional relationships before turning to the nore
"solid" data, i.e. to the extent, as 2lready pointed out,that

can talk of "solid" data froa the informal sector,
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The Baseline Survey

The enumeration excercise revealed that 1682 informal
establishments are currently operating in Nakuru town,- The distr. -
buticn of these enterprises by the type of activity is presented in

Table 3.2. . o

Table 2. Distribution cf Enterprises Ly Type Qf Activity

We *can see from table 2 that manufacturing is not significant.
This suggests that economic sophistication plays a role in the
determinaticn of employment potential. Thus there is a possibility

that a positive correlaticn exists between the degree of ecconomic
sophistication and the size of the informal sector. Essentially, we
expect interdependence between the two sectors and given that the
formal sector is the bigger of the two, its share of income is an
important variable in shaping the informal sector.

The services sector ranks second, but this excludes house
servants and squatters., This sector includes a big proportion of
matatus which provide the transport services to commutters. Trade
and Commerce heads the list because of its "simple'" nature and be-
sides it doues not call for much skill. Furthermore it is also
possible to venture into the business with very small amounts of in-
vestment as will be shown later in the chapter. We note in advance
that most cf the Lusinesses in this categcry are single-owner, single-
operated businesses. Tbale 3 presents the distribution of enter-

prises by sex, and type of business.
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Table .3 Distribution of Ownership/Operation of Businesses by

Type of Activity and Sex

———_——

Out of 187 enterprises in manufacturisg, women managed or owned 12
enterprises. The figure shot up to 461 i.e. u4.20 per cent in trade
and commerce. This may support our - earlier assertion on the 'petti-
ness" and "littleness" of investment capital in trade and commerce
because traditionally women are not propertied and as such do not have
sources for large investments. This fact is propped up further by the
realization that no female respondent in the sample survey owned any
business in the services sector . This sector, as pointed earlier, is
unduly dominated by matatus which require- heavy capital expenditure.
In the entire universe, women comprised a meagre 28.18 per cent.’

How about employment? Table:: 4 ghows the distribution of

enterprises on the basis of employment.
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Table . 4 Distribution of Enterrriscs on the basis of

Employment i.e. Number of People Engaged

g

Out of 1682 enterprises, 1155 i.e. 68.67 per cent aro one-
man enterprises which suppcrts the argument that emplcyment pctential
can in most cases be viewed on the basis of new (more) enterprises
rather than on thebasis c¢f expansion of the existing enterprises.

In this respectnone of the respondents had more than one firm i.e. no
enterprise was or had ancther branch elsewhere. It is equally

possible that most of the operaturs (who in most cases are the cwners)
started the activity khecase they had no c¢ther alternative in the formal
wage market. As indicated in Table 4 two employees comes in a poor
seccnd with 24.73 per cent and as pointed earler, this figure owes

a lot to the matatus. Enterprises with three emplcyees formed 3 per
cent of the universe while %4 and 5 emplcyces per enterprise constituted

1.13 per cent cach. Enterprises engaging 6 and above perscns added a
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nere 1,55 per cents However, the initizl survey further revealed
that 5 enterprises had tr2inees while 21 enterprises had both
trainess and enployees, In short +then, 31.45 per cent of the enter-
prises hod nore than one person engaged,

FPron the foregoing, it emerges that the nuaber of people
engaged in the informal sector activities were 2474 giving en
nvernge of 1.53 persons per enterprise, However, in nost enter-
prises there wag one tespondent ot the tine of the base line survey
and o different one at the tine of adainistering the questionnaire,
In addition, we noticed that use of family labour is prevalent in
the infornal sector - in fact nmost of the businesses were a fanily
affair, As regards natatus, one generally encountered a driver
and a "turn boy'", plus sone other people who help in organising the
connuters and in loading their luggnge. (They are refered to as
nanonbas - these are nctually the turn boys while the other "turn
boys" are actually the conductors)., We caon therefore conclude that
patatus in general cngage nore than two people per vehicle even when
overlooking the owner, In general, therefore, other than in trades
like shoe shining where one operator seens to Le the norm, we can
with little reservation double the nunber of people engaged in each
enterprise which would push our mean figure to 2.94 persons per enter
prise, Besides, under estination of enterprises can not Le strictly
ruled out, For instance all infornal sector activities which are
illiecit Ly their very nature e,g. brewing of local liquor, prosti-

tution, drug trafficking etc. were neither enuneranted nor sanpled
out, ©Nonetheless, given this low average figure, it is pernissitle
to point out that potential for growth (in teras of enploynent:
resul ting frow division of labour within the firn) in the informel
sector activities (i.e. those with nine persons and less) is

rally low, Turthercore these businesses ire usually family
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such the driving ferce behind them is not always the traditicnal
profit maximization motive. In additicn to, and some times in plc -e
of profit maximization, a hest of other considerations are involved
as will be shown elsewhere in the report.

Finally, we should say scmething about the cpen air market
in Nakuru as an impcrtant aspect of the informal sector in the town.
This market is a typical market in an african setting. The stucy of
this market is, however, very problematic in that it is virtually
impossible tc justifiably sample the acters in this market in that
pecple involved are not always the same and besides ncbody has any
definite location i.e. definition ¢f location depends on the commoedity
one is selling in a particular day. Secondly the operators are not
likely to be residents of Nakuru town.. Most of them ccme from the
near-by suburbs while cthers ccme from as far as Naivasha (about 75
kilometres fpocm Nakuru town). . A third problem is that this market
cdeals specifically with perishable agricultumal commcdéities. This means
that attendants acquire rights tc use it on a daily basis. They there-
fere pay a market cess on a daily basis.

The market, though not as organised as the "municipal
markets" which we included in Leth surveys generates both income and
employment to both the operators and the municipal council. Inter-
views with the Market Inspector revealed that incividuals are
charged Ksh. 5 per day and that on average the market generates Ksh., 1750
rer day to the municipality, i.e. taking an average figure c¢f number
of people attending the market to be 350 per day. There are some
bigger units which come to the market such as lorry cwners and
mini-lorries (pick-ups). On average two lorries per week come
t¢ the market yielding Kshs. 240 plus two pick-ups per week which
yield Kshs. 80. There is also en additiocnal Kshs. 120 from big

market entrepreneurs who provide geods in bulk. This group generates
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Kshs. 440 per week giving a total monthly income of kshs. 1760. The
big operators are likely to engage 30 perscns (if we assume a low
average of three persons per vehicle though most of them usually en-
caged four te five people, and accept an average of 4 vehicles plus
those who supply the bulk of tomatces, vegetables and potatoes).

This raises our employment figure to 380. The market per se generates
a monthly income of kshs. 55000. When we add the big operators' in-
ccme of kshs. 1760 we get a total figure of roughly kshs. 56760 per
menth which yields K£ 34056 per annum to the municipal treasury and
censumes next to nothing from the municipal council. We ncte, in this
respect, that the more"tnorganised' the informal activities are in
Nakuru the mcre likely that they will pay more in terms of "charges' per
year. Thus a single attendent to the market pays Kshs. 1825 per year
while licensed kiosk operatcr pays Kshs. 200 per annum. This may be
due to the volatility and lack of bargaining power of the "unorganised"

activities.

Sample Survey: Frequency Discussion

Our sample size was 5.08 per cent of the universe. As
earlier noted, it was systematically stratified and randcmly selected
on the basis c¢f activity. Some of the major activities are thus ac-
corded eminence because of their centribution (absclute number) to
the universe. They will nonetheless be discussed together with their
sectors thouyh we shall then mention them on their cwn where necessary
in order to help substantiate peculiar cbservations.

As far as identificaticn was concerned we cbserved that
11.76 per cent cf our sample had formal names for their businesses.
The rest had no fcrmal names for their businesses which su.ges-
fragmentary nature of the businesses. We, however, noted that 36.

Fer cent had a permanent work place or lccation. This figure
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oerhaps a bit high given the common tencency to assume that
informal secteor enterprises are largely itinerant. Regarding
postal address, 72.94 per cent reportec¢ having a postal address.
This would imply that a definition of informal sector ccnstructed on
the basis of "No pcstal address' (as done by the Central Bureau
cf Statistics in Kenya) would leave quite a sizealle proportion which
inevitably is informal as will be revealed later in the analysis.
However, in saying this we should keep in mind that virtually every
responcent will claim to have a way and means of receiving his mail
regarcless of whether that '"Bex" serves him alone or the whole tcwn.
So in the real sense, the business may not own its own postal address
as it does not exist by any legal name. Rather the entrepreneur de-
rives some utility frcm claiming that he has a post-office box.
After all he can receive his mail from a friend's post office box!
Informal sectcr activities are thought to be part time i.e.
they do not operate all' the time. Hcwever, our findings supgest the
contrary because 96.5 per cent of all the sample enterprises operated
all the time. Regarding ownership of tools and equipment, 94.2 per
cent of the respondents owned all the tools. Here we note that it
was just in kiosks where we hacd the biggest number (4 cut of 19) of
respondents who did not own all the tools. Another interesting oh-
servation is that 82.35, 10.59 and 7.06 per cent of the responcents
claimed that their equipments were partly modern, medern and old
respectively in that order of descending importance. This may suggest
that they are not new in the business, that is, their equipments have
depreciated, or that even though not old in business, they expect

tobe there for some time. Alternatively and more likely, it may
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suggest that they did not have resources to buy new equipment and
were thus relegated into the second-hand market where the formal sector
disposes the near obsolete technology - an area which requires further

examination, Table .5 summarises the data discussed above.

Table .5 Identification Features

P: partly modern
M: modern

@: old
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A guestion that students of the fornal-informal

sector usually debate concerns the type of relationship that
exists between the two scctors. Ve contend that the two are inter-
dependent but assuning an input-output table, wec would like to
know the volue of their technical coefficients so that we can
safely say who is favourel by the terms of trade ensuing between
then, To put it differently, is the relationship benign or ex-
ploitative? Tables *,6 and = 7 roughly depict the type of re-
lationship that exists between the 2 sectors. We note, for exnuple
that at the nmacro-level, the informal sector purchased 47,76 per
cent of their input regquirements from the formol sector while the
high income group (in this case usunlly synonymous with the
fornal sector) consumed 16,75 per cent of the informal sector
goods and services, At the sub-sectoral level, the nanufacturing
sector is the worst hit with tailoring, in particular suffering
the nost. Tailoring acquires 80 per cent of inputs froa the
fornal sector and sells nothing to the high incone group formal
sector, Thus the bulk of the output 79.3 per cent is sold to the
low income group and area, We note too that their product is
conplenentary and substitutable to what is s0ld by cloth sellers
and this is where the low inconme group’ excels - consuning 75.4
per cent while the niddle income claius a 24,6 per cent share,

As for cloth sellers, their main supplier is the informal sector
which accounts for 75.7 per cent of their total inputs., Cloth
selling is thus an informal sector activity per excellence,

In gencyreol, the - inforunl sector consuaes 44,10 per cent frono
itself in terms of inputs and sells 30.64 per cent to itself for
final use purposes, This shows 2 bit of synunetry as the figure
is not as skewed as in the case of formal versus informal sectors,
But while the informal sector acquires 8,34 per cent of her

inputs from the household sector, she sells 52,60 per cent
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Table .6 Sources of Informal Sector Inputs

e
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of her otuput to the household (low income) sector. It would the™
appear that the informnl sector caters for the poor and mediun
(83.24 per cent of the output goes to these two groups) incone
groups. The nmost synnetrical category is that one of "others"
which buys 26,20 and sells 23.02 per cent,

A look at consumption of transportation services is
interesting. The high income group which is expected to be
owning personal neans of transportation consumed 29.7 percent of
services while the nmiddle incone group who are mainly the workers’
with no personal ueans of transportation consuned 48,3 per cent,
The low incone group does not travel nuch and if they do, they
either walk or use other neans (bicycles) of transportaton, Thus’
they utilized 21.9 per cent warth of transport services, However s

an evaluation of acquisition of transportation inputs is heavily

lopp sided towards the formal sector with the household/low income
group contributing zero per cent. The informal sector contributes
a snallish 21.4 per cent while the.foradl sector contributes the
bulk of the inputs with a 78.6 per cent contribution. his is to
be expected, The infornal sector nakes neither cars nor spare paorts,

Fruit and vegetable selling together with charcoal selling
are the only two sub-sectors which buy nothing fron the formal
sector and yet end up selling 22,81 and 15,0 per cent respectively
to the high incoue group, 2 finding which can be explained by the
fact that the two sub-sectors are rural-oriented and .as such in-
ro2ad by the forual sector is rather difficult, In contrast,

tailoring and shoe naking buy 80.0 and 52.34 per cent respectively,

fron the formal sector and sell nothing to the high in~o ° group.
In a senSe, this nore than ever—conpensates the charcoal-veg.

and fruit selling deficit,

In sunnary given that the infornmal sector buys 47.

44,10 and 8.34 per cent frow formal, informal and houselo
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respectively while selling 16,75, 30.64 and 52,60 per cent to
high, nmediun and low (taking high incone as a proxy for formal
sector and nediun incowme and household as proxies for in-

forcal sector) income groups respectively ,we suggest that +*he
relationship between the sectérs definitely seeus asynnetrical
nore so as regards the household sector. Here the informal sector
enjoys better terms of trade. @ther then that, the relationship
bewweeen the formel and in*rrnal sectors seens exploitative
especially if we restrict ourselves to the terms of trade between
the infornal sector and the high income group. We should note

however that the informal sector serves herself and the house-

hold sector to the ftune of 83.25 per cent%, while buying fron her-
self to the tune of 52.44 per cent, However, we reiterate that she
buys 47.76 per cent of her requirements from the formal sector.
Now, if we split the remaining 52.24 per cent, of the formal

sector sales between the formel and the household sector, assuming

the distribution is 50:50 (i.e. 26,12 per sector), this would

nean that the formal sector depends (73.88 i.e. 47.76 plus 26,12)
crucially on the other wwo sectors and thus cannot survive 1 ..
without then, However, even if the formal sector is left to-
gether with the household sector, the itwo are less likely to survive
then the informal sector together with the household sector. The
latter two can easily survive and operate at 83,25 per cent of the
output level assuming no substantative excess capacity at the
present level of operation,

As regards personal infornation on the respondents, we
found out that 82,35 per cent of our respondents were owners of
the businesses they were uanaging with eoployees or eumployed
managers occuring in bigger numbers in transportaton where only
2 out of 13 of the respondents were ovners. 43 out of 85 res—

pondents were nigrants who left their honme districts in order
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to look for a job but on failing to get fornal enmployment
got absorbed into the informal sector, However, sone of the
respondents (mostly women) nigrated on marriage and work both
as house wives and buSiness entrepeurs. Of all the respondents,
only one of then resided in a high income area while the najority
(58.82 per cent) resided in middle income (of questionable
status,, We think they tend towards low income) estates,
However, a good proportion (51.76 per cent) had their homes in
low income areas,

Though generally felt that the informal sector is
transitory and a springboard into the formal sector, none of
the respondents had changed his/her occupation in the six months
preceding the survey. We note however that their present
occup2ation has not always been their occupation with some having
been casual workers in the informal sector or household sector
i.e. in primary production, house boys, bar waiters or euployed
to perforn various tasks in the informal sector, But once they
got into their present occupations they have not gone out of it,
Thus the nean number of -yesars of operation is 3,75 years. What
then drives them into -the informal sector? Table .8 presents
the respondents -driving forces., Usually the respondents gave

more than one reason,

* The respondents could be living in "servants quarters: or

shanties in middle income areas, Thereforg,their houses are
not niddle incowme as such, However, it is unlikely that
those living in low income areas would be residine in nis

or tediun income houses,
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Table .8 Selection and Evaluation Criteria

We note from Table 8 that of all the respondents! 105 reasons
for selection of the activity, 12.38 per cent had something

to do with past acquittance with the activity either while
attending a course related to this particular activiity or
having assisted, in one way or another, in a relative's business
or having been employed in a similar activity. However, 33.49
per cent of the reasons were related to c¢bservations.

i.e. personal observation by the entrereneur of the trends of the

activity., This may be by way of observing achievements of the
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people they had seen in similar activities for some tinmeyleading
to the conclusion that the business was "profitable", 21.90

per cent of the reasons were related to advice fronm friends and/
or relatives to get into the business. Needless to say it is
highly likely that wmost of*the advisers had similar types of
businesses in the town or elsewhere, 31.43 per cent of the rea-
sons belonged to the category of "others" considerations for
going into the business. This category would include such reasons
as lack of other alternative, having training in that particular
type of activity, being in town with a relative and having

failed to acquire & formal job etc., Others claimed that they
wanted the independence of self-euployment while still others

were compelled into the particular business by the need to dispose
farn surpluses, This is especially itrue of fruit and vegetable
sellers. There were a few respondents who claimed %o have in-
herited the businesses,

As far as the occupational potential is concerned, 35.30
per cent of respondents did some form of appraisal with the
search for profit being the driving factor. We note, however,
that 22 out of 85 respondents (25.88 per cent) decided to try
their luck i.e. they did not in any way assess the potential
of the activity. 20.0 per cent of the respondents were advised
by friends and relatives while 18,82 per cent did sonme form of
personal observations, We can therefore argue that about 74,12
per cent of the sample assessed khe occupational potenticl of
the particular activities they undertook. How about the know-
ledge that ‘their products would be demanded and sold at reasonabl
prices? Tle largest group of respondents (37.65 per cent)
denand factors - mostly large population and leck of compe

from the existing establishments at the time of setting u-



~21 = TIS/WP 417

business, 30.59 per cent of the respondents started by ex-
Perimenting while 31,76 per cent had nade other considerations
like centrality of the location and shortage of supply. Loca-

tion of the business was mostly cictoted by dextnd. figfiers. | Thus

51.76 per cent of the respnndents reported taking demand into
consideration, while availability of space attracted haolf this
figure. Other considerations, such as being near the respondents!
residential area and ability to have safe storoge were factors
behind selection of he loeation while heirs had 1little choice,
38 out of 85 respondents (44.71 per cent) had surveyed the uarket
in connection with- the availability of inputs. In sumnary then,
the entrepreneurs possess a fair measure of business rationality.
. Informal sector aetivities are thought to be prone
to all types of problems, and this was confirmed by the survey.
Both at the time of setting up the business ard at the time of
the survey, only two respondents repofted that they never ex-
perienced any problen, These are likely to be the heirs, However,
and rather astonishingly, insecurity of land tenure both now and
then was cited only 3 and 2 times respectively out of 308 and 244
problens experienced now and 2t the beginning. Transportation
too has not been a major bottleneck occuring 9 out of 308 reasons
at the initicl period and 10 out of 244 reasons at the tine of
the survey., Capital emerged as the nain constraint. 72 out of
308 probleas (23.38)per cent) nt the time of conmencement and
24,59 per cent of the problens at the time of the survey were re-
lated to capital, Lock of lef.end has ©lso encroed as o constont ~<con-
straint constituting 16.39 per cent of the problens at the tine of
the study compared with 20,12 per cent at the time of initiation.,
Increased realisation by the government that the inforwmal sector

plays a positive role is reflected by the foll in adaoinistrative
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narassnent froo 7.8 per cent to 3.7 per cent between the tinme

of setting up and the tinme of the survey. 4n aluost double figure
indicating excessive conpetition as 2 constraint between the two
periods seens to indicate two underlying features. First, sonme
sort of appraisal must have been initially undertaken resulting
in the conclusion that coopetition could not have deterred opti-
nel or near optimal performance and second, horizontal growth has
taken place at the expense of vertical growth thus leading to
lowered consideration for profitability. Thus the need to be 2
"businesspan" i.e. to be self-employed plus lack of alternative
enploynent due to low employment growth rates both in the formal
and infornal scctors in the wake of rapid population growth and
with 1t a fast growing labour foree, has led to increased nunber
of enterprises as opposed to nunber of people engaged in the
different firns,

The "others" constraints constituted 7.14 per cent of
the initial problecms and 8,20 per cent of the present problens,
This conmposite category was dominated by factors related to nature
nanely rain, sunshine and dust. Sone respondents cited theft. and
stornge &s other constituent problems of "others", This underlies
the fact that a good portion of the business are carried out in
the open i.e. €ran no structures at all, This is especially. true
of those suffering fron natural problens,

As far as sources of investoment funds are concerned, 67
per cent of the respondents financed their businesses fror their
own savings, This ioplies that the initial capital investnent is
generally low since these people are generally poor, It nay
equally reflect lack of knowledge or ignorance as far as Sources
sredit . facilities are concerned, However, the extent of init

self-financing way be as 2 result of lack of security to offer
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colateral, Slightly below 6 per cent of our respondents had loans
fron fornal institutions compared to 16.5 per cent who had
acquired loans froo friends and relatives, We note here

that sone of the respondents could be leterred from borrowing

ty the traditional fear of the unknown, Thus they would hate to
lose their formal securities even if they had securities, sl .uld
btusiness not perforn successfully as anticipated, They, therefore
would prefer to borrow, if borrow they nust, from "informal" friends,
rather than fornel institutions., In this connection 8 per cent
of u..e respondents 2d augnented their own savings with borrowesd
funds fronm acquittances, -

Out of the sanmple, 78,82 per cent of the respondents
had dependents or other nembers of their families staying with
then and only 44,70 of them had other incone earners which inplies
that 55.30 per cent of the respondents had to feed their dependents
solely and entirely. This night account for the low percentage
of those who remitted something outside the town -~ 10,59 per cent
renitted sonething i.e., incone outside town. The nean renittence
was roughly Kshs, 74 per nonth which constitutes 0,06 per cent of
the mean inconme figure in transportation (which has the highest
nean) and 5,55 per cent in shoe making (which has the lowest nean)
and 0,03 per cent of the sample nean. é@his.mean of Ksh 8316* is
the revenue meaq/. It is therefore true that the inforual
sector actors find ‘hemselves narginal and thus: unable to remit
funds outside the town., In addition a belief exists that it is
those with formal Jjobs who should assist those who are not in the
towns, It is also possible that most self-enployed persons do not
view thenselves as being enployed and therefore have little reason,
if any, to remit noney outside the town. How about contribution

to the nunicipality then?

¥DPhe legel pininowmc wage in the forial scetor in-Nokuru is Ksh,
482 per nonth,
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94,12 percent of the respondents contended that they
contributed towards the nunicipality by providing essential
services and hiring labour, Slightly unore than half (50,59 per
cent) felt that they utilized the council's services in their
businesses, And of all the enterprises, 98,82 paid sone kind
of levy to the municipal treasury thus contributing to the nuch
needed revenue by the nunicipal council, The nunicipality collects
Kshe 46 per nonth from each enterprise which anmounts to K&

46423 per annun, excluding the narket which earns the council

K£ 34,056 for a total of K& 80,479, This is not a small contri-
bution fron the informal sector, given for example the 1982 nuni-
cipnl revenue of K& 2933,409,

Not surprisingly, 65 per cent of our respondents felt
that the growth of the informal sector had some effect on their
perfornance, Moot of thaen noted that this had the adverse
effects of reducing the number of customers and thereby adversely
affecting the level of their incones, Sonme of the rewpondents
who acknowledged the increase in the informal sector enterprises
welconed their debut arguing that they increased competition -
leading to efficiency; besides, sone of the informal activities
depend on the others for the supply of their inputs and would there-
fore stand to gain from lower prices resulting fron increased
conpetition, This view notwithstanding, it seens that increased
nunber of enterprises reinforces the earlier observation of
"excessive coupetition" at the time of the survey, which in turn
seens to reinforce the popular view of "ease of entry" into the in-
fornal sector industry,

Having looked at non-functional relationships, we now
turn to the functional relationships, 1In looking at these re-
lationships we once again would like to urge the reader to keep

in nind the dada shortconings nentioned earlier,
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Saople Survey: Funciional Relct.ionships

The behaviour of the informnal sector both in terms of
eoploynent and/or income generction is influenced by a nuaber of
factors both economic and non-econonic - in fact social factors
seen to be more prevalent in explaining the observed behaviour.

In other words the informal sector, though to some extent be
heving according to the expected econonmic norms, largely deviates
fron behavioural characteristics of the factors prevailing over
econonically quantifiable factors. While at first sight it

nig.. s appear diffic -1t to grasp the "informal sector rationale",
it is not completely so on = second glance *n that what is in the
books is generally for societies or scectors "in the light" as it
were while the informal sector is generally an "underground" econouny.
A study- of this econony-dt this stzge would taerufore oppetr 2
pioneering work especially if its dynanics arc to be captured.
Governnent policies both nmonetary and fiscal may find way into
this sector not directly but rather indirectly. Thus factors such
as rate of interest and income %ax manipulatios, eventually find
their effcct in the inform2l sector but how and when? While such
variables have direct and in mos+t casces strong and quantifiable
iopacts (may be after a lag) on the forcal econony, it is difficult
to ascertain their likely effect on the informal sector. However,
we suspect that the effects of such measures will most probably
end up being spill-overs to this sector. What we are therefore
pointing out is that while for example the rate of interest may be
an inportant consideration in deciding whether to invest or not in
the formal sector, it is not an iucportant factor in determining
investnents undertaken in the subterrancan econony. But one thing
we are sure of is that while investoment leads to'employment in

the formal sector it does so as well "in the disadvantaged sector.

The only question is how ouch employment does it create?
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In other words, what is the wmarginal iapact of an extra shilling
spent on investuent on employunent? -Froo our study, changes in
enploynent as a function of changes in inveStment aoong other

factors yields the following results:

DFr = 82
X2 is changes in enployment
X6: is nunber of years of formal education

is changes in invesinent

DF is degree of freedon

The figures in the parentheses are t-values.,

We note that a change in investoent is an ioportant
variable antl in fact it is the only variable which is statisti-
cally significant fron zero in determining changes in eaployment.
We note that the fit (32 = 0,308. is rather poor which suggests a
nispecification of the function, & problem we nust contend with
given what we pointed out earlier on, nanely that performances
in the informal secctor are perhaps best explained by social, factors,
We further note that though a positive relationship between levels
of fornal education and changes in employnent i.e, labour ab-
sorption, exists, education of the investor is not an iuportant
variable in explaining informal sector employment. However, we
know that education is an important factor (human capital coopo-

nent) in increasing ones probability towards formal sector job

acquisition, Stated differently, productivity is seen to increasc
with levels of fornal education and training (may be on the jot

and/or experience) in the formal sector and hence eaployuent o
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increase with these 1two,

As far as informal sector is concerned, level of ex-
perience in the job narket has a negative inpact i.e. coployoent
as a function of levels of experience among other variables yields
a negative coefficient for the parameter estimate, However, the
value of the paraneter estinate is not statistically differ. .t
froa zero at 95 per cent level of confidence,

X1= 0.2992 + 0,0187X,~ 0.0163X.+ O.O532X6+ 2.1698X

3 7
(1.636) (-0.479)  (1.218)  (5.692)

R™- 0.304

DF = 80
X;:  euploynent (nunber) in the informal sector
X3: Age in years of the respondent
X4: Experience in the business in years
X6: level of fornnl education in years
X7: level of informal education i.e. 2 dunny variable which

takes a value of 1 4if the respondents had any other training

and zero in all other cases
DF and the figures in the parentheses aore as defined earlier and

will be defined in the same way throughout this report.

Here, we suspect serious nulticolinearity between age

and experience leading to the negative iwopact of the parameter es-
tinote for experience because fron the Correlation Matrix
(Appendix 2), the correlation between employnent and level of
experience ( rx1x4r 0.033) is positive. We note that nge and
level of formal education have the expected signs (positive)
though statistically insignificant. Though not unexpected, the
level of infornal sector training is an inportant factor in in-
fluencing eaployment i.e. it shifts the coployment function by
2,17 pexrsons in an eaployuent education space, VWe would expect

that as one gets training in his/her field of operation, the nore
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he/Bhe is likely to require an assistant thereby increasing en-

ployuent, The only fear is-that our function explains just 31 per
cent of the variation., We suspect that social factors need to be
incorporated so as to capture the part of the unexplained varia-
tion.

Change in employment can also be seen as a function of
experience and changes in revenu® 1.c.nore capital will require
nore labour to complement it.. We at the sane time expect changes
in enploynent to be affected by the level of formal education
i.e. both in the formal and informal sectors, Whereas this is
true froa our findings, the non-significance of the level of
fornnl education leads to the conclusion that formal education
is not necessary in acquiring informal sector enploynent; after
all those with remarkable levels are already engaged in the
fornol sector. This observation is supported by the fact <hat
the nean for level of formal education is 7.45 years. These are
thereford, - priomary school leavers or drop-outs who thouszh aspiring
to white collar jobs find their chances of getting theu coapletely
renote because fornal jobs require higher education than they
have, The relationship between these variables is presented below.

X2= -0.0250 + O.Ol9lX6+ O.OOOlX13
(.593) (3.701)
R%= 0.378
DF = 82
Xlﬂ: changes in revenue and the other figures are as defined
earlicer on.
Incone/output is.a function of labour and capital.

Using 2 Cobb-Douglas foraulation, we can say that capital -

labour ratio is a function of average prcduct of labour so that
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log (X/L) = 6.4059 + 0.2319 log (Y/TL)
(3.712)

r = 0.38
DF = 83

K: Capital proxied by investnent
L: Labour = employnent
Y: Incone/output proxied by revenue

The constant elasticity of substitution for labour is
0.23. This neans that for every unit of production, capital and
labour will be substituted at 77.23., This obscrvation has far
ret ~hing conclusior in that the infornal sector is capital inten-
sive. In Kenya, capital is excopted froan nany duties and taxes,
Furtheroore, depreciation allowances tend to noke capital more
attractive compared to labour such that it is always profitable
to operate with reclatively new capital and dispose the rela-
tively old capital elsewhere (recall that 82,35 per cent of omr
respondents clained that their tools and equipnent were partly
nodern). This "elsewhere" is most likely in productions which for
all intents and purposes are likely to be informal by definition.
The end-use cosSt of these naodines and equipments (capital) is
less likely to be expensive conpared to new and old and given
that what matters in production is relative factor prices, the
price of capital of necessity is chenper than the cost of labour
in view of the low labour productivity resulting froo low levels
of education and training which culninates in the observed he-
haviour, In fact the average product of labour is a significant
deterninant of the capital-labour ratio,

Low labour couponent per unit of output can equally ex-~
plain the low pean enployment figure of 1.5 notwithstanding the
size of the establishuments. This night as well explain the apparent

paradox of capital intensity discussed earlier in the chapter. &nd

below.
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A sinilar formulation on a linear forn, however, yields
a slightly different result:
X‘.O= 5439.5T + O.O726X8+ 847.87)(:L
(4.96)  (1.43)

The outcone of the above equation reinforces the earlier
observations that capital is.the Single nost importont variable in
deternining output ond that labour is of secondary inportance.

We enphasize that care should be taken in interpreting the pare-
neter estinates of the factors because the likely aulticolinearity
between enployment and investnent is likely to distort then,
However, from Appendix 2, the correlation coefficient between the
two 18 not high (rx = 0.43). We necd note further the poor

178
correlation between incone and ewployment given by r = 0,36

%0
conpared with r = 0,56, We can safely conclude therefore,
that incone/output is to a high extent deternined by the capital
conponent, This is contrary to nmany findings or feelings thot
the informal sector is a labour using sector and that capital-
d&bour ratio is very low thereby leading to low average products
of labour.Relative factor shares arc dependent on the production
techniques which are in turn dependent on the type of technology
prevailing at a particular point in time and which together
with other factors (mostly national development goals pitted
against the constraints) deternine the relative factor prices,
In this case, average prcduct of labour is likely to be high as a
tesult of high capital productivity.

Recalling the assertion thet neither investnent nor in-

cone is purely 2 function orf econonmic variables, an obviously

expected relationship was that average wage rate is a function
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average investaent; this expectation is not realisable fron

our data,

X = 5089.14 + 0.0882%,,
(3.071)

R% = 0.319

DI' = 83

average wage rate in Kshs,
X14: captial-labour ratio

Though statisticaolly significaont, the variation
exploined is very low., This tells us that we need actually to
restate the nodel., This.fact is further supported Ly the type of
responses we got fioom our respondents as to why they chose the
particular type of activit,, none had done any appraisal.(Table
3.8 colunn 1). When querried further on the determination of
the denand for their products, about 37.65 per cent cited denand
considerations., No wonder our functions are only explaining
roughly 33 per cent of khe variations,

A conposite function relating incomes to levels of in-
vestoent, levels of education Loth forual and informal and finally
labour coaponent i,e a nodification-<of the linear Cobb-Douglas
fornulation so 2s to incorporate the human capital component had

the Tollowing results:

X, o= 6108,11 + 0.0698X,- 107.22X, - 1196.79X, + 1069.35%
(4.36) (-.46) (~-.43) (1.40)

R%= 0.33%2 “

DF = 80

The equation has the level of investment as the only statistically
inportant paraneter and the expected positive correlation,
Otherwise a serious oulticolinearity problem is underlined by the
negotive sign of the parameter estimate of the measure of human

capital nanely infornnl levels of edurntinn which displays a
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positive correlation coefficient from the correlation natrix given

by rx6x10 = 0,015, We note thot inconme falls with increases in
the ievel of formal education. This nay be due ot the fact that
higher levels of education leads to poor interaction between the
entrepreneur and the consuners resulting in comnunication break-
down. In other words the entrepreneur is too aloof to intermingle
and hence does not know the needs of his custoners and thus a ne-
gotive association between increased education and incone comes to
exist. The other possibility, which is nuch nore likely at macro
level, is that high levels of formal education leads to shifts
fron informal to formal sector or at the traditional versus noddrn
sector considerations, leads to nigration i.e. at the national
level, it leads to rural-urban nigration. Though rcising the
average product of labour in the sector of out-nigration in the
short-run, in the long-run, it leads to under-development in the

affected areas because the educated tend to be young,energetic

and innovative,

Conclusion

We can therefore tentatively conclude that growth in
the informal sector is mainly of the nushrooning type where the
nunber of firms increase and expand horizontally while vertical

growth and integration tends to remain stagnated. In other words,

growth of the informal sector isltrzely exogeneous to the industry and

thus variable instruments to influence their growth are hard to
enunerate,

As regards technology, though of intermediate type, the
informal sector appears to be capital intensive - a fnct which is
dependent on the formal-informal sector relationship, Besides, to

the extent that the relationship between formal and informal sectc
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is exploitative, the donmination 2ail soi.e churcetaristices of _ -
the former cre likely to hove been pushed into this latter econony.

The single important factor in explaining performance
of the informal sector both in termns of income and enployuent is
the level of investment. And as noted, generally, nigrants are
the well-educated who eventually lead to falling incones in the
region of out-nigration i.e., vent for surplus best explains the
observed behaviour.

Ve note further that factors that nffect the growth and
hence the dynanics of" the infornal sector like the respondents?
background, possibility -of  acquring a fornal job etc were
onitted in this (function..) analysis and should in future be in-
corporated.

Given the foregoing, we expect government policies
both monetary ond fiscal to affect the informal sector indirectly
i.e. ioplicitly the government has handy variables as far as the
infornal sector is concerned but the problen is how long it would
take for the policy instruments to Le effective.

In sunnary, we con say that the determinants of the
growth of the informal sector are largely exogeneous. The type of
technology used is a curious nixture of autonony and dependence,
The performance of this sector therefore is largely dependent on
the generaol state of the technology, the socio-econonic background
of the entrepreneurs and the state of health and requirenents of

the fornal sector.
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7: Summary of Main Conclusions

From this study, a number of conclusions can be
arrived at., Here we present only the main conclusions with
the hope that other minor findings have been grasped from the
report.

A major contention by many scholars and researchers
is that the informal sector activities are net~users of
municipel facilities. TFrom eur study, we found out that al-
most 211 (98.82 per cent of the sampled enterprises) informal
sector activities pay some kind ef levy to the municipal
council while only 50.59 per cent reported using municipal
facilities at their places of work, Though the data should
be interpretted with caution, it is evident that as far as
Npkuru town is concerned, the informal sector activities are
net producers of Services i,e. revenue to the municipal kit.
Furthemore, the data scems to permit the conclusion that
informal sector activities in Nakuru, though "young" in years
have become somewhat formalized in their relation to the
municipal government.

The contribution of the informal sector towards employ-
ment can be seen in the light of the growth potential of this
sector, The growth is in turn dependent to 2 high degree,
on social foctors like population growth. We note for example
that the school enrolment rate at primary school level out-
strips the growth rate of secondary schools. This results in

primary school drop-outs who can only eke out & living from
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tre inform2l sector given their low levels of education.

Given this situation the fate of the informal seetor would
look potentially explosive, In other words, incrcased
emergence of informal sectur activities is a logictl
expectation, Whether this situation translaotes itself into
urban informal sector is of course dependent on » lot of

factors some of which 2re social,

In the ceuntry the rate ef growth of the formcl s.c~
tor in 1934 is expected tm be the some as that of 1983 which
analogously implies that the informol sector must continue
playing the role &t has played in the recent past., According
te the Kenyan government, this means that the urban informel
sector must generate 11,000 e or more employment opportunities
per year if the employment equation is to remf2in re2sonably

stable,

In Nekurwy the importonce of the inform2l sector is
emphasised when we recall that Nakuru is o capitol town of an
agriculturnlly rich region, If the region rfollows the national
trends, and there is no reason to expect otherwise, the number
of formally educated persons who, on the other hand, shun rural
ogricultural activities will increase, This means that rurnl
to urban migretion is likely to continue 2t unabated rate.

The majority of these imigrants will in all probability, end

up in the informnl sector ' activities in Hnkuru.

The rate of growth of income (reverue) is appreciably

high in this sector. The avernogc number of years of operntion
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is 3,75 and to the extent that changes in revenue during
this period is K% 2595, we get & mean annual growth rate in
income ot 12,10 per cent which is quite comuendable., During
the same period, the mean employment figure grew at o rate of
5 per cent which gives a net per capital growth rate of
8lightly more than per cent. This is far much higher than
the projected growtlh of rote of GIP of roughly 4 per cent in
1984 and a similar figure for the population growth rate,
0ll leading to a per capital growth rate of nearly zero per

cent,

The future of the informal sector can be seen in three
dimensions nomely the attitude of the municipal government,
the continued growth of the informal sector and the sophistica-

tlwn of the town econony.

Members of the Municipal Council of Nakuru had mixed
feelings about the informal sector, Most of the interviewees
in the Municipal government underscored the importance of the
inférmal sector in providing employment to the 'unemployables'
and the consequent generation of revenue. In the opinion of
this group, therefore, there is nothing to stop the informal
sector fron growing, On the other hand, the "enforcement"
personnel and the health department felt that these operators
littered the town, but there is nothing wrong in having then,
The licensing departuent noted that there was continued pre-
ssure from the formal sector to reduce if not to ban informal
sector activities because the latter were driving the former

out of business, This outecry  has nevertheless, not reduced
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the nuaber of licences issued or renewed each year, IT
anything the licences have continued to increase, All in
2ll, from the nunicipal council's point of wview, the informal

sector has 2 role to pley <.d hence its future is not bled e

The sophistication Af the town economy is partly a function
of time i.e. it is likely to be pocitively correlated with
tine, We have orgued elsewhere in this report that there is
likely to be a positive correlation bectween the size of tue
informal sector and the sophistication of the economy which
inplies that time con be used as an instrumental. variable

in explaining the growth (in size) of the informal sector,

In sunnury, the informal sector has n role to play
both now and in the future 2 role which the Nakuru Municipal

Cauncil aceepts as legitiuate.

In terms of Tuture research, we euphasize that a model
needs to be developed which would incorporate socio-political
factors if the dynamics of the informol sector are to be fully
understood. TFurthermore there is o need to disnggregnte the
inTormal sector on the basis of capitol intensive and lahour
intensive activities, For example, we can have aciivities such
as construction, and matrtu in the capital intensive category
and the rest like fruit and vegetable selling in the labour
intensive category. The demorcating line can be drawn on the
basis of mean capital-labour ratio. In our 8tudy, for exanple,

activities with nore than K% 8048 per person can be treated
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28 being capital intensive,

A conprehensive model and study of the growth of the
infornol sector, needs time series analysis which should focus
on the number of the firms per year over tinme, Furthermore,
for o strong understanding of the linkages, 2n in-depth study
is required to establish who produces what and who ore the
fint.l use consuners, This would help us in drawing non-
pejorative conclusions as regnrds the . dependence between

the fornal and informal sectors..

Findlly we see the need in the near future, to lookeat
just 2o single issue in the Nakuru inforumal sector. - For example it
ie genernlly felt that the nain constr2int in the growth of the
infornnl scctor activities is lack of cnpital and hence the
obvious prescription is provision of credit facilities, If
this prescription-is to be taoken seriously such that its
effects on thce success of the activity can be indentified,
research into credit needs and the intended uses for the
avoilable credit is a pre-requisite., It is by no means obvious
that 211 the business oactivities . can profitably obsorb more

capital,
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APPENL.X T

INFORL.AL SECTOR TYPES IN NAKURU:

BASELINE SURVEY

TYPE

Kiosks

Vegetablzs and Fruit Sellers
Cloth Selling
Transpertation (Matatu)
Shoenakers (Repairers)
Tailows (Repairers)
Charcoal Dealers

Or~n Air Garages
Furniture/Carpentry
Shoe=~Shining

Rickshaw Pullers

Fish Mongers

Watch Repairers
General Hawkers

Curios

Trade and Counerce
Chicken Sellers
Tobbacco Sellers
Bicycle Repairers
Bating Houses

Utensils

Sweater Weavers
Tinsnith

Miraa Debolers

IsAp 417

TOTALS

385

308
97

272
59
60
58
43
38
37
31
29
217
23
22
13
13
12

10



25
26
27
28
29
30
31

32
33
34
35
36
37
38
39
40
41

42
43
44
45
46
47
48
49
50

52
53
54
55

Cont'd

Sack Dealers
Wholesalers
Drinks and Buns

Newspaper Vendors

Metal Works (Jiko nekers)

Posho Mills
Groundnut Sellere
Photogrephers
Barbers

Radio Repairers
Sandal Sellers
Car Washing
Book Sellers
Dhobi

Mandazl Sellers
Photo TFraners
Matress Making
Blacksnith

Sign Writers
Padlock Repairers
Wood Curving
Hairdressing
Potato Selling
Cushlon Makers
Bakers

Metal Box Makers
Green Grocery

Plunbers
Cereal Stores
Soda Selling

Ice Crean Selling
Total
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67

67
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APPUNDIX III

CASE 5 LDIES

J.J.H. MOTORS

The enterprise J., J. H, Motors is an open air garage
owned by three portners. The nane of the enterprise was
derived frou the first initiaols of the partne¥s. At the tire
of the survey only one of the partners was available for inter~

viewing but his storxy is feirly typical.

The partner, H, K. Kinani was born in 1943 in a spatl
town called Ruiru which is opproximately 200 kilonmetres fron
Nakuru. He went to school at the age of 12 and studied up to
standard 7. He foiled his prizary school leaving exan and thot
w-? the end of his educotion. His porents werc very poor and
he had to work or c¢heir neighbours! farns in order to efrn
extra income for the fami® ;. After working 2s an agricul turel
labourer for five years he noved to another small town (Linuru)
which is about 30 kilonetres from Ruiru. In Linuru he workced
in 8 butchery for 2 years. In 1976, he moved to Nakuru ?o
look for 2 job. He could not find a job. Consequently he
becane 2 mechanical welding apprentice in an open. air garage
and traincd for 2 years. After the training he once again
started looking for a job but this time not in the fornmal
sector. Rather he preferred to look for o job in the open
air garages. (Wuo-Kali" gorages, which Ziterally neans "hot
sun" garages). He secured a job in one of the garapges ond it
was during this tiue when he net his present partners, ‘Vhen
they nmet, they decided to save in order to establish a Jua

Kali garage owned by the three of then.
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After about 2 years of saving they found an open 2air
space but to their surprise thc space was owned by soneone.
The owner of the space agreed to rent it for 1,000/~ shillings
per nmonth which they considered tionmuch but having no choice
they agreed to pay the rent. The first step after acquiring
the work  space was to fence it which they did using rough
wood off-cuts., This cost them about 1,200/~ shillings which

they could ill-afford on top of the rent.

Mr., Kinani estinates that the initial investnent was
about 6,500 shillings., This included the cost of tools such
os the welding nachine and spraying nmachine, Today he estinates
that the investment is woth about 20,000/- shillings after
about 4 years of operation. Originally- they had no employees
apart fron ¢ small spanner boys who were essentially trainees.
Today, the business employs 14 people. This nunber includes
6 trainees who pay "nothing" for their training., Kincni
estinates that originally they mnade about 25/~ shillings per
person per day. Today the partners nzke approximately 100/~

shillings per day. They also own all the tools on top of that.

Kinani attributes their "success" to good managenent
as a result of good understanding between the partners., - They
are not entirely happy thoush. For one thing they feel in~
secure renting sonebody's else plot at what they consider
exortitant rent. For this reason they have asked the Municipal
Council to give then a plot of their own. And why not, asks

Kinani? "After all, we pay to the Council an average of 70/-
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skilling per corth for water, _ectricity etc. In addition

We D2y tax to the central 5o- ernnent,

KNote The expansion of the tusiness could also be attributed
to availability of spare parts, Kinmani's and the portners!
originel training as apprenuvi:zes, 'th‘é-. re‘latively large initinl
investuert and low coapetition in the 2rea of the wown where
the business is situnted., ¥e noted too that they have tried
to specialize in servicing Japarese cars though they ponel

beat other types of car as well,

NAKURU JOINERY WORKSHOP

The enterprise is owned by Mr, Christopher liwai,
Mr. Mwai was btorn in 1949 2t a place called Nanyuwki which is
approxinately 100 kilonetres froa Nakuru. He went to school
up to standord seven ~nd then abruptly left school, this tine
not due to lack of school fees or exanination failure, but
siuply bLecause he had had enough of schooling. After staying
a2t hone for 2 years he came to Nakuru to look for employment.
He stayed with a brother while looking for a job. After about
2 yedr and no job, he woas infTluenced by his brother to join
o friends workshop &s a troinee carpentcr., The troining took
2 year and he pcid 500/~ shillings for the training, which
was -no oean sun under the circuustances., In the rieantine he
was getting odd jobs here ond therc which enabled hin to save
a swmall amownt ~ of cash,” After saving about 2,000/~ shilling

he decided to open his own workshop.
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Mr. Mwai's initial investuent of 2,000/~ shillings
enabled hin to initially enploy two people and rentsi 2 spnall
workshop for 350/~ shillings per month. He has been working
in this workshop for the last 8 years, Over the 8 year period
his business has expanded to the extent that he is now the
proud owner of an old vehicle worth 15,000/~ shillings
with which he transports the finished products and the raw-
naterials. In addition to the vehicle he has bought nodern
tools, sore of which use electricity, which he estinates
are worth 30,000/~ shillings. His oripindl tools were
worth 1,000/~ shillings. In all he estindtes that his current
total investment is about 75,800/~ shillings, With the
inoreased production he has now rented one more workshop for
which he phys another 350/~ shillings per conthi One of the
workshops 1is stone-built. The other is nade of tiomber., He
obtains 211 his raw materials and tools from formal establish-

nents in town.

Mr. Mwai now enploys 10 people. In addition to the
enployees he has four children of his own. The family lives
in rented lhouse for which he pays 350/~ shillings per
nonth, IMr. Mwai's workers are 2ll primary school dropouts
but they know the work. They have to. After all he pays
theu per product and he nakes sure the product is of good
quality, He estinates that alout 2/3 of his products are
sold to relatively high income people. , The rest is evenly
distributed between mediun ond low incoue groups. Though
Mr. Mwai will not rcveal his nmonthly incone he estinotes that
froa the initial weekly procduction worth 2,000/~ shillings

his current weekly production is worth atout 6,000/~ shillings.
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Inspite of Mr. iwai's apparent success he conaents
that his business is not expsnd-ng fast enough. Ke attributes
this to excessive competitini sspecially from older bigger
and better established WorkshopS. The liggest order he hns
ever received was for the supply of 20 beds to a lodging
house, Otherwise he freguently tenders te supply schools
with furniture but according to him the tenders arc invariably
won by bigger traders who are able to sell their furniture
at a lower price. In order to beat thc competition and stay

in business he sometimes rents his tools to other neighbouring

workshops whose tools are not as modcrn as his,

Mr. Mwai's future plans include trying to obtain a
loan in order %o expand his business further, He would also
like to get 2 show-room in the town centre %o encble him to
store more finished products, and attract more customers.

At present, however, he cannot afford the high rent for a

show-room 2t the city centre.

Like J. J. H., Motors, Mr., Mwai feels that he i3 making
important contribution to the municipality. He is quick to
point out thct he pays 820/~ shillings per year in license
plus the monthly payments for water (30/—~ shillings) and
electricity (100/- shillings). All this in addition to
employing 10 people, lookiug after 4 children and remitting about 300
-Skillings per wonth to relatives outside town. "What clse
could they ask out of one?" What else indecd.
Note: The expansion of the business must be attributed to

several factors. One, the business iz situated in_a part of
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of the town wherc therc is demand for the finished products,
Two, Mr. Mwani'S troining.Three, the relantively large initiel
investment which enabled him to obtain tools, Four, assistance
from meubers of his family, In this connection we note that
his father c¢an be described as o "middle peasant", The

fother owns 20 acres of land, 10 cows, and 30 goats,
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