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ABSTRACT

This study investigates the role of the “informal
sector* in the socio-economic development of Kisumu District
in Western Kenya. The informal sector is defined as a
collection of small-scale business enterprises engaged in
manufacturing, service and retail trade activities. In the
study, special attention 1is given to the rural component of
the sector, with the view to finding out its capacity for

growth and its employment creation potential.

A selection of small-scale manufacturing, service and
trade economic activities, located 1in the rural service
centres (designated for development) of Kisumu District was
made to represent the “rural-based* informal sector, and to
serve as a basis for an analysis of its main characteristics
and contribution to development in the rural milieu. Eleven
service centres, defined as belonging to the rural
environment, were randomly selected and these centres yielded
210 informal sector business establishments for the study.
The sector was then studied in the light of three hypotheses
which aimed to find out whether it contributes to the
development of the District by reducing selectively the
perceived extreme population pressure on farm land, the

rural-lo-urban migration of school-leavers seeking work, and



whether it does succeed in providing profitable employment to

these categories of persons among the rural population.

The three hypotheses were then tested by the “means
test’, Chi-square test (X*)» and Multiple Linear Regression
methods, respectively. The "means test” revealed that the
mean land holding per person employed in the informal sector
of 0.34 hectares is significantly lower than the District’s
mean of 0.46 hectares per person. The critical t-value of -
1.65 was found to be greater than the computed probability of
-6 for 209 degrees of freedom. Hence, the null hypothesis was
rejected and the alternative accepted that the informal
sector tends to selectively employ people with smaller than

average parcels of farm land in the District.

Similarly, the ~ test showed that when directed to look
at the fate of primary school-leavers as an employment pool,
the informal sector iIn actual fact employs a large proportion
of both male and female operators in that category of school-
leavers. For those with secondary school education, however,
the proportion employed in the informal sector was found to
be smaller than the District’s average. In other words, with
the exception of secondary school-leavers, the sector was
shown to be responsible for reducing rural-to-urban migration
by absorbing selectively that part of the rural population
most likely to migrate to the urban centres to seek

alternative employment outside agriculture. For the male



informal operators, significance was obtained by a computed_
value of 55.91 as compared with a critical value of 7.82.
Similarly, the computed™X™i-value for the female operators was

8.27 while the critical value was 5.99.

Finally, Multiple Linear Regression analysis was used to
show that the profits in the informal sector businesses are
significantly responsive to Ffive "business-influencing’
factors, namely, “the number of customers received*, T“present
value of fixed” and “circulating capital’, T"sub-sector of
business activity (i.e manufacturing, service and trade)” and
"rank of the service centre” Iin which the Dbusiness is
located. For the whole sector, these variables explained 47%
of the variance in the profits of business. By sub-sectors,
the total variance explained was 48% for “trade*, 26% for
"service’ and 13% for "manufacturing* economic activities
while the explanatory variables were the “number of customers
received” and “present value of capital’” for “trade*, the
"value of circulating capital”’, "number of customers
received” and “years of education* for "service*, and the
"number of customers received’ and “present value of capital”
for “manufacturing*. Thus , profits of business in the
informal sector were shown to exhibit moderate to 1ow
responsiveness to the Tfactors which normally influence
business performance. This was concluded to be indicating the

presence of problems of business performance and the
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potential for profitable economic growth of the informal

sector iIn the District.

On the basis of the results obtained, it was concluded
that the informal sector is vital as a means of relieving
extreme population pressure on the land, reducing rural-to-
urban migration of school-leavers at the Jlower levels of
education, and as a source of potentially profitable economic
activities. However, the recruitment of secondary school-
leavers was Tfound to be lower than the proportion of the
population of the District with secondary school education.
For this reason, it was recommended that the participation of
secondary school-leavers in the informal sector should be
promoted to enhance the capacity of the sector to absorb the
potentially migrant school-leavers as a whole. Furthermore,
the fTactors which normally iInfluence business performance
were found to be accounting for no more than 48£ of the
variability iIn business profits. Due to this, it was
recommended that other factors, including the problems of
business performance should be examined and resolved for a
full realisation of the potential of the sector to the

development of Kisumu District.
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CHAPTER ONE

INTRODUCTION

1.1.1. Statement of the Research Problem

This study investigates the role of the rural service
centre-based informal sector in the process of economic
development of Kisumu District in the Nyanza Province of
Kenya. There are three main justifications for the study
which stem from the condition of Kenya’s economy and of

Kisumu District in particular.

Firstly, Kenya, like other developing countries, experiences
many problems concerning its economic development. These
include rapid population growth, rapid growth of unemployment
among school-leavers (and the associated rapid rural-to-urban
migration), inadequate capital, an inadequate market for
modern manufactured goods and domination of the domestic
economy by foreign producers with foreign and, often,
inappropriate technology (I.L.O0. , 1972; Leys, 1975; Stewart,
1981; Kaplinsky, 1978).

These problems limit the extent to which the formal sector
(which in Kenya 1is closely associated with capital
intensiveness, urban concentration, Tforeign ownership and
control, etc.) can be developed to provide an adequate
solution. In 1973, for example, the formal sector was

expanding by only 50,000 new employment opportunities a year



while the population of working age was growing at the rate
of 266,000 persons a year (Republic of Kenya, 1979b). The
informal sector is seen to be well equipped to provide vital
additional opportunities which can go a long way in solving
some of these development problems, particularly those of
population pressure on farm land, rural-to-urban migration of
unemployed school-leavers, and extreme dependency on foreign-
owned and controlled product and production technology. This
is because the sector 1is reported to have many viable
features. Its enterprises have ease of entry, rely on
indigenous resources, are locally owned, have a small scale

of operation, are labour intensive and use adapted technology

and skills not requiring formal schooling, and operate in
unregulated and competitive markets (1.L.O., 1972; McGee,
1976) .

A study conducted by the International Labour Office
(1.L.0.) in Kenya in 1972 found that in 1969, the informal
sector accounted for 25-30% of the total national wurban
employment and 37-39% of the total employment in the wurban
and rural areas. In Kisumu District, the informal sector had
a labour force of some 21,000 in 1983, given an estimated
total labour force of 60,000 and enumerated formal wage
employment of 38,598 in that year. This study seeks to
discover how this sizeable sector with such suitable

characteristics for indigenous participation as outlined



above has responded to the problems of socio-economic

development in the area.

The second justification stems from the high population
density in the area. Kisumu District has a high population
density and a high population pressure on the agricultural
farm land, with net population out-migration to the rest of
the country (Republic of Kenya, 1984b, p. 59). It is located
in the Lake Victoria Basin, one of the four regions iIn Kenya
with high population concentrations (Ominde, 1968; Republic
of Kenya, 1979a, 1984b, pp-. 6, 7). In 1979, the Lake Basin as
a whole (consisting of Nyanza and Western Provinces and the
Districts of Nandi and Kericho in the Rift Valley Province)
had a population of 5,409,282 (over 30* of the national
population)* . Similarly, the District is densely populated.
As Table 1.1. illustrates, it ranks fifth out of the 39
Districts (excluding the urban districts of Nairobi and
Mombasa) in Kenya, and second in Nyanza Province. Its annual
population growth rate of 3.33* is also comparable to those
of other top-ranking districts of Nyanza Province and of

Kenya.

1 See the Ilocation of Kisumu District in Figure 1.1.



FIG. 11 : LOCATION OF KISUMU DISTRICT

urCE: Allot of Kenyo, 1970



Table 1.1: Districts with high population densities in Kenya

1 Administrative S 1979 Pop- iDensity/ 1 Growth 1
1 1 ulation 1 1 rate/Year 1
1 Unit } I SgKm 1 1
1 | i 1 1
IKisii District 1 ! 1
1 (Nyanza) ! 869,512 1 395 1 3.63 (1979-88)I
IKakamega District 1 1 1
1 (Western) 1 1,030,887 1 295 1 3.46 (1980-90)I1
IKiambu District 1 1
1 (Central) { 686,280 i 280 ! 4.43 (1969-79)1
jMuranga District I ! |
1 (Central) 1 648,333 1 261 1 4.56 (1969-79)1
Kisumu District 1 | [
1 (Nyanza) | 482,327 1 230 1 3.33 (1983—88){
1 1 %
1 1 1
iNyanza Province 12,643,956 1 211 { 3.46 (1983-838)I
iKenya 115,327,061 i 135 S 3.50 (1969-79)I
S 1 i

Source: Republic of Kenya, 1970; 1981 and District Development
Plans.

The dense and fast-growing population of Kisumu District
has given rise to the problem of high population pressure on
farm land. The average fTamily®s land holding is only 2.31
hectares as compared with 10 hectares in Siaya, 6.3 hectares
in South Nyanza and 1.92 hectares in Kisii Districts in the
Province. Although this 1is still higher than the United
Nations” Food and Agricultural Organization®s accepted
average TfTor subsistence of 1.4 hectares per family of six,
the generally low potential of the land makes the available
land area less capable of providing adequate subsistence.
This is unfortunate because agriculture is the main source of

livelihood in such a basically rural economy.



Of the total arable land of about 157,300 hectares, less
than 40* is high to medium potential. The agro-ecological
zone map TFTor the District (Figure 4.1) shows that less than
5% is Marginal Coffee Zone, 5* is high potential Sugar Zone,
25-30* is Marginal Sugar Zone, 45-50* is Cotton Zone and 15-
20* i1s Marginal Cotton Zone, with the first three zones being
characterised as high to medium potential land. Furthermore,
the fblack cotton* soils (Vertisols) which occupy a (greater
part of the District are difficult to work by hand implements
without some moisture and become impossible to work during
the rainy season when much of the Kano Plain 1is covered by
floods. The delicate balance between the soils and the
moisture content makes small-scale farming risky in the rain-
Ted farming conditions. The rainfall regime 1is also
unfavourable in most parts of the District. Rainfall is
particularly unpredictable and variable in the months
normally devoted to land preparation and seeding (Republic of

Kenya, 1984d).

The District Development Plan (ibid.) summarized the fate
of agriculture under the prevailing conditions by stressing
that the sector by itself does not support the District’s
population adequately and 1is increasingly less likely to do
so as population pressure on the land iIncreases. Thus, the
need to develop additional ways to earn a living is

increasing in the District and the iInformal sector appears to

possess many suitable characteristics that warrant further



investigation of its role iIn the area’s development.

The third justification for the study is the presence and
persistence of an extreme rural-urban economic imbalance in
Kisumu District, and the consequent rapid rural-to-urban
migration of school-leavers Jlooking for employment. The
spatial economic imbalance signals the need to restructure
the growth centre development strategy in the District (and
in Kenya) to make it suitable for rural development. Awuor
(1979) noted that Kisumu Town ranks among the four largest
industrial centres in Kenya and is seen as a growth centre in
the Lake Victoria Basin. The town is strategically located at
the hub of a communication network which serves most of
western Kenya and this has facilitated its dominance as an
administrative, industrial and commercial centre for this
area. In 1979, the municipality had a population of 152,643,

or 32% of the District’s population.

In spite of its centrality, Kisumu town has facilitated
little economic development iIn the hinterland as would be
expected from the centre-periphery theory of “trickling down*
effects. On the contrary, studies examining the impact of the
town and its economic activities on the District have shown
that its ~“growth-pole effect” is mainly parasitic, with Ilarge
net drainage of resources from the countryside. Awuor (1979,
p- 3 found that most of the town’s economic activities are

services such as dry-cleaning that induce no development in



the countryside but simply draw payments from rural
consumers. Also, many industries in the town use inputs from
outside the District and, hence, have no multiplier effects
on the economy of the District. Furthermore, school-leavers
looking for employment cluster at the town yet its Tformal
sector base is too small to absorb them. Although Kabagambe
(1975, p- 153) suggested how the informal sector might help
reduce unemployment, it 1is clear that the urban informal
sector will not employ all the migrant school-leavers if the
rate of migration is not checked. On the other hand, most
employees In the town spent their incomes right there and
remittances to the rural areas were meagre. Thus, it would
seem that the present migration of school -leavers to the
town, whether it earns them employment or not, mainly
represents a loss of investment on education by the
countryside while it iIncreases social and economic problems
in the town. There is need to research the possibility of
reducing the economic imbalance to counteract the migration
of school-leavers to the town. And the rural informal sector

is an especially promising ground.

Given the rural bias of the research problems which this
thesis intends to address, the suitability of the rural
informal sector must be studied in the context of a spatial
development strategy that |locationally and functionally

orientates the sector to rural development. This would ensure



that sectorial perspectives are integrated into spatial
dimensions that allow an understanding of the geographical
expression of the informal sector activities over the rural
landscape. This, as will be shown later, explains the choice

of rural service centres that are officially designated for
development rather than the urban centre of Kisumu Town. At
the centres, the sector may induce the participation of rural
residents faced with high population pressure on the land and
of potential migrant school-leavers due to 1its locational
proximity and apparent economic attractions. It may also
consequently function to complement the local growth centre
of Kisumu Town, counteract the “polarization effect* of the

town, and induce development in the countryside.

1.1.2. Research Objectives

Specifically, the problems of this study are how to
relieve the population pressure on land and how to counteract
the rural to urban migration of school-leavers by providing
gainful employment in the informal sector. In other words,
the study aims:

1. To find out whether the rural iInformal sector generates
development by selectively providing complementary or
additional means of livelihood for vrural residents with
higher population pressure on land than the District mean.

2. To find out whether the rural informal sector reduces

the rural-to-urban migration of school-leavers effectively by
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recruiting a larger percentage of school-leavers than their
actual proportion iIn the District.
3. To assess the growth potential of the informal sector

in Kisumu District and, by extension, in Kenya as a whole.

The first two objectives involve an inquiry into the land
pressure and educational status of the operators 1in the
sector. It is expected that the sector would be effective as
a means of combating the development problems in the rural
areas iTf it selectively draws local residents with higher
than average population pressure on land and school-leavers
with a high potential to migrate to the urban centres. The
third objective 1inquires into the levels of profit 1iIn the
sector with a view toestablishing whether they are
responsive to the business-influencing factors and, hence,
whether the sector isexperiencing “evolutionary” or
"involutionary®™ growth. Evolutionary growth means an increase
in the 1incomes per capita, along with the expansion 1in
employment while involutionary growth refers to an increase
in the number of operators without a corresponding increase
(or with a decline) 1in the per capita incomes (or output),
adding to the number of the “working poor” if not to

unemployment (1.L.O. 1972).
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1.1.3. Hypotheses

The TfTollowing formal research hypotheses are formulated
from the objectives. Both the null (HO) and the alternative
(™ ) hypotheses are stated.

1. Hqg:The mean land-holding per capita for the informal
operators is equal to or greater than the mean for the District

HAThe mean Bland-holding per capita for the informal
operators is less than the mean for the District.

2. HQ:The proportions of school-leavers employed iIn the
informal sector are equivalent to or Jlower than the
corresponding District proportions for the different Ilevels
of education.

:The proportions of school-leavers employed in the
informal sector are higher than the corresponding District
proportions for the different levels of education.

3. Hg :Business performance (profits) 1is not responsive to
the factors that normally influence businesses.

H~N:Business performance 1is responsive to the business-

influencing factors.

1.1.4. Theoretical Framework

This study is based on a number of interrelated basic
concepts which form i1ts theoretical framework. The economy of
Kisumu District and, indeed, of Kenya 1is broadly divisible

into farm and non-farm activities. Farm activities form the
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backbone of the agro-based economy but they are Tfacing
serious population pressure and land potential constraints
both at the national and district levels. Only 17% (99,050
square kilometres) of Kenya"s total land area 9f about
569,200 square kilometers is considered arable (high and
medium potential) land. Meanwhile, population density on the
arable land was 135 per square kilometre (excluding the
populations of Nairobi and Mombasa Towns) in 1978 and was
expected to rise to 158 and 250 by 1983 and the year 2000,

respectively.

In Kisumu District, only 40% (72,000 hectares) of arable
land is considered high to medium potential land (Jactzold
and Schmidt, 1982) while the average population density is
2.31 hectares per Tamily of six. Given the population
pressure problem in the District and in the agriculturally
high to medium potential parts of Kenya as a whole, the non-
farm economic activities are essential complementarities to
agriculture. Functionally, non-farm activities have [linkages
with the agricultural sector involving labour, income and
material flows. For the agricultural sector, the favourable
aspects of these TfTlows do not just represent the relief
of population pressure on the Qland but the active
provision of the goods and services needed by the farming
population such as marketing farm products, repairing
and maintaining farm implements, making farm tools,

and SO on. The non-farm sector, in turn, receives



13

from the agricultural sector such inputs as raw materials and

manpower .

Non-farm economic activities are divided into the formal
and the informal sectors. In Kenya, and especially in Kisumu
District, the formal sector is limited in its ability to
generate enough jobs to solve the land and labour problems.
Industrialization, which is the basis of the formal sector in
Kenya is based on import-substitution industries which 1is, in
turn, based on the technology of advanced countries. Stewart
(1981, p. 78) has observed correctly that this technology is
foreign-owned, capital-intensive and requires materials that
are mainly available in the industrially advanced countries
and often not in the developing countries. It is also skill-
intensive, requires Western management techniques, involves
products which are totally out of tune with local needs and
conditions and iImposes demands on the economy which it is not
capable of meeting. Thus, the formal sector is characterised
by [limitations which make it 1incapable of providing an
adequate solution to the economic problems of the District.
Even if the sector were less foreign dominated, its
technically justified large scale of operation makes it more
appropriate to the large national or regional markets than to

the small and locationally dispersed rural markets.

For these reasons, the informal sector is thought to

complement the formal sector and more likely to foster rural
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development. The 1informal sector has been reported to have
features suited to the needs of a developing economy. The
1.L.O. mission to Kenya (I1.L.O., 1972) was convinced that the
sector provides the one element of self-reliant development
because;

a) 1t i1s totally African owned, controlled and financed,

b) its technology is largely indigenous and appropriate to

the available skills,

c) it uses locally available resources,

d) 1t is labour intensive,

€) It uses resources sparingly,

) its products are appropriate to the incomes of the

consumers.

Nevertheless, there is a continuous interaction between
the formal and the informal sectors involving the flow of
goods and services for both production and consumption.

The informal sector 1is locationally divjsible into two;
the business enterprises based in the serviiee centres and
those dispersed in the villages. In this thesis, attention is
focussed on the rural service centre-based activities because

D at the service centres, udiness enterprises can
utilise the available iInfrastructure and business links
simultaneously with the rural agricultural sector and the
formal sector (basically urban) to generate development for

the proximate countryside;
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2) the cost of doing business declines when enterprises
cluster due to economies of agglomeration (larger market,
easy access to complementary inputs from other enterprises,
availability of information and so on);

3) the centres have been officially designated for rural

development.

However, the [locationally dispersed informal .businesses
in the villages also iInteract with those 1iIn the service

centres through the exchange of goods and services.

Finally, the rural service centre-based informal sector
is seen to be capable of generating development in the rural
areas of Kisumu District at low cost. Specifically, the
sector iIs seen to reduce effectively population pressure on
land (among those experiencing extreme pressure on the land)
and rural-to-urban migration of school-leavers, as well as
being characterised by growing incomes. The growth element is
considered to be 1Important 1In ensuring a productive
contribution of the sector to the economy by relieving [land
pressure and unemployment. Since the nature of economic
growth depends mainly on the interaction between the farm and
the non-farm activities, on the one hand, and between the
formal and informal sectors, on the other, policy 1issues
affecting the informal sector must be seen in the broad

perspective of inter-sectorial relationships. The links are
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1.2. LITERATURE REVIEW
1.2.1. The Concepts of “Informal Sector®™ and Economic
Development
A review of the Jliterature on this subject must
necessarily start with a definition of the informal sector
and the meaning of development. This will provide an
understanding of the sector and the context for analysing its

role iIn the economy.

There has been no general consensus on the definition of
the sector (Barbara, 1978, p- 1077). Different authors have
variously defined the sector as;

a) based on the i1ndependent activities of a set of highly
competitive traders who relate to one another mainly by means
of an incredible volume of ad hoc acts of exchange (CGeertz,
1963);

b) based on peasant enterprises (Franklin, 1965), and

¢c) composed of a wide range iIn the size, scale and nature
of activities (Hartz, 1973). In spite of the variation in
the definitions, the activities in the sector share some or
all of the following characteristics:

i) They have ease of entry,

i1) They rely on indigenous resources,

iii) They are owned by iIndigenous entrepreneurs,

iv) They have a small scale of operation,

V) They use labour-intensive and adapted technology,

vi) They use skills not always requiring formal schooling,
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of an incredible volume of ad hoc acts of exchange (Geertz,
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vi) They use skills not always requiring formal schooling,
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vii) They operate on unregulated and competitive markets

(1.L.0., 1972, p. 6; McGee, 1976).

In his study of what he termed the proto-proletariat,
McGee (1976) adapted Geertz"s (1963) systematic typology of
the i1nformal sector activities. He divided them 1iInto two
groups on the basis of legitimacy and came up with the
"legitimate®” and “illegitimate®™ activities. "Legitimate”
economic activities are those which are socially accepted.
They consist of:

a) Primary and Secondary activities (comprising farming
and market gardening by squatters, building contracting,
self-employed artisans, shoe-making, tailoring, household
manufacturing of beers and spirits),

b) Tertiary enterprises with relatively large capital
inputs (comprising housing, transport utilities, commodity
speculation, renting activities),

c) Small-scale Distribution (consisting of petty trading,
street hawking, catering in food and drink, bar attendant
service, carrier service, commission-agent service),

d) Other Services (composed of music, dry-cleaning, barber
service, night soil removing, photographic service, vehicle
repairing and maintenance, brokerage and middlemanship,

ritual services, herbal medicine),
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e) Private Transfer Payments (comprising gifts,
similar flow of money and goods between persons, borrowing

and begging).

"lIllegitimate” economic activities are those that have
social disapproval. They include:

a) Services (composed of hustling, black-marketing,
handling of stolen goods, usury and pawnbroking at illegal
interest rates, drug pushing, prostitution, smuggling,
bribery, political corruption, protection racketeering),

b) Transfers (made up of petty thefts like pickpocketing,
larceny like burglary and armed robbery, speculation and
embezzlement, confidence trickery [like money doubling,

illegal gambling).

For purposes of economic development, it is normally
assumed that ways should be sought for promoting, not the
illegitimate* iInformal activities but the ’legitimate* ones.
Furthermore, from McGee’s group of “legitimate* activities a
careful selection should be made of socio—economically
productive activities that might require promotion as opposed
to non-productive ones like begging which might require

tolerance alone.

The concept of development, on the other hand, is
essential in understanding the role of these iInformal
economic activities 1In a developing economy. Development

according to Todaro (1981, p-270) may be perceived as;
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"a multidimensional process involving the
reorganization and reorientation of the entire
economic and social systems. In addition to
improvement in iIncomes and output of the indigenous
population, it typically involves radical changes
in institutional, social and administrative

structures as well as iIn popular attitudes and, in

many cases, even customs and beliefs” (Todaro,

1981, p. 270).
Todaro has also observed that in strictly economic terms,
"development” for the past two decades has been used to mean
the capacity of a national economy, whose initial economic
condition has been more or less static for a long timef to
generate and sustain an annual increase in its gross nat ional
product (G.N.P.) at rates of perhaps 5* to 7% or more. The
1960°’s were, Tor instance, dubbed the <"Development Decade* by
a resolution of the United Nations and "development* was

conceived largely iIn terms of the attainment of a 6% annual

target growth rate of G.N.P.

An alternative economic index that has commonly been used
by other economists to measure development 1is the growth rate
of G.N.P. per capita. The index measures the ability of a
nation to 1increase its output at a faster rate than its
population growth rate. It is typical to use levels and rates
of growth of “real* per capita G.N.P. (that 1is, the monetary
growth of G.N.P. per capita minus the rate of inflation) to
measure In a very broad sense, the overall economic wellbeing
of a population (that is, how many real goods and services

are available for consumption and investment for the average
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inequitable income distribution and the spectre of rising
unemployment. Economic development was eventually re-defined
in terms of the reduction or elimination of poverty,
inequality and unemployment 1iIn addition to rapid rate of
overall real economic growth within the context of a growing
economy. “Re-distribution from growth* became the focal issue
in the redefinition and according to that definition, Kenya
may not have been developing during the “Development Decade*
(Todaro, 1981, p. 271). During this period, Kenya’s G.N.P.
growth rate rose to 7% per vyear while the levels of
unemployment and poverty kept rising. Regional inequalities
also grew worse and began to pose serious rural-urban
imbalances iIn which social, economic and political life was
concentrated in the two major urban centres, Nairobi and

Mombasa, while the rest of the country remained neglected.

With the <change iIn the United Nations* concept of
development then, Kenya and other developing countries began
to incorporate the new development objectives. Development
planning began to aim at reducing unemployment, poverty and
regional inequality (including vrural-urban imbalance) in
addition to the traditional objective of rapid economic
growth. A Growth Centre development strategy was adopted in
Kenya in 1974 as an instrument for operationalising the
decentralization programme. Socio-economic activities were to

be orientated away from Nairobi and Mombasa to smaller urban
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centres closer to the rural areas. Nevertheless, the means by
which widespread participation of the majority of the
population would be promoted within the strategy remained a
matter of great concern. Decentralization of economic
activity into selected Growth Centres has not necessarily
increased employment or induced growth in the countryside
mainly because of the mode of production in the formal sector
and the type of economic activities at the centres.
Production is mainly capital intensive while the inputs used

are mainly imports and not products from the countryside.

This study contends that a vital means of 1Increasing
participation in economic activities with a view to attaining
the wider objectives of development and combating the
problems identified is to promote economic activities which
are located close to rural areas and have suitable
characteristics for the participation of rural people. This
would ensure that the benefits from economic growth get down
to the individual family to improve the well-being of the
people. The informal sector is explored for such development

prospects.

1.2.2. Conceptual Frameworks

A comprehensive study of the suitability of the informal
sector for development must begin by reviewing the existing

conceptual frameworks regarding the relationships between the
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sector and the rest of the economy in a typical developing
country, because these viewpoints have influenced the
interpretations of the role of the sector. Some analysts have
perceived the informal sector as an autonomous segment of the
economy, providing employment, goods and services for the
lower income groups of the urban population (Oshima, 1971;
1.L.O0., 1972; Sethuraman, 1975). In this analytical context,
the sector is envisaged as being economically efficient and
as having comparative advantages vis-a-vis similar activities
developed iIn the formal sector. Its main advantage 1is the
socially adequate factor proportions since labour is used at
a maximum without exerting heavy pressures on capital or on
foreign exchange. The latter 1is made possible because due to
the technology used, a small amount of capital is required.
In addition, the wuse of second-hand machinery (Judged by
formal sector criteria) reduces new capital requirements. The
efficient use of the factors available generates an economic
surplus which, if adequately reinvested, can foster further
growth in the urban and rural areas. This view implicitly
regards the sector as characterised by lack of links with the

rest of the national economy.

Other authors have taken the position that the informal
sector operates in conditions of "subordinated autonomy* vis-
a-vis the rest of the economy. The subordination of an
autonomous informal sector operates mainly through its lack

of access to the resources of production and to the product
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market, in the urban and rural areas. The result 1is that the
informal activities do not generate surplus and their
expansion does not depend on the accumulation capacity within
the sector but rather on the size of the labour surplus which
cannot be absorbed in the rest of the economy and on the
market possibilities left out by the formal sector (Labini,
1966; Nun, 1969; Santos, 1970; Bienefeld, 1975; Souza and
Tokman, 1976). In this sense, subordination operates through
lack of access and not through the extraction of economic

surplus.

The informal sector has also been perceived to be highly
integrated 1into the rest of the economy in a complementary
linkage. In this way, the growth potential of the sector is
envisaged as reinforced by the linkages. Within this context
the sector is viewed as an exporter of all types of products,
mainly services and as playing an important role 1In the
circulation process by providing credit to under-capitalised
urban and rural operators who keep adequate stocks which they
sell in as small units as required by Jlow-income consumers
(Weeks, 1971; McCGee, 1974). Furthermore, the integration is
seen to be benign since most of the exports are service
activities which are complementary to formal production and

are only affected by gradual technological change.

Finally, the sector has also been seen to be integrated

with the rest of the economy in a "subordinated dependency”
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relationship, giving rise to exploitation. In such a
situation, the sector not only experiences marked
subordination to the formal sector and lack of access to
basic resources, as In the conditions of subordinated
autonomy, but also suffers exploitation because the
integration mechanisms operate in such a way that the surplus
produced, iIf any, 1is extracted from the informal sector.
These- mechanisms are related to the higher prices paid for
its purchases, particularly those from the formal sector in

the urban area, and to the lower prices obtained for Iits

output, sold mainly to low-income consumers in urban and

rural areas, the difference being reaped by the large-scale
formal sector (Gerry, 1974; Bose, 1974; Bienefeld and
Godfrey, 1975). The main purchases of an integrated informal
sector are inputs for Tfabrication, capital goods of

fabrication and final products for further commercialization
while the outputs sold outside the sector consist of wage
goods, intermediate products and personal services. Since
some inputs can be obtained from the rural agricultural
sector, recuperated industrial materials and second-hand
capital goods’ markets, subordinate relationship will be
concentrated on the import of goods for further
commercialization and on the export of personal services

(Frankenhoff, 1967; Bienefeld, 1974).
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Tokman (1978, pp-1071-1073) has observed that each of
these conceptual frameworks by itself is not adequate for
analysing the diverse activities of the informal sector and
proposed a synthesised framework which could allow a
comprehensive study of the sector. He noted that both the
subordinated and the benign relationships exist and that the
problem is to determine the strength of the subordination and
see how much room remains for evolutionary growth. The sector
should, therefore, not be seen either as a completely
integrated or as an autonomous sector, but rather as one with
significant Qlinks with the rest of the economy and a
considerable degree of self-containment. Its exports to other
sectors are mainly personal services while the chief imports
are raw Foodstuffs from the agricultural sector and processed
foods and inputs from the wurban formal sector. Tokman’s
conclusion is broad and well suited to the study of the
informal sector. By i1t the sector may be expected to contain
some degree of autonomy mainly because of the contribution of
informal commerce to the formal sector imports and the
importance of second-hand goods. Most goods purchased from
the formal sector are, in turn, sold for a profit and this
will reduce the value transferred outside the sector. Also,
the existence of a second-hand market for consumer durable
goods and machinery will diminish direct dependence on the

formal sector and minimize iImport expenditures.
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1.2.3. The Informal Sector in Kenya and Elsewhere

In this section, the suitability of the informal sector
for development 1is evaluated on the bases of previous

empirical studies iIn Kenya and outside.

The recognition of the informal sector as a viable
economic activity has evolved over the years. In the past,
the usefulness of the sector was not accepted at all and this
‘Justified”’ the stereotype view that the sector was
""stagnant, non-dynamic and a net for the unemployed and the
thinly veiled idleness into which those who cannot Ffind
formal wage jobs must fall” (1.L.O., 1972, p- 5). This view
was held for a long time not only by ordinary Westernised
minds who perceive economic growth and development as humming
machines but also by academic analysts of the subordinated
autonomy school of thought (1.L.0O., p. 5 and McGee, 1976, pp-
6-7). Consequently the concentration of economic growth
strategies on foreign investment, imported capital,
technology and skills were often “justified* to the total or

nearly total neglect or blockage of the informal sector.

In Kenya, the attitude towards the informal sector was
the same until 1972 despite the fact that part of the sector
had been “discovered* in 1967 (Kitching, 1980, p. 378). Until
then, the government’s policy especially towards the urban
informal sector had contained too few elements of positive

support and promotion and too many elements of 1inaction,
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restriction and harassment (1.L.O., 1972, pp- 226-228). In
1972, the 1.L.0. conducted a study in Kenya from which they
reported that the informal sector had a high potential for
development. It then made several recommendations to the
effect that policies of positive support and not merely of
accommodation or tolerance and none of hostility should be
adopted towards the sector. In response, the government
accepted most of the recommendations (Republic of Kenya,
Ministry of Planning, 1979, pp-. 71, 331, 344, 348-349, 373-
374, 376; Republic of Kenya, Ministry of Planning, 1984a, pp.
55, 56, 57).

In spite of the 1.L.0. recommendations, the issue of the
sector’s development potential has remained indeterminate. In
a study of 87 small-scale rural firms (clients of Kenya’s
Rural Industrial Development Centres-RIDC), Child (1973, p.
i) Tfound that the "intermediate sector* is growing at an
accelerating rate and may be expected to continue. He noted
that despite their typically small size, the Ffirms provide a
better than average income for their owners. Also, the rate
of return on invested capital exceeds that of the modern
sector by a substantial margin. Child (ibid.) further found
that both the capital-output and capital-labour ratios are
low and that capital invested in the Tintermediate sector”’

creates more employment than does an equivalent amount of
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capital formation in the modern sector and exceeds wages in

commercial agriculture.

These findings by Child and others tend to suggest that
the i1nformal sector operates under “competitive autonomy>*
conditions. Perhaps the reason for these optimistic findings
was that Child (1973) selected what he called the
intermediate sector from the clients of RIDC, a subsidiary of
the Industrial and Commercial Development Corporation (ICDC).
The clients of RIDC, in turn, consist of indigenously owned
businesses with high potential for growth and with higher
levels of capital and larger scales of operation than the
majority of businesses in the informal sector as defined by
the International Labour Office (1.L.0., 1972, p. 5).
fact , some of the selected enterprises which employ five
more workers are enumerated in the national indust
censuses as part of the formal sector. Thus, even if
‘intermediate sector® is classifiable as informal sector,
Child’s findings of high potentiality has an obvious upward

bias and cannot, therefore, settle the debate.

In another study, House (1978, pp- 4-7) on the premises
of his own work in Nairobi and elsewhere in Kenya and on
those of Rempel (1974), Friedmann and Sullivan (1974, pp-
394-395), Steel (1976, p. 25), Standing (1977, pp-38-39), and
Rempel and House (1978, p. 168) also concluded that it is the

‘intermediate sector’ of the informal sector, and not the
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greater part consisting of the “community of the poor” that
plays a vital role in the economy and has the development
potential identified in the I1.L.O. report on Kenya. House’s
intermediate sector has identical characteristics to Child’s
while his “community of the poor” is described as consisting
of people who are attached to the city in order to gain
entrance to employment in the formal sector and who view
their current plight as only temporary and still have hope of
admission to the protected sector. They Black the motivation
and perhaps the means to seek iInformal activities with growth
potential or to 1invest funds iIn their current activity
because they view their current predicament as temporary. In
conclusion, House"s Ffindings suggest that the goals of a
development strategy can be defined as maximising the
development of the T"intermediate sector®™ and reducing the
size of the “community of the poor”’. This double-edged

conclusion seems to support the "competitive autonomy* and

"subordinate autonomy’ schools of thought, respectively.

The findings of both Child and House are useful in
depicting the dynamism of the informal sector in Kenya. The
existence of the Tintermediate sector” as defined suggests
that there 1is an upward mobility of the technologically
backward informal sector. This would, therefore, mean that
the latter is not static but highly dynamic and capable of
developing 1into a “formal”, 1indigenously owned economic

sector with adapted and appropriate technology. On the other
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‘reserve army* of the unemployed undertakes 1iIn order to keep
itself alive whilst waiting and hoping Tfor the economic
system, of which it 1is a part, to provide the more
remunerative occupations which will make upward mobility a
possibility (Kitching, 1980, p- 405). By referring to the
operators in the informal sector as the “‘reserve army*,
Kitching implicitly ignored any possible beneficial linkages
between the sector and the rural-based agricultural and
urban-based formal sctors. In summary, Kitching maintained
that,

"the 1informal sector is a place where people go

whose only options are even worse, in the sense

that the alternative uses of their [labour power

open to them would yield an even lower rate of

return per unit of labour time than does employment

in that sector'™ (ibid., p. 406).

The foregoing views and findings on the potential of the
informal sector in Kenya have one thing in common. They are
based on the economic justification of profitability. They
advocate the promotion of the informal sector only to the
extent that the sector can demonstrate its ability to make
profit and pay Iits operators competitive wages. Despite the
strong economic appeal of the views, the role of the informal
sector iIn Kenya needs to be evaluated on the broader
criterion of equitable distribution of the benefits from
economic growth among individual households and between the

urban and rural areas rather than narrowly on the economic

criterion of profit alone. This is because as the studies
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conducted 1In Kenya indicate, the sector has the Tfollowing
vital socio-economic contributions:

1 Being labour intensive, the informal sector 1iIs an
important source of employment and income. In 1969, it
accounted for 25*-30X of total urban employment and 37*-38%
of total employment in the urban and rural areas, combined
(1.L.0., 1972, p. 225).

2. It provides the necessary goods and services for the
lower 1income groups in urban and rural areas and no
alternative sources of supply for such goods and services
exist in the near future (ibid., p- 229; Kabagambe, 1975, p.
154).

3. The gap between job creation and that of labour force
growth is widening while population pressure on farm land is
increasing, indicating that the sector will expand in the
coming years 1irrespective of policies followed (1.L.O., 1972,
p- 228; Republic of Kenya, Ministry of Planning, 1984d, p. 6).

4. The sector <can be a source of future growth as an
integral part of an employment strategy. Since programmes
undertaken officially are seldom completely comprehensive,
the iInformal sector can be viewed as complementary to planned

development (ibid., p. 229; Kabagambe, 1975, p. 153).

In agreement with the World Bank (1972), the author
opines that though productivity and income in the informal
sector may be low compared to the formal sector, in all

probability, it exceeds that of marginal employment 1in
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agriculture. Furthermore, the sector may supplement or
complement agricultural production and is superior to It with
regard to employment. Similar views were expressed iIn the
1.L.O. report on Kenya and afterwards In McGee®"s report on
South-East Asian cities (McGee and Young, 1977). Among the

findings and recommendations in the latter case were:

1. that hawkers and vendors play a significant role in the
distribution of commodities;

2. that iIn the short term, policies of accommodation should
be developed subject to priorities for urban land use;

3. that in the 1long term, efforts should be made to
integrate hawkers into the retailing system by upgrading
their operations iInto shops and emporiums, as economic
development occurs;

4. that provision should be made for hawker centres in new
housing developments and that adequate possibilities for the
upgrading of hawker activities should exist in all cities
throughout a country;

5. that if slower rates of economic growth occur, hawkers
would persist and short term policies of accommodation should
continue;

6. that policy formation for hawkers be made part of an
overall urban and national policy in which funds allocated at
a national level may be available to city governments for the
improvement of the conditions of the poor in the cities as

part of the national goals designed to eliminate poverty;

UNIVERSITY OF NAIROBI
UBRAFV



36

7. that a TfTlexible system of control of hawkers be
introduced in which city administrators are concerned with
law and order while the enforcement of regulations is carried
out through the use of licenses and other measures;

8. that existing laws and regulations that do not make
provisions for hawking should be reviewed;

9. that non-formal education of various Kkinds be made
available to hawkers to improve themselves so that with an
improved knowledge they can better serve the public and
hopefully move out of this sector in the future;

10. that collective opinion of hawker communities be made
available to policy makers and planners;

11. that current statistics on hawker numbers and other
characteristics should be collected and monitored so that

planning for them can proceed realistically and effectively.

These findings and recommendations were made with
reference to the urban informal sector. But the views are
useful in exploring the role of the rural iInformal sector and

the alternative ways of dealing with its activities.

In conclusion, it may be pointed out that the controversy
on the potential of the informal sector should not obscure
the vital role that the sector might play in the economic
development and rural transformation of Kenya. As Kitching
(1980, p- 378) submitted, the emergence of the sector was

spontaneous and consequent upon the socio-economic realities
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that faced Kenya. This does not, however, mean that
profitability considerations should be ignored altogether but
that in evaluating the role of the sector, ways should be
sought of invigorating the marginal small-scale component as
well. After all the latter component constitutes the bulk of
employment in the sector and bears the true characteristics

of the 1iInformal sector i1dentified earlier iIn this review.

From the foregoing, it is evident that the informal
sector consists of a variety of activities from which a
careful selection has to be made for purposes of economic
development. The criteria to consider might be social
legitimacy, employment and income generation, profitability
or a combination of all these. It is also evident that the
presence of the sector 1is known, vyet it 1is not Tully
recognized as productive and worth promoting. The task of
this study 1is to investigate the role of the controversial
marginal small-scale component of the informal sector in
combating the specified development problems in Kisumu
District. The study 1is even more urgently needed for the
District where, apart from the work of Kabagambe (1975), no
similar empirical research on the role of the iInformal sector
has been carried out. Furthermore, whereas Kabagambe®s work
was based on Kisumu Town, this study pursues the role of the
informal sector in the rural service centres distributed over

the whole District.



1.2.4. Rural Service Centres and their link with the
"Informal Sector-”

Since this study is based on the rural service centres of
Kisumu District, the theoretical basis of the location of
these centres and their purpose in the overall national
development strategy requires a brief review. The spatial
development strategy in Kenya draws mainly on the ~“Growth
Centre®” and the <"Central Place” theories which emphasize that
economic growth does not occur everywhere at the same time

but iIn discrete locational concentrations.

The Growth Centre theory 1is a broadened and re-orientated
version of the original Growth Pole theory postulated by
Perroux (1950, 1955) and defined as "centres or foci from
which centrifugal forces emanate and to which centripetal
forces are attracted. Each centre being a centre of
attraction and repulsion, has its proper Tfield which is set
in the field of other centres’(Perroux, 1950, p. 27). In its
original version, then Perroux had defined the notion in
terms of the processes of growth as reflected by the
appearance and development of new activi ties and not by the
spatial pattern of economic activity or the geographic
implications of economic growth and intra- and inter-
industrial shifts (Harmansen, 1971, p- 21). Perroux "s focus
on the structural characteristics of Growth Poles and

interrelation between industries to the exclusion of the
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spatial dimension of development was a major weakness 1in his
formulation. While he concluded that the industrial clusters
will become Growth Poles 1if several young propulsive
idustries came together to form a large enough complex to
exert an influence over the industrial environment, he did
not explain how the leading industry with strong inter-
industry linkages would find a location to serve as a nucleus
around which other industries would cluster (Misra, Sundaram

and Prakasa Rao, 1974, p. 183).

Thus, despite the fact that Perroux recognized growth as
being concentrated in various spatial locations, his concept
of the pole had no spatial or geographic connotation.The line
of inquiry culminating in the articulation of the Growth
Centre theory by Boudeville (1966) and others was initiated
independently by Myrdal (1957) and Hirschman (1958). They
attempted to synthesise a theory of the geographical
incidence of growth with a hypothesis of the mechanism for
the geographical transmission of development impulses. They
started from the assumption that development does not appear
everywhere simultaneously and that once development has
appeared, powerful forces will make for a spatial
concentration ofeconomic activity and growth at the initial
starting points. Hirschman argued that for an economy to lift
itself to higher levels of income it must and will first
develop within 1tself one or several centres of economic

strength (p. 158) where industries can benefit from localized
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external economies - technical as well as pecuniary - and
form an “industrial atmosphere’. Associated with this
proposition is the assumption that initially, economic

operators will overestimate the importance of agglomerating
economies in the growing points and neglect equally good or
better investment opportunities in the country. But in the
long run development occurring in the geographical growth
points will induce development in the backward hinterlands.
These “trickling down* forces would work through iInter-
regional trade and the transfer of capital to the backward
regions. Their effects depend largely on the existence of the
complementarities between the industries iIn the Growth Centre
and the hinterland. Furthermore, migration from the
hinterland to the Growth Centre may absorb some disguised
unemployment and raise the marginal productivity of labour

and the per capita income of the hinterland.

Myrdal (ibid.), on the other hand, emphasized the
tendency for the polarization forces to be stronger than the
“trickling down” effects with labour, capital and goods
moving cumulatively upwards into the Qlucky regions and
downwards from the unlucky ones. From the standpoint of
regional development strategy, Hirschman argued in favour of
the need for initial geographic imbalance through the

creation of development centres while Myrdal contended that
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the mechanisms for spread effects should be strengthened from

the outset.

Boudeville carried the Growth Centre notion further by
introducing the concept of the polarized region. In contrast
to Perroux"s abstract conception of space and Hirschman-
Myrdal®s theories of unbalanced growth, his emphasis was on
the regional character of economic space (Darkoh, 1977, p.
14). < Boudeville perceived economic space as “"tied to
geographic space through a functional transformation that
describes the relevant properties of economic processes”
(Harmansen, 1972b, p. 197). On the basis of this, he defined
a polarized region as a "heterogeneous, continuous area
(localized 1in geographic space), whose different parts are
interdependent through mutual complementary relations
centered round a regional centre of gravity®"™ (Richardson and
Richardson, 1975, p. 163). Richardson et al have noted that
this broader definition is much more useful, especially in
the context of a developing country. It gives the analysis a
comprehensiveness capable of [linking the theories of
location, central places and regional growth (Lasuen, 1971).
In this way it can be related to the deductive theories of
the urban hierarchy associated with Christaller (1966), Losch

(1954) and Bos (1965).

In Kenya, the broader concept of Growth Centres,

incorporating elements of Central Place theory, has been used
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in development planning. Settlement clusters of varying sizes
offering localized agglomeration economies in varying degrees
have been designated for regional development. The objective
of this strategy 1is to limit economic concentration and
spread growth to other parts of the country. It is realized
that the concentration of economic, social and political life
in the two main cities of Nairobi and Mombasa carries dangers
of an economic and cultural gulf being created between them
and the vrest of the country. A hierarchy of urban growth
centres has been created since the 1970°s. By 1979, there was
a TfTour-tier hierarchy ranging from Urban Centres to Local

Centres as depicted by Table 1.2.

Table 1.2: Designated Service Centre Hierarchy

Residents Catchment Area Number 1
of Centres !

IUrban Centres > 2,000 120,000 96
IRural Centres > 1,500 40,000 150
IMarket Centres > 1,000 15,000 420
ILocal Centres > 300 5,000 1,015

Source: National Development Plan, 1979b, p.46.

Urban Centres are large to medium-sized towns which have
been designated to serve as the main commercial centres for a
district. Generally, they also contain the district
administrative headquarters. In 1979, they had a resident and
catchment area population of about 2,000 and 120,000,

respectively. Since 1974, eleven high ranking Urban Centres



43

with Municipality status have also served as "rapid
development centres®". They consist of Nairobi, Mombasa,
Kisumu, Nakuru, Eldoret, Thika, Kitale, Nyeri, Kakamega, Embu
and Meru. The centres are given the highest investment
priorities by the government, with a bias away from Nairobi

and Mombasa.

Rural Centres have been designated to provide at least
40,000 people iIn rural areas with administrative, social and
commercial services. It is expected that the centres will
grow into small towns of 1,500 and 40,000 resident and
catchment area populations, respectively. They are considered
to be important in improving the volume and quality of
services and amenities in the rural areas due to their rural
location. Administrative and other services (such as health
and education) are to be concentrated in them while amenities
such as public water supply, electricity and all-weather
roads will also be provided. They are also most suited to the
development of rural cottage IiIndustries. In 1979, there were
150 such centres in the whole of Kenya. In the third tier are
Market Centres which have been designated for the development
of a Jlower order of services for a rural catchment area
population of at least 15,000. Health centres, chief’s
headquarters, secondary schools, public water supply, banking
and postal services are planned for the centres. Local
Centres, the lowest iIn the hierarchy, are planned to serve a

rural population of 5,000 with even lower order trading and



social functions and with no administrative functions. Since
the service centres were ranked in 1974, some changes have
been made. For example, some major towns such as Kisumu,
formerly designated Urban Centres have been renamed Regional
Centres, while others such as Ahero and Maseno, Tformerly

Rural Centres have become Urban Centres.

The growth centre strategy 1is designed to promote
national development by working towards rural-urban balance.
The national Development Plan (1979, p. 49) states that this
requires;

“‘an urban development strategy that controls

polarization towards Nairobi and Mombasa, and that

emphasizes the development of other centres with

the potential for supporting rural development.

Furthermore, those smaller centres at rural and

market levels with obvious spatial ties will be

provided with economic and social infrastructure in

order to establish and strengthen their functional

links with the larger centres, particularly in the

regions with high rural development priorities’.

In Kisumu District, however, rural-urban balance between
the town and the complementary service centres has continued
to decline in spite of the national development objective.
The reasons for this can be summarized as; a) the dominance
of service activities such as dry-cleaning that induce no
development in the countryside and simply draw payments from
rural consumers, b) the inability of the town to provide

employment for all migrants of working age seeking employment

and the tendency of most urban dwellers to spend their
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incomes right there, and fail to provide remittances to the

rural areas.

This imbalance can be corrected in two ways. One could
involve reorientating the functions of the Growth Centre to
provide a production structure which can transmit growth from
the modern sector to the non-modern sector (Santos, 1976).
Investment and employment at the centre would need to be
increased to provide employment to the incoming migrants.
Part of the new investments would consist of processing
industries that use agricultural raw materials from the
countryside and, hence, stimulate the rural economy. The
other could involve activating the economic activities in the
complementary service centres by promoting not only the
service functions but also the manufacturing ones. The Tfirst
option involves costly 1iInvestment and could only be
undertaken as a long term plan. The second appears more
feasible both in the short and long run. The promotion of
small-scale economic activities at the centres would be less
costly and could have far reaching development effects iIn the
countryside where they are located. It is in this locational
context that this thesis explores the viability of the
informal sector as an economic entity that can be promoted to

transmit development to the rural areas of Kisumu District.

Theoretically, the service centres are locationally

appropriate since the informal sector enterprises in them; a)



46

reduce their costs of doing business when they cluster there,
b) get a large market for their goods and services, c¢) have
better accessibility to Kisumu Town and could benefit from
trading relations with the formal sector iIn the town.
Furthermore, the centres can transmit development to their
hinterlands because the businesses in them a) have ease of

entry, b) rely on locally obtainable resources, c¢) are owned

by indigenous families, d) are labour-intensive, e) require
simple skills acquired outside the formal school system, )
require low levels of initial capital, g) have competitive

markets, and h) produce and sell necessary products demanded

by the low income group, at low prices.

1.3. Scope and Limitations of the Study

Scope

The study generally covered the entire informal sector
in the rural areas of Kisumu District but focused on the
better organized part of the sector, based in the rural
service centres. Furthermore, only the “legitimate* and
economically productive activities were studied. They
included activities in the sub-sectors of manufacturing,
trade and service. Highly mobile self-employed operators such
as public service vehicle operators (manambas) with no fixed
premise were omitted for obvious reasons. It was difficult to

get them down for an interview.
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Limitations

A number of difficulties were encountered during the
field work. Below are some of the problems and how they were
managed .

Scanty Records - Operators did not have written
business records and answers to the questions seeking
business information had to rely on the memory of informants.
However, this limitation had been anticipated and catered
for. It was minimised by designing interrelated, checking and
probing questions.

Low Aptitude - Operators with low levels of education
tended to be slow iIn recollecting and answering the
questions. This caused a considerable waste of time. But the
problem was reduced by engaging a research assistant.

Location of Business Premises - Some business premises
were located i1n hidden places which could not be seen easily.
More time had to be spent checking out all possible places.
The problem was reduced by the question which required
informants to comment on the intensity of competition they
faced from other operators in similar trades. In answering
the question, the iInformant also gave information on where
similar businesses were located within the particular trading
centre.

Cost - The District is vast and travelling from one
service centre to another was Tfinancially expensive, time

consuming and physically exhausting.
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In spite of all the limi tations, information
inaccuracies, time and financial constrai nts were reduced 1iIn
the ways indicated, Furthermore, my personal knowledge of the
study area and of the local language also reduced the

problems considerably.

1.4. Conceptual Definitions

The meanings of the basic concepts used in this study are
given below.

1. ~“Informal Sector* refers to small-scale income-earning,
"socially legitimate* economic activities which are
productive and have business premises in temporary structures
or in no structures at all. It includes both [licensed and
unlicensed activities. Activities which may be economically
productive but are “socially illegitimate’ such as
prostitution are excluded. Furthermore, the concept applies
to activities organized as regular businesses and not to
occasional market-day exchange of miscellaneous farm products
in the market place.

2. “Temporary structure’ refers to a structure constructed
to below semi-permanent standards, for example a tin
structure, bamboo structure, grass-thatched mud house. The
concept also iIncludes verandas of permanent and semi-
permanent houses. A temporary structure may or may not occur

on legally recognized spaces.
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3. “Informal Enterprise/ Business/ Economic Unit" are used
interchangeably and refer to a unit of business under one
management.

4. “Value of Capital®™ refers to the total value of machine
tools, stock, monthly rent, cost of constructing the business
structure.

5. "Profit of Business®"™ refers to the perceived income
accruing to the proprietor(s) minus wages to employees and
costs of inputs/ stock purchased.

6. "Designated Rural Service Centres® refers to the rural
service centres that are officially designated for
development in Kisumu District (See Figure 2.1). The concept
excludes Kisumu Town which is also desighated for development
but which hosts the urban as opposed to the rural informal
sector. The service centres consist of 30 Local Centres
(Akado, Reru, Bodi, Kaloka, Magwar, Kondik, Kipasi, Ulalo,
Nyag Bongo, Wath Orego, Kibos, Nyamasaria, Nyang ande,
Korowe, Ramula, Ambaka, Nyamarimba, Bodi in Nyakach,
Nyabondo, Sigoti, Onyuongo, Kibogo, Onjiko, Masogo, Makindu,
Koru, Tamu, God Abuoro, Daraja Mbili, and Songhor); 12 Market
Centres (Awach 1n Seme, Awach in Kano, Pawakuche, Daraja
Mbili, Kisian, Otonglo, Chiga, Rabuor, Kusa, Pap-Onditi,
Awasi and Kibigori); 6 Rural Centres (Kombewa, Kiboswa,
Sondu, Miwani, Chemelil and Muhoroni); and 2 recently

upgraded Urban Centres (Maseno and Ahero).
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7. "Service Centre-based Informal Sector* refers to
informal sector activities with premises of business in
temporary structures or iIn no structures at all in the
designated service centres. Operationally it excludes the

rural informal activities located elsewhere.

In the next chapter, the methodology employed to probe
the objectives of the study is described. Both qualitative
and quantitative methods are used to test specific hypotheses

in order to verify the role of the informal sector in the

development of the District.
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CHAPTER  TWO
METHODOLOGY

The methods used to verify the hypotheses of this study
consisted of fieldwork which involved sampling, designing and
administering recording schedules and personal interview
schedules, obtaining local authority and central government
records, and analysing, presenting and interpreting the data

and other information.

2.1. Methods of Data collection
Data and other information was obtained by fieldwork.

2.1.1. Facilities for the fieldwork

Certain fTacilities were essential at different stages
of the TFfieldwork. A settlement base-map of the designhated
service centres in Kisumu District and the roads joining them
helped in drawing up a schedule to be followed so that the
randomly selected centres could be visited in sequence. A
camera was also used for taking photographs to illustrate the
nature of the iInformal activities. After Tfieldwork was over,

the computer was used extensively to perform most of the

statistical analyses.

2.1.2. Sampling
Sampling was done iIn three stages. Firstly, the universe

was defined, then the working population was delineated and,
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finally, the sample was drawn.

1) The universe consisted of all the people
engaged in the informal economic activities iIn Kisumu
District. Based on the available statistics, the universe was
estimated at 21,000 for the year 1983. This was taken to be
the difference between the total non-agricultural wage
employment of 60,000 estimated for the District for 1983 and
the formal non-farm wage employment of 38,598 enumerated for
the same year.

2) The working population was composed of all the
informal enterprises in all the designated rural service
centres. The centres were selected because they were likely
to attract economic activities with regular business
characteristics due to the agglomeration economies they
provided, as contrasted with dispersed activities in the
countryside.

3) The sample that was finally drawn was obtained
in three stages, designed to ensure its representativeness of
the working population. Firstly, the stratified hierarchy of
the service centres was taken as it was, namely, 30 Local
Centres, 12 Market Centres, 6 Rural Centres and 2 Urban
Centres (see Figure 2.1). Secondly, random sampling numbers
were used to select centres from each stratum. The proportion
of centres selected from each stratum also took into account
the relative importance of the centres in terms of the actual

built-up area. Consequently, a half of the Urban Centres, a
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third of the Rural Centres, a quarter of the Market Centres
and a sixth of the Local Centres were selected. Thirdly, all
the informal economic activities in the selected centres were

studied as economic enterprises, with proprietors and their

employees being interviewed under their respective
enterprises. The sampling procedure is summarized in Table
2.1.

Table 2.1: Sampling Procedure

IRank of Proportion Number Number Estimated Estimated
of of Number of Number of
ICentre randomly Enter- Propri- operators operators
prises etors engaged in in all
selected studied the Centres Centres *
sampled *
N ED) &) ©) ©)) ® ®
> u.c. r/2) =172 89 97 185 370
Ir.c. (2/6) =1/3 40 46 69 207
Im.c. (3712)=1/74 33 39 69 276
T 1.c. (5/730)=1/6 48 55 100 600
210 237 423 1,453

* consists of proprietors, paid employees and assistants.
Column 6 is the product of the reciprocals of column 2 and
the elements of column 5.
Urban Centre M.C.
Rural Centre L.C.

U.C.
R.C.

Market Centre
Local Centre

A total of 210 enterprises engaging 237 proprietors and
186 employees and assistants were studied. This represented
30% of the estimated working population of 1,453. The Ilatter,

in turn, represented 7% of the estimated universe.

1
1
1
1

J

i
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The service centres that were drawn in the sample were
Ahero (U.C.)> Chemelil (R.C.)1I Kombewa (R.C.)> Rabuor (M.C.)>
Pap-Onditi (M.C.)i Awasi (M.C.)» Akado (L.C.)» Nyamasaria

(L.C.)» Msogo (L.C.)i Tamu(L.C.) and Kibos (see Figure 2.1).

2.1.3. Primary Data
The acquisition of primary data involved designing
and conducting recording and interview schedules.
1) Recording Schedule Design
Questions were designed by the researcher with
the aim of gaining a detailed knowledge of the various vital
aspects of the iInformal businesses and of the operators
engaged. The questions were also aimed at acquiring
statistical data to be used to analyse the role of the sector
in the economic development of the District. Questions were
designed to probe into the issues asked so as to expose any
possible contradictions in the responses of the informants.
This was done so that in places where contradictions were
apparent, the informants would be asked to clear them up.
Consistency among the answers provided was considered
important iIn maximising the level of accuracy since errors
would easily be detected and the iInformants re-examined to
recollect more precisely the information required. The
questions were also made open-ended deliberately to allow any

unexpected responses to be recorded.



FIG 21 : KISUMU DISTRICT: MAJOR TRANSPORTATION LINES AND DESIGNATED SERVICE CENTRES

SOURCE: District Dev. Plan. 55
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Two types of Recording Schedules were designed. The first
one contained questions addressed to the business
proprietors. It made inquiries about business characteristics
such as the age of an enterprise, the size of employment, the
value of capital, the profit of business and the source of
intermediate goods. It also inquired 1iInto the personal
characteristics of the proprietor such as the size of his
land holding, the years of education and so on (See Appendix

1).

The other recording schedule consisted of questions
addressed to the employees of an enterprise, with each
employee expected to respond to a separate schedule. The
questions inquired into the personal characteristics of the
employee and the way he related to his employment (See
Appendix 2). However, the expectations of the second
recording schedule were not realised for two reasons. First,
most of the enterprises turned out to be “one-man businesses™*
and so had no employees. Second, most of the employees who
were reported by the proprietors tended to be absent and
could not, therefore, be iInterviewed. Hence, most of the
information was obtained from the proprietors alone. Only 31
employees were actually interviewed.

2) Interview Schedule Design
The interview schedule was aimed at central
and local government officers. It was composed of broad

leading questions which left much room for any useful
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information that the technical personnel would provide (see
Appendix 3).
3) Administration of the recording schedules

To ensure uniformity iIn the understanding of
the questions, iInterviews were conducted by the researcher
himself in the first month of the fieldwork. In the meantime,
a research assistant was trained to help in conducting the
interviews. Later, the assistant and the researcher worked
together in one service centre at a time to enable close

supervision.

A service centre was first surveyed by conducting a rough
count of the enterprises. This gave a rough picture of the
total number to expect. The two researchers would then
separate and begin conducting the interviews from opposite
ends of a row of informal businesses, and go from from one
enterprise to another until they met. The exercise was
repeated for other rows until all the enterprises were

covered. About eight enterprises were covered in a day.

Most operators were cooperative and answered the
questions frankly. A few were, however, suspicious iInitially.
But after introductions were made and the purpose of the
research clarified, the informants became free and willing
to offer the necessary information. Only on two occasions did
some operators prove so difficult that they nearly refused to

answer the questions. However, they were luckily convinced at
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last without resort to legal action. The later alternative
would have been disastrous since it would have scared away
unlicensed operators and spoilt the quality of the
information from the licensed but equally frightened
operators. This 1is because written business records rarely
exist in the iInformal sector and one has to rely on the

memory of the informants.

On the whole, the informants turned out to be more
cooperative than had been anticipated. This was most probably
due to the ease of communication in the local language and to
frequent similar encounters that the informants had had with

researchers before.

The interviews were conducted in private and the
informants assured of confidential treatment of their
answers. The purpose was to minimise external i1nfluence on
the informants and, thereby, maximise Tfrankness and
truthfulness. Only discussions were conducted in public to
assess the comparative soundness of opinions.

4) Administration of interview schedules
Interview Schedules were conducted by the
researcher in person. Appointments to interview the officers
concerned were made a few days before the interview. An
unfilled interview schedule was given to the officer at the
same time so that he would be able to study the questions and

prepare answers. On the appointment date the iInterview was
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conducted and the answers fTilled iIn If this had not been
done. This was followed by discussions regarding the informal
sector, in relation to the answers given during the

interview. This provided valuable additional information.

2.1.4. Secondary Data

Secondary data was sought from the Municipal and the
County Council license records. However, when they were
cross-checked with primary data, some were found to be
incomplete. For example, 23% of the enterprises sampled were
operating without Jlicenses and so were missing on the
official records.

V) Personal Observation

Personal observation was equally important in

obtaining the visual impression of the informal sector. It
was conducted throughout the fieldwork period which lasted
from October 1984 to February 1985. Many important

observations were made in this way for Jlater use in

qualitative analysis.

2.2. Methods of Data Analysis
Both qualitative and quantitative methods were used
to analyse the sample data and the general information

obtained from the field.



2.2.1. Qualitative Methods

These consisted of classifying and summarising the
sample data and the general information.

1) Typology

Field data relating to the economic activities

in the iInformal sector were arranged into categories to allow
subsequent analyses to be made for the whole sector together
and for its sub-sectors separately. Enterprises in the sector
were classified 1iInto sub-sectorial categories, namely
services, manufacturing and trade. Further classifications
enabling more detailed analyses involve the grouping together
of specific trades in the sector such as tailoring, bicycle
repair, metal goods fabrication and so on.

2) Summary Statistics

Descriptive statistics were used to summarize the

mass of data collected from the field into a few numbers that
measured 1In some way the various aspects of iInterest to the
study. These included averages, the standard deviation, the
skewness and percentages. Histograms and bar-graphs were also
used to illustrate the dispersions of some important features

of the sector.

2.2.2. Quantitative Methods

This involved the use of statistical methods to test
the research hypotheses. Three suitable methods were used for
the purpose, namely, the means test, the chi-square goodness

of fit test and regression analysis. These techniques will
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now be introduced to show what they involved and the roles
they were intended to play in the analyses to fTollow in
chapters 4 and 5.
1) The means test

This test can be used to compare the sample mean
with that of the universe and decide whether or not the two
are statistically similar (Mills, 1955, pp-213-226; Blalock,
1972,—* pp- 184-193; Erickson and Nosanchuk, 1977, pp- 151-
160). The technique was applied iIn this study to test the
hypothesis that the informal sector absorbs participants
mainly from the section of the population with higher land
pressure than the mean land holding per person iIn Kisumu
District. In other words it tested whether the sector

effectively tackles the pressure on farm land.

The means test normally requires knowledge of the
mean ( ) and the standard deviation (O ) of the universe
and assumes that the sample population is normally
distributed. The normal probability value *Z* can then be

computed by the formula:

~ '"A n-

where x = sample mean
N = sample size
, t & Z = same as defined above

This wvalue 1is then compared to a critical value of the

standardardised normal deviate (Z-value) to decide whether or



62

not the computed Z is less than the critical Z-value at a
selected level of confidence. |If the computed Z iIs (greater
than the critical Z, then there is enough statistical evidence
that the sample mean is based on a population whose mean is

different from that of the universe.

When the standard deviation of the universe is missing,
the means test is slightly different, Because sample values
tend to reflect universe \values, the sample standard
deviation can be used to estimate the C of the universe by

the formula:

The Fformula denotes that an estimate of the standard

A
deviation of the universe, C

, Is given by the standard
deviation of the sample. This estimation transforms the Z-
test iInto the t-test, and the t-values are computed by the

formula:

The means test was specifically applied in this study to
compare the sample statistics relating to the population
pressure on land facing the informal sector operators with
the District®s population-land pressure index. Because only
the mean land holding index, and not its standard deviation,

was available iIn the official records, the t-test version of



the means test was used instead of the Z-test. The test
confirmed, as will be shown later in chapter 4, that the
sample mean land holding per person is less than the
District *s mean.

2) The Chi-Square Goodness of Fit (X2)

This technique is used to test the concordance of
an actual frequency distribution with an expected one (Mills,
1955, pp- 522-540; Croxton, 1959, pp. 267-283; Snedcor and
Cochran, 1972, pp- 236-237; Hammond and McCullagh, 1974, p.
171). In the study it was applied to test whether or not the
informal operators have higher levels of education than those
of the District. To confirm the hypothesis that the informal
sector effectively combats rural to urban migration of
school-leavers, the [levels of education attained by the
operators were expected to be higher than comparable

proportions fTor the District®s population.

The procedure of the chi-square test involved taking the
difference between the observed frequency iIn each class of
education (0~ ) and its corresponding expected, or computed
frequency (E- ), squaring the value, dividing the expected

frequency, and summing these quotients. The equation for this

1S:

i1
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The probability of that J(2 value occurring by chance is then
obtained to decide whether or not the sample distribution Iis

different from the expected one.

But care has to be taken iIn examining and interpreting
in the light of the actual distribution of the discrepancies
since the computation of the chi-square does not take into
account the manner iIn which the discrepancies between the
observed and the expected frequencies are distributed. These
discrepancies may substantially influence the judgment as to
the goodness of a given fit. For example, the successive
values of the observed, minus the expected frequency values,
counting from the lower limit of the variable elements, might
be alternately positive and negative. If chance alone
accounted for the discrepancies between the observed and the
expected frequencies, then something approaching this
alternation would be expected. But it is possible that in one
case successive values of the observed minus the expected
values might be alternately positive and negative while in
another case all thevalues below the median might be
positive and all those above it might be negative, yet in
both cases, computations may show that chance alone accounted
for the differences. In such an instance, more confidence
would attach to a fit marked by alternations of positive and
negative deviations than to one in which a series of positive
deviations were bunched together on the scale and negative

discrepancies were correspondingly clustered.
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Thus, the actual sample frequencies (observed
frequencies) are also compared with the corresponding
expected frequencies (of the universe) to tell the nature of
the difference, if any. The sample frequencies were expected
to be higher than the District’s frequencies in the higher
levels of education and lower in the lower levels. This 1is in
accordance with the hypothesis that the informal sector
effectively reduces the rural-to-urban migration of school-

leavers most likely to migrate to the town(s), by providing

employment in the countryside.

As will be demonstrated in chapter 4, the results showed
that the "(Lvalues are significant for both the male and the
female components of the informal sector operators, though
the significance is stronger for the former. Furthermore, the
discrepancies between the frequencies of the sample and those
of the District show negative values (of OM-E*t) at the lower
ends of the frequency scales, and positive ones at the upper
ends, except Ffor the secondary level of education. This
indicated that the sector is effective in reducing the rural-

to-urban migration of primary, but not of secondary school-

leavers .

3) Multiple Linear Regression (MLR)
The multiple [linear regression technique 1is used to
describe the nature of the relationship between two sets of

variables; a dependent and one or more independent variables
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so that the former can be estimated if the values of the
latter are known (Blalock, 1972, pp. 361-502; Johnston, 1978,
pp- 60-87). In this study it was used to test the hypothesis
that the informal sector has the potential for evolutionary
growth. It was expected that the sector is sufficiently
responsive to the business-influencing factors to allow
incomes to rise relative to employment, with favourable
changes in business conditions. Field data relating to
business performance were used to test the hypothesis.
Perceived business profit was selected as the dependent
variable to measure the economic performance of an
enterprise. Eight independent variables were also selected

for the test.

The independent variables consisted of the present value
of capital (PVC), the initial value of capital (1VC), the
number of customers served iIn a week (NOCW), the operator®s
years of education (YOE), the age of an enterprise (AOE), the
age of the operator (A00), the period of apprenticeship
(PAPP), and the pressure on the operator®s farm (POFL). Along
with the 1independent variables, five dummy variables were
also used to test whether the value of the dependent variable
varies significantly according to the rank of a service
centre (RSO), the sub-sector of an enterprise (SUB), the
perceived value of intermediate goods (i.e. circulating

capital) required (VCCA) and the gender of the business
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proprietor (GEN). All the variables were measured on the
interval scale except for the dummy variables which were

measured on the nominal or ordinal scales.

The response of economic performance to the independent
variables was measured by the Multiple Linear Regression
coefficients. The purpose of applying MLR is to determine the
nature and explanatory power of the business-influencing
variables on the economic performance of the enterprises and
to derive an equation for estimating the latter. To do this
successfully, it was Ffirst necessary to perform correlation
analysis. The analysis made it possible to determine whether
the 1independent factors were really (independent of one
another, otherwise multi-collinearity might be present.
Multi-collinearity is a statistical problem which can
severely Dbias the regression coefficient estimates and their
standard errors in a multivariate equation. In practical
terms, strong intercorrelation suggests that the variables
involved could be surrogate measures of the same thing which
itself might be missing. It might indicate then the need to
seek the true variable or to drop one of the highly
correlated ones. In this study, the results showed low
correlation coefficients between the independent Ffactors
except between the IVC and the PVC as will be shown in
chapter 5. The strong correlation (r=0.7) between these
factors was due to the overlap between them. A large part of

the [IVC in the enterprises was still present in their PVC,
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especially in the service and manufacturing sub-sectors where
a good part of the capital was fixed In durable producer
goods such as machine tools. The strong correlation also
meant that the enterprises that had started off with larger
values of capital had maintained the lead. It was, therefore,
decided that the variable IVC be dropped in further analyses

since i1t was, in fact, iIncorporated iIn the variable PVC.

Having ascertained the statistical i1ndependence of the
independent variables, partial correlation analysis was
applied to determine which of the iIndependent variables by
itself had a significant correlation with perceived business
profit. A stepwise MLR employing the GLIM (Generalised Linear
Interactive Modelling) computer package (Baker, 1978) was
used to compute the partial correlations. The package has an
additional advantage of being able to plot a scattergram of
the dependent variable against the standardized values (FV)
of the independent variables together on one graph. Up to
nine independent variables can be standardized iIn this way.
Thus, not only were the partial correlation coefficients
obtained for each of the independent variables but the
scattergrams for the variables in the equation were also
plotted and examined to see whether they reflected a good fit
for the line of least squares. It was clear from the initial
scattergrams that the relationship was curvilinear rather

than linear. Several transformations were then tried on both
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the dependent and independent variables and a scattergram
constructed for each trial. Extreme outliers were also
removed from the plots. The final models presented contain
the independent variables with significant individual
influence on the dependent variable in the form that reflects
the best fit for the line of least squares. The magnitude of
influence of each of the regressors on the dependent variable
was also reflected In the size of thelr respective partial
correlation coefficients "r*. Hence, 1t was also possible to
tell 1in which sequence the iIndependent variables were related

to the dependent one.

The statistical operations described above were performed
for the whole sector together and for each sub-sector
separately as will be shown in chapter 5. The equations
derived were of the following forms:

Whole Sector
In POBM = b0 + bt In NOCW + b2 In PVC + b3 YOE + b~ VCCA(ID)
- b5 RSC(2) - bG RSC(3) - b? RSC(4) + bs SUB(2)
£ DO SUB () ettt 1
Service sub-sector
In POBM = b0 + bt YOE + b2 VCCA(I) + bl NOCW. ... ... ... ...... 2
Manufacturing sub-sector
In POBM = b0 + bt NOCW + b2 PVC. . ... ..o 3
Trade sub-sector

In POBM = b0 + bt PVC + b2 NOCW .. i i e i e e 4



where, for the 4 equations;

POBM = perceived profit of business in a month (in KSh.)

b0 = regression constant.

by ,b2 ,b3 ...b* = slopes of the regression surface.

NOCW, YOE,PVC=independent variables as already defined,
with significant individual influence on the
dependent variable

VCCA(l), RSC(2), RSC(3), RSC(4), SUB(2), SUB(3)=dummy
variables (to be defined in chapter 5), with
significant individual 1influence on the profit
of business.

In = natural logarithm.

It will be seen later that these results show that
business profits in the informal sector are responsive to
some specific business influencing factors. But the degree of
respons iveness varies between the sub-sectors for reasons to

be examined in chapter 5.

In the next chapter , the study area, its economy and the
place of the informal sector are introduced. Qual itative
methods of analysis are used extensively to show the internal
character isties of the economic activities involved and their

prospects for development
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CHAPTER THREE
THE IMPORTANCE AND NATURE OF THE INFORMAL SECTOR
IN THE STUDY AREA

3.1 Introduction

To understand the economic and spatial implications of the
informal sector in Kisumu District, it is first necessary to
survey the interrelated physical and human conditions in the
area. This chapter introduces the general physical and
economic conditions of the District in the first section to
provide the spatial and economic context in which the role of
the informal sector activities, presented in the second

section, take place.

Kisumu District has a total land area of 2,660 square
kilometres of which 567 square kilometres 1is covered by
water. The District 1iIs situated between 0°30°S and O 15°N
Latitude and between 34* 25°"E and 35* 251E Longitude. It is the
second largest of the four Districts that comprise the Nyanza
Province of Kenya, after South Nyanza District. The District
is bordered on the south by South Nyanza; on the east by
Kericho; on the north-east by Nandi; on the north by

Kakamega, and on the west by Siaya (see Figure 1.1.).

Kisumu District 1is divisible into three topographic
regions, namely, the Kano Plain, Nyabondo Highland areas and

Nyando-Maseno Escarpments and Highland areas. The Kano Plain
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lies on the floor of the Nyanza Rift Valley and is a product
of downfaulting between two parallel faults, the Nyabondo
Fault in the south and the Nyando Fault 1in the north
(Saggerson, 1952; Gibb and Partners, 1956; Ojany and Ogendo,
1973, p-119). The Nyando Escarpment continues westwards after
Kajulu and Kisian Ranges to Maseno where it rises to 1,835
metres above sea level and into Kombewa, Seme. To the south
of Kombewa is a lower part of this belt. On the whole, the
District varies in altitude from 1,144 metres above sea level
on the Kano Plain, through 1,525 metres in South Nyakach
Location (Nyabondo area) to 1,835 metres in the areas .of

Maseno (see Figure 3.1).

Geologically, the Kano Plain is an alluvial peneplain of
quarternary sediments with dark Jloam soils, while the
Highlands and Escarpments have residuals of brown volcanic

and sandy soils (Ojany and Ogendo, 1973; D"Costa and Ominde,
1973; Odenyo and D"Costa, 1979).

The physical terrain has 1important implications for
agriculture in the area since it influences the Tarming
conditions and, hence, the population-holding capacity of the
land. For instance, the slopes of the escarpments which
consist of well drained but poor shallow soils imply easy
cultivation but low potential yields. On the other hand, the
deep and more fertile but poorly drained clay soils

(Vertisols) in the alluvial peneplain may imply difficult



FIG. 3. 1 KISUMU DISTRICT: TOPOGRAPHY

SOURCE; Constructed from 1;250,000 KISUMU and 1;50,0000 ASEMBO BAY (115.2) Map Sheets.
73
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farming conditions, but with higher potential yields.
Furthermore, the rainfall regime varies with altitude and
with proximity to the highlands of the Nyando Escarpments and
the Tinderet massif (Ojany and Ogendo, 1973, pp- 61-72;
Republic of Kenya, 1984d, p. 1. The total mean annual

rainfall increases from the lake shores northwards, westwards

and southwards (see Figure 3.2). For instance, Kombewa,
Awasi, and Pap-Onditi, all located near the shores of the
Lake, receive 660mm, 560mm and 712mm of rainfall,

respectively while Maseno, Ahero, Kisumu, Kibos, Muhoroni and
Koru, which are close to the highlands receive 1,630mm,
1,260mm, 1,280mm, 1,290mm, 1,525mm and 1,203mm, respectively.
Higher and more reliable vrainfall amounts imply better
farming conditions in places where the topographic and soil
conditions are also suitable. However, these conditions do
not prevail in suitable combinations for most of the
District. On the whole, rainfall reliability and
predictability is generally low for the District. At Ahero,
for example, there 1is a high probability (of 30*) of
receiving less than 900mm in any one year. Furthermore, most
of the highland slopes with more rainfall have poor soils
while the more fertile clay soils of the Kano Plain receive

less rain and are prone to waterlogging when the rains come.

Under these physical conditions, most of the District has

a low population land-holding capacity, particularly because



FIG. 3.2 KISUMU DISTRICT: DISTRIBUTION OF AVERAGE ANNUAL RAINFALL
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Republic of Kenya, 1984d, p.- 4).
i) Marginal Coffee Zone < 5%
ii) High Potential Sugar Zone < 5%
iii) Marginal Sugar Zone 25-30%
iv) Cotton Zone 45-50%

V) Marginal Cotton Zone
(Rice, Swamp Zone) 15-20%

(See Figure 4.1, p. 140).

Subsistence crops are also grown in these zones. There
are even pockets of high potential for the production of
maize and sorghum. Nevertheless, research findings express
quite a pessimistic overall prognosis. More than 75% of the
District is classified as unsuitable for economically
successful small-scale farming. The Ministry of Agriculture
and the German Agricultural Team (Jactzold, et. aT, 1982,

p- 200) observed that;

"Extremely heavy soils combined with warm climate,
relatively low annual rainfall and repeated
flooding makes farming a heavy burden...Lasting
improvement of the socio-economic situation of most
small-scale farmers of the District can only be
achieved through large investment in drainage and
irrigation by the government. The Sugar-Belt yields
return mostly to large farms only"

/
Thus, it is apparent that at present, agriculture, the

main source of livelihood iIn the District, has a limit to
which i1t can be exploited to support the population. The same

conclusion was reached iIn another study of the influence of
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soils on the agricultural land-use pattern of the area by the
author (Bowa, 1983, pp. 104-106). While present projections
show that the capacity of the agricultural sector is limited,
population 1is 1increasing rapidly. In 1979, the total
population of Kisumu District was 482,327, with 329,684
living in the rural areas (outside Kisumu Municipality),
152,643 in the Municipality and a population dependency ratio
of 1:0.996 (Appendix 4). Seven thousand of the rural
population were living in the service centres (Jactzold, et
al, 1982, p. 196). Table 3.1.1 shows the 1979 population
distribution by location, overall density and density on the
agricultural land. The available agricultural Iland was
calculated by the Ministry of Agriculture and the German
Agricultural Team (Jactzold, et al, 1982) to be 2.31
hectares for an average household of 5 people and 0.46
hectares per rural resident. Population pressure on
agricultural land is, thus, quite high on the average and
will rise in the coming years in spite of the net population
out-migration, especially of working age, to neighbouring
Districts and the rest of the country (Oucho, 1985, p.154).
This is well indicated by the projection made on the basis of
the District®s population growth rate of 3.33% per annum for
the 1983-88 period (Appendix 5). According to the
projections, the population of the District, in 1985, was

higher than in 1979 by 173,305, implying that the pressure on
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Table 3.1.1: Population Distribution by Location

! i 1 IAgricul-INumber Land Land
! ; ! | tural ' of per  Per
ation/ 1 | Area 10verall ! Land in! House- House- Person
ision/ 1 Population! in IDensity Isquare holds hold in
icipa- 1 Isquare! Ikiloraet- in hect a-
ty : tkilom-! | res iecta- res
i ietres i res
umu ! 33,621 1118 : 284 ! 89 6,623 1.34 0.26
t/Mest | ! I
le Bs.t 32,080 - 139 229 ! 126 6,072 2.08 0.39
le West 27,487 1 122 224 108 5,546 1.95 0.39
kSENO 93,188 380 245 323 18,241 1.79 0.35
rth-East
Cao 41,693 202 205 167 8,421 2.27 0.46
uth-East
Cao 36,853 296 124 237 6,646 3.81 0.68
YANDO 78,546 498 165 404 15,067 3.04 0.57
arth
yakach 34,129 183 186 128 6,489 1.97 0.38
auth
"yakach 23,939 79 301 61 4,233 1.44 0.25
est
Nyakach 19,057 97 195 72 4,025 1.79 0.38
yakach 77,125 359 227 261 14,744 1.73 0.34
est
Kano 32,305 144 223 94 5,173 1.82 0.29
INAV 32,305 144 223 94 5,173 1.82 0.29
Koron i 10,293 76 134 66 8,818 1.99 0.54
- 7,565 78 9% ! 61 ! 1,687 ! 3.62 ! 0.80
Mani ! 9,500 102 1 92 1 82 1 2,603 ' 3.65 : l.oi
eelil 1 21,162 1182 1 116 1 164 1 4,817 : 3.30 : 0.73
~ horoni 48,520 ! 439 : no ! 356 111,925 : 3.15 : 0.77
sunu i i « i 4
nicipal- ! | 1 ! | 1
Ity ! 152,643 ;270 ! 565 | 132,458 1 —
* i | i t i |
SUMU 1 " " i i i i
STRICT ; 482,327 12,093 ! 230 ' 1,438 197,611 1 2.31 ! 0.46

source: Republic of Kenya (1981), Ministry of Agriculture and the
German Agricultural Team, 1982, pp- 196,197,198.
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land resources has iIncreased considerably, given the low

carrying-capacity of the land.

Agriculture is complemented by fishing which constitutes
the second most iImportant primary occupation. Fishing is done
in the Nyanza Gulf mainly by the local inhabitants. According
to estimates made at the 1979 prices, the income from Tfishing
was 5 million Shillings a year. This was sufficient to
support 1,000 families or 6,400 people assuming 6.4 persons
per family at 5,000 Shillings a family (Republic of Kenya,
Ministry of Finance and Planning, 1984d, Kisumu District, p.
12). By 1985, these figures had definitely iIncreased as more
people are likely to have joined the occupation as a result
of the population pressure on resources. The future of the

fishing industry seems promising, though its small size may

delay its rapid development.

3.3. The Formal Sector

The formal sector constitutes another important source of
employment and income. It is the second most important source
after agriculture iIn terms of the employment of [labour.
Activities iIn the formal sector consist of large and small-
scale non-farm wage employment in the public and private sub-
sectors. The public sub-sector consists of central and local
government activities while the private sub-sector is

composed of privately owned small- to large-scale formal
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economic activities by industrial categories. Employment in

these activities in 1980 are shown on Table 3.1.2.

According to the Ministry of Finance and Planning, the

formal sector employed 33,932 people in 1980. This expanded

slowly to 34,356; 35,373; and 38,598 in 1981, 1982, and 1983,

respectively (Republic of Kenya, Ministry of Finance and

Planning, 1984, pp. 229-239). Furthermore, 54% of the

employees of 1983 were in Kisumu Town alone, confirming the

concentration of the sector iIn the town.

Table 3.1.2: Employment in the Formal Sector, 1980
(i.e Non-farm wage employment)

Community, Social and
Personal Services 15,523
Manufacturing

7,520
Agriculture and Forestry

4,345
Wholesale and Retail,
Restaurants and Hotels 1,857
Construction 1,777
Transport and Communication 1,704
Finance, Insurance, Real Estate
and Business Services 721
Mining and Quarrying 260
Electricity and Water 225
Total = 33,932

Source: Republic of Kenya, Ministry of Finance
and Planning, 1983, p. 30.

_ i of
This spatial imbalance, coupled with the slow expons
ich
s~ the town imposes a limit on the
employment in P the
ector can provide an adequate solution
the formal s P 9 Ut of

. - rural popula*~on
socio-economic Problems of the basmaM{/
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the District. Even at the national level, the size and rate
of expansion of formal employment is similarly small as has
been shown in chapter 1. The slow rate of expansion is mainly
due to the difficult operational requirements of the sector.
It iIs difficult to venture iInto, relies on imported inputs,
is largely foreign owned, has large scale of operation,
employs capital-intensive technology, requires elaborate
formal education and operates in regulated and monopolistic
markets. Thus, like the agricultural sector, the formal
sector cannot be expected to absorb a large portion of the
swelling labour force of Kisumu District either within the

District or at the national level.

3.4. The Informal Sector

The size of the informal sector is not known precisely,
partly because of the differences in perception and partly
because many operators iIn the sector are not Jlicensed or

registered businessmen. However, the District Development

Plan (Republic of Kenya,1984a) estimated a labour force of
21,000 for the sector iIn 1983. This puts the sector third in
employment after the agricultural and formal sectors. The
distribution of this labour force between the urban and the
rural areas is more balanced than for formal employment.

According to official estimates, the sector had 4,000

operators iIn the Municipality, and 17,000 in the rural areas,
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including the service centres. Thus, the share of rural
employment in the informal sector is nearly equal to that of
enumerated non-agricultural wage employment in the vrural
areas. It would seem, therefore, that the size of the
informal sector iIn the District is large and although the
scope of this study is limited to the better organized,
market orientated part alone, lessons learned can contribute
immensely to the exposition of the role and potential of the

entire sector 1iIn economic development.

)] Activities in the Informal Sector

In this section, the economic and spatial features of the
informal sector iIn the District are explored to provide a
basis for explaining the role of the sector in development.
Due to the scarcity of documented information on the sector

in the area, primary fTield data and information have provided

the basis for the analysis.

Informal sector activities are highly varied and
seemingly indistinguishable. However, they can be grouped by
some specific criteria that can enhance a systematic study of
the sector. House (1978) recognized this and used the
conventional economic sub-sectorial types, namely,
manufacturing, service and trade. Similar categories are used
in this study for the same purpose. The manufacturing sub-
sector consists of activities which add value by fabricating

or changing the product such that the end product takes a
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form which is different from the original material. The
service sub-sector, on the other hand, is composed of
activities which add value by performing service operations.
Their value-added is on the expertise of rendering a service
and not on fabrication or the selling of materials alone.
Finally, the trade sub-sector consists of activities which
add value, not by changing the form of the materials sold but

by making goods easily available to consumers.

Because some business units undertake more than one sub-
sectorial operation, enterprises iIn this study are classified
into the sub-sector which accounts for most of their value-
added. The sub-sectorial categories will be vital in
subsequent analyses of the informal sector since they (give
order to the iInformal activities. Different sub-sectors may
have peculiar business characteristics, including
opportunities and limitations with regard to development and
this can only be probed when operators with some basic
similarities are grouped together. Table 3.1.3 shows the
informal sector businesses by sub-sectorial categories and
their frequencies in the sample. The service sub-sector 1is

the largest, followed by manufacturing and trade.

An analysis of the enterprises will now be made to

characterise economic activities iIn the informal sector.



Table 3.1.3: Trades in the Informal Sector

Number of Enterprises
Services:

Bicycle Repair
Shoe Repair
Clothes Repair
Vehicle Repair
Watch Repair
Shoe-Shine
Barber Service
Hair-Dressing

- Radio Repair
Bus Agent
Dry-Cleaning
Metal-containers Repair
Plastic-containers Repair
Spotlight Repair
Furniture Repair

=N

NN WD~~~ 0 6

ORrpRrRPR

Total

(o}

Manufacturing:

Tailoring

Metal-goods fTabrication
Furniture-making
Shoe-making

Bag-making
Yoke-curving

N N

Total
Trades:

Processed food (including tea ,

soft drinks and porridge kiosks)
Grocery

Charcoal
Unprocessed food
Tyre-trade
Miscel laneous

ﬁHHN\‘EB

Total

Grand total 210
Source: Field data.
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i) Types of Structures

The structures housing the activities of the informal

sector were selected on the basis of temporariness because

businesses which could afford permanent or semi-permanent

structures were expected to have higher levels of capital

and, hence, to possess Teatures closer to small-scale

(private) economic activities in the formal sector. Besides,

this was a practical criterion of selecting informal economic

activities from formal ones iIn a trading centre. A similar

procedure was TfTollowed by House (1978) in his study of the

urban informal sector In

Nairobi to select business

enterprises with informal sector characteristics.

Table 3.1.4 shows the types of structures and their

frequencies in the sample obtained from the field

(Percentages are also shown).

Table 3.1.4: Business Locations and Building Structures

1 Type of Structure

Frequency Per cent !
IShop-veranda 91 43.3
Pole and mat structure 27 12.9
I0pen-air iIn tree-shade 27 12.9
IShop-veranda and part of shop 25 11.9
ITin structure 16 7.6
0pen-air with no shade 11 5.2
IWooden structure 7 3.3
IGrass-thatched mud-house 6 2.8
s Total 210 99.9

Source: Field data.
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From the Table, it is observed that "Shop-verandal and "Shop-

veranda and part of shop®™ provided business premises for 55%

of the enterprises. The rest were housed in other temporary

structures, namely, "pole and mat structure¥*, “tin

structure¥*, "wooden structure’, and “grass-thatched mud-

house*, all of which accounted for 26% of the business units.

Finally, "open air iIn tree-shade” and "open air with no

shade; constituted premises for 18% of the enterprises.

Plates 3.1 and 3.2 illustrate these premises.

These structures imply difficult physical working
conditions for a large part of the sector. Perhaps with the

exception of some businesses housed iIn the Tverandas*, "tin*

and “wooden* structures and In the “grass-thatched mud-

house* , most of the enterprises were fully exposed to weather

and to iInsecurity in general.

Furthermore, many enterprises had difficulties in

procuring secure business sites. Forty-seven had had such

problems at the time of establishment while for 34%, the

problem was still there. Current site problems took different

forms. Businessmen who operated on verandas felt insecure in

the hands of shop-owners on whose permission they entirely

depended. Some operators had even been evacuated when the

shop-owners decided to put the spaces to other uses.

Operators using open spaces on which they had no ownership

rights also lived iIn the fear of evacuation by the
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PLATE 3.1: OPEH-A1R WORKSHOP FOR METAL CONTAINERS REPAIR AT AHERO

February t 1985

Photograph by O. Bowa
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PLATE 3.2:  (QPEFI-AIR CHARCOAL TRADE AT AHERO

Photograph by 0. Bowa February, 1985
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authorities without notice. Some had been moved from such
sites before. Frequent changes iIn business sites interrupted
business activities, especially through its effect on the
flov of customers. Enterprises would lose customers
temporarily or permanently because the new sites were too far
anvay or unknown to the former customers while winning new

customers took time.

It can, therefore, be seen that while the simplicity of
the structures implied lower financial costs for installing
and subsequently running the businesses, their insecurity

posed a problem to business operation.

iin) Distribution of Enterprises in the Service Centres
The business units were distributed in all the centres of
various sizes as depicted by Table 3.1.5. Eighty-nine (42%)
were iIn the Urban Centre of Ahero; 40 (19%) in the Rural
Centres of Kombewa and Chemelil; 33 (16%) in the Market
Centres of Rabuor, Awasi, and Pap-Onditi; and 48 (23%) in the

Local-. Centres of Akado, Kibos, Nyamasaria, Masogo and Tamu.

Table 3.1.5: Spatial Distribution of Enterprises

Rank of Centre No. of Enterprises Per cent
Urban Centre 84 42%
Rural Centre 40 19%
Market Centre 33 16%
Local Centre 48 23%

Source: Field data.
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The distribution of the enterprises show that the higher-
ranking service centres host more activities. Ahero (U.C.)
had 42% of the enterprises while Kombewa and Chemelil (R.C.s)
hed 9.5% each. The Market and Local Centres came last with 4%
ad 4.5% of the enterprises for each centre, respectively.
The hierarchical distribution reflected the response of the
economic activities to the market opportunities and other
agglomeration economies. Larger service centres provided more
opportunities for vreliable supplies of inputs, better

information and so on and, hence, attracted more enterprises.

Smaller centres had fewer such business-promoting

opportunities.

However , for all the service centres, lack of electric
power supply was reported as posing an operational constraint
to 66% of the enterprises sampled. These enterprises felt

that they could operate more efficiently if they had

access
to electric power. Metal craftsmen, for example, would use
the power for welding in metal fabrication. This would save

the time spent on lighting charcoal for welding and raise
productivity since electric power would be more economical to
use and, hence, cheaper than charcoal iIn this respect. Motor
vehicle and bicycle repairers, laundrers and others would
also raise their efficiency. But these possibilities were
hampered by Jlack of electric power supply iIn the service

centres in the sample, except in Ahero. In fact in the whole
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District, rural

Qut of the 30 designated service centres,

Kisunu Town, Ahero, Maseno,

pover supply. But even in

enterprises still lacked access

example,

only 7 operators, all

had access to the power.

1IV) Age of Enterprise

Figure 3.3.1

business wunits. Comparative

sectors are also shown.
Figure 3.3.1:

Wholle Sector (AOB)

<3.00
3.00
6.00
9.00
12.00
15.00
18.00
21.00
24.00
27.00
30.00
33.00
36.00
39.00
42.00+

n=9o o<

Source:

Field data.

electrification was still

summarizes
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largely lacking.

only five, namely,

Muhoroni and Otonglo had the

these centres, some needy

to the power. At Ahero, for

dealing in steel fabrication,

the age structure of the

figures for each of the sub-

Age of Enterprise (AOB)

Mean 9.33
Median 5.05
Mode 1.00

Skewness 1.77

24 36 48

Frequency
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Service Sub-sector (AOB)

2.50
5.50
8.50 ml
11.50
14.50
17.50
20.50
23.50
26.50 =
29.50 =
32.50+ mi

S5 =

n=990<

—H
0 12

Source: Field data

Mean
Median
Mode
Skewness

36
Frequency

4.57
3.00
2.24

48

60
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Trade Sub-sector (AOB)

1.50

4.50

7.50

10.50
13.50
16.50 Mean 6.00
19.50 Median 2.40
22.50 Mode 1.00
25.50 Skewness 1.72
28.00

12 24 36 48 60
Frequency

Source: Field data
The business units ranged in age from less than one year

to 55 years, with a mean of only 9 years for the whole

sector. Furthermore, 50% of the business units were only 5
years old or less, giving the distribution a positive

skewness of 1.77. Thus, most of the business units were

young.

Comparatively, the service sub-sector had the highest
mean and median values, followed by the manufacturing and
trade sub-sectors, respectively. This suggests that the
service sub-sector is better established and more stable than
the manufacturing sub-sector which is, in turn, more stable

than trade. The low modes, on the other hand, suggest that

entry into the Dbusinesses is generally easy and that the

sector actively attracts new proprietors.
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V) Ownership of Enterprise

Most of the enterprises were "one-man businesses”_ One
hundred and eighty-seven (89%) were owned by one proprietor
alone and only 19 (9%) and 4 (1.9%) were owned by two and
three proprietors, respectively. The Business proprietors
were mainly local inhabitants from the neighbouring areas.
Sixty-eight (32%) lived In the service centres they worked
in, a further 74 (35%) lived within two kilometres of the
centres, and 48 (23%) lived between two and five kilometres
avay. Only 20 (%) lived beyond five kilometres from the
centre where they operated a business. It can be seen that

the businesses were locally-owned and contributed directly to

the development of the countryside.

vi) Value of Capital

The informal sector was characterised by labour-
intensive techniques of production. Labour intensiveness was
reflected in the capital per head in the business units and
not on the number of employees per business unit (which was
found to be extremely small). Figures 3.3.2 and 3.3.3
illustrate the distribution of the initial and present values

of capital for the entire sector and for the sub-sectors, in

Kenya Shillings.
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Figure 3.3.2: Initial Value of Capital (1VC)
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Manufacturing Sub-Sector (IVC)
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Figure 3.3.3: Present Value of Capital (PVC)
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Trade Sub-sector (PVC)
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Initial values of capital for the whole sector ranged

from nil to Sh.15,000 with a mean of Sh.2,117 and a median of
Sh_847. For present values of capital, the mean and median

values were Sh.4,746 and Sh.2,054, respectively, while the
range was from Sh.40 to Sh.50,000. Thus, the initial and

present values of capital were both low, though the Tformer

were lower. The higher present values of capital was a

function of both the price rise with time and the gradual

rise iIn the total real capital stock held by the business

units.
Comparatively, the manufacturing sub-sector had the
highest mean value of the initial and present capital. For

nitial values, 1t had Sh.3,957 and Sh.2,034 for the mean and

the median worth of capital, respectively. For the present

values i1t had Sh.9,176 and Sh.6,981 for the mean and median,

respectively. The skewness was only slightly positive for
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both the initial and present values of capital, indicating

that most enterprises were close to the mean. The higher

values of capital in the manufacturing sub-sector were due to

the high cost of the industrial producer goods and

circulating capital used. Examples were electric motors and

appliances, tool sets and metal for fabrication (See Plates

3.3 and 3.4 for illustration). Nevertheless, the low absolute

level of capital in the sub-sector was possibly because a

£ od number of its enterprises also employed simple local

P duction techniques, using as inputs, recuperated waste

rial obtained at low cost. For example, some key-cutters,

nsmiths, blacksmiths and shoe-makers obtained their inputs

Hy from abandoned vehicles, factory metal waste, worn-

out tyres and so on.

service sub-sector came second with the initial mean

median values of capital of Sh.1,430 and Sh.746,

espectively. The present mean and median values were

Sh.3,19*. and Sh.1,890, respectively. The skewness was

moderate for both the initial and the present values of

capital. Most service enterprises were also using industrial

goods of high value. Examples were machine tools and spare

parts for motor vehicles, Dbicycles, watches, radios and

sewing-machines (See Plates 3.5 and 3.6 for illustration).

Such business units with relatively high value of capital

accounted for 77 (75*) °f the enterprises in the sub-sector.
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PLATE 3.3s METAL GooDG FABRICATION AT AHERO
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plate 3.4. othe” ®talL prODUCTS AT AWASL

Photograph by 0. Bowa, February, 1985.
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PLATE 3.5« WATCH AND CLOCK REPAIR AT AHERO

Photograph by 0. Bowa February, 1985
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PLATE 3.6: CLOTHES REPAIR AT AHERO

Photograph by o Bowa February, 1985
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Finally, the trade sub-sector had the least initial mean
and ledian capital values of Sh.558 and Sh.776. The large and
positive coefficient of skewness showed that most business
uimts had values much smaller than the mean. Most of the
cgpital in the trade sub-sector was in the form of goods of
trace, mainly processed food, groceries and charcoal. The low

values of capital reflected the absence of working tools.

The generally low levels of capital was a Tfurther
indication of the ease of entry iInto the sector. However, for
successful business performance after entry, they represented
an obstacle, especially for enterprises in the manufacturing

ad service sub-sectors that required relatively higher

levels of capital.

Indeed, lack of adequate capital was, by far, the
greatest obstacle to business performance. Eighty-three per
cent of the enterprises had had difficulties iIn acquiring
adequate capital at the time of establishment. Even at the
time of the interview, 70* of the enterprises were still
suffering from undercapitalization due to lack of Tfinancial
support from financial iInstitutions. Most of the enterprises
had not had any external financial support. Eighty-seven per
cent had been financed solely by the proprietor(s) while 10*
had received some support from relatives and friends. Only

three enterprises (6*) had obtained financial support from
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the District Trade Development Board and from a church

organization.

Although most enterprises (78%) had not, actually sought

coimercial loans formally, there was little hope that they
would be successful. Only two out of 25 enterprises that had
applied had been successful. It was probably due to the loan

procurement difficulties that the remaining 10% of the
enterprises had decided not to seek loans at all. Though most
operators expressed their need for loans for developing their
businesses, many were reluctant to try because it was common
knowledge among them that no loans were obtainable without
adequate security, a condition which many could not satisfy.
Others feared eventualities such as business Tfailure, loan

defaulting and the ultimate legal action.

vii) Sources of Inputs

It has been mentioned that the service and the
manufacturing sub-sectors were found to employ machine tools
and intermediate inputs for carrying out repailr services 1In
their production processes while the trade sub-sector
required commodities of trade alone. Nearly all the machine
tools were obtained from the formal sector in Kisumu Town.
Similarly, 166 (79%) of the business units sampled obtained
their 1iIntermediate goods from the formal sector (mainly in
Kisumu Town), while 3 (1.4%) patronized both the formal and

the informal suppliers. The remaining 41 (19%) business units
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obtained their intermediate goods from the informal sources
alone, mainly from the surrounding areas in the countryside.
Most of the intermediate goods obtained from the formal
sector went mainly to the service and manufacturing sub-
sectors while those from the informal sector went to the
trade sub-sector. It was, therefore, apparent that most of
the businesses iIn the rural informal sector depend on the

urban, formal sector for their Inputs.

The spatial distribution of the sources of inputs
reflected the hierarchical order of the service centres. Many
of the business units (64%) in all service centres obtained
their inputs mainly from Kisumu Town as Table 3.1.6
illustrates. Sixty-nine per cent of the enterprises in Ahero,
55\ in Chemelil, 50% iIn Kombewa, 75% in Rabour, 54% iIn Awasi,
40 In Pap-Onditi, 80% in Masogo, 73% iIn Kibos, 73% 1In
Nyamasaria and 50% in Tamu obtained supplies mainly from the
ton. The dominance of the town as a supplier of inputs
explained, in part, the general decrease iIn the number of
enterprises per service centre away from the town. The next
major source of inputs was the formal businesses within the
centres themselves. Twenty-eight per cent of the enterprises
in Ahero, 16% iIn Chemelil, 33% in Kombewa, 25% in Rabuor, 15%
in Awasi, 20% iIn Pap-Onditi, 20% in Masogo, 20% in Kibos, 18%
in Nyamasaria and 38% in Tamu obtained their supplies in this
way. These formal businesses had the advantage of being close

to the informal operators and were able to offset, in part,
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the higher retail prices of their goods. In this category,
Ahero urban centre stood out as a supplier of inputs to
informal enterprises iIn lower order centres as well. It
supplied 30%, 15% and 12% of the enterprises iIn Pap-Onditi,
Awasi and Tamu, respectively. But here again, the friction of
distance appeared to deter business interactions so that
Tanu, the Ffarthest away (40 kilometres) had the least trade
with Ahero. Other enterprises obtained a good part of their
supplies from neighbouring areas, namely farms and informal
businesses In the villages. Twenty-nine per cent of the
enterprises in Chemelil, 9% in Nyamasaria, 8% in Awasi, 7% in
Kibos and 3% in Ahero obtained their supplies in this way.
The remaining enterprises obtained most of their inputs from

other centres iIn the District (Muhoroni and Katito) and

outside (Akala and Busia).

The trading patterns showed that the informal sector has
strong trading links with the formal sector. They reflected
the economic linkages existing between the formal and the
informal sectors within the service centre spatial structure
in the District. The basically rural-based informal sector
had strong trading links with the formal sector (basically
urban-based). The latter served as the main supplier of
intermediate goods for further trade. Furthermore, it was
evident that inputs flowed down the service centre hierarchy,

with Kisumu Town being the major source. This suggests that



policies affecting the rural informal sector need to take
iInto account the business linkages with Kisumu Town so as to
enable the iInformal sector businesses in the rural areas to
benefit from, rather than lose to the urban-based formal
businesses. In fact, the informal sector operators noted that
they were realising only minimal benefits iIn terms of profits
in their trade links with the formal sector because the low
levels of capital, for instance, limited their ability to
purchase goods from the formal sector iIn large quantities at

discounted rates.

viii) Demand for Outputs and Competition in Business
Figure 3.3.4 shows the distribution of customers served
by a business unit iIn a week for the whole sector and for

each sub-sector.
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Figure 3.3.4: Number of Customers Served
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Manufacturing Sub-sector (NOCW)

Trade Sub-sector (NOCW)
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The mean number of customers iIn a week was 114 for the whole
sector while the median and skewness were 42 and 6,

respectively. The trade sub-sector served more customers than
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this, the mean and the median being 309 and 142,
respectively. The service and manufacturing sub-sectors
ranked lower with mean and median values of 77 and 40 for the
service sub-sector and 42 and 24 for the manufacturing sub-
sector, respectively. Thus, the trade sub-sector served the
largest number of customers in a week on the average,

followed by the service and manufacturing sub-sectors.

The differences were due to a number of factors. The
trade sub-sector received many customers because it dealt in
"wage goods’ (necessities) which were demanded by many
customers in small quantities but more frequently. Examples
were charcoal, meat, porridge and groceries. Furthermore, the
business units 1In the sub-sector were able to keep a good
quantity of stock to serve most of the customers that
patroni zed them because most of the capital in these
enterprises were held in the form of stock rather than
machine tools and spare parts. On the other hand, the fewer
customers served iIn the service and manufacturing sub-sectors
were due to the nature of demand for the goods and the
quantity of stock held. For example, some business units,
particularly those dealing in fabricated goods such as metal
products, furniture, shoes and clothes received Ffewer
customers because the goods were consumer durables that were
purchased less frequently. Also, the larger proportion of

capital held in the form of machine tools reduced the
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ability of the enterprises to hold adequate stocks of
intermediate goods required for production. This also
explained why enterprises dealing iIn services that were not
consumer durables such as bicycle repair, shoe repair and
clothes repair, received fewer customers than those in the
trade sub-sector. They required costly machine tools such as

sewing machines and tool sets.

On the other hand, business competition based on the
perceptions of proprietors seemed to be low as most
enterprises reported only moderate to no competition. One
hundred and thirty-six (65%) of the enterprises sampled
operated In conditions of moderate competition while 14 (M)
faced no competition at all. Only 60 (28%) faced stiff
competition from other enterprises iIn similar trades. The
majority of the enterprises that faced stiff competition were
in the trade sub-sector. This was due to the relative ease of
entry and to the negligible differentiation in the goods sold
compared to the manufacturing and the service sub-sectors. In
the latter sectors the differences in the qualities of the
goods and services they were trading in tended to create
oligopolistic market conditions in which the customers, once
won by an operator, continue to have special preference for

his products for a long time.

The enterprises sold their products mainly to private

individuals though a few also made sales to formal sector
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institutions. One hundred and fourty-eight (70.5%)
enterprises made sales only to private individuals while only
7 (), 28 (A3%) and 27 (13%) made large, small, and very
smail sales to the formal sector, respectively. Among the
products which were sold to the formal sector were metal
window-frames and metal door-frames, metal beds, metal door
hinges and locks, Tfurniture, clothes, clock-repair services,

charcoal and beef.

Consumers come mainly from the areas neighbouring the
service centres. One hundred and eighty (86%) enterprises
served customers mainly from the neighbouring areas while
only 30 (14%) served those from outside. This indicate that
the 1i1nformal sector 1is a source of goods and services
demanded mainly by the local low-income consumers. It was
also evident that the sector has weak market links for the

sale of its finished products with the formal sector.

ixX) Wage Employment 1in the Enterprises

It has been mentioned that 237 proprietors and 186
employees and assistants were engaged in the enterprises.
Wage employment was, however, small, consisting of eighty-
four workers. Thirty-six (17%) enterprises had one employee
each, while 23 (11%) had two or three employees each. The
remaining 151 (72%) had no employees at all. Twenty-two out
of 67 (33%) enterprises iIn the manufacturing sub-sector had

at least one employee. In the service and trade sub-sectors,
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the number of enterprises employing at Qleast one wage

eagployee were 28 out of 99 (28%) and 5 out of 4 (9%,

respectively.

Business assistants (apprentices) were slightly more than

wage employees, being 102 in total. Apprentices had paternal

relationships with the business proprietors. They were

sometimes paid some commission for their services while they

were also often required to pay some fees for the training

they received. The Manufacturing sub-sector had the largest

number of apprentices, TFTollowed by the service and the trade

sub-sectors. There were 49 enterprises (out of 67) with

apprentices in the manufacturing sub-sector, 26 (%) in the

service sub-sector and 27 (61%) in the trade sub-sector.

Thus, the manufacturing sub-sector led in the employment

of labour and in the training of apprentices. The service

sub-sector was second with regard to labour employment but

last in the training of apprentices, while the trade was last

in wage employment but second in the training of apprentices.

The trends indicated that the manufacturing and service

enterprises required more labour by establishment and had the

potential to absorb more labour per unit of business when

business expanded. On the other hand, trade enterprises

appeared to be typically one-man businesses, with expansion

in employment being likely only when the actual number of

establishments increased.
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Most of the wage employees were local residents who
counuted to the service centres from their homes iIn the
neighbourhood and were, therefore, directly involved in rural
development. Their remuneration ranged from Sh.120 to Sh.600
per nonth, with a mean of Sh.340 and a standard deviation of
144. On the whole their wages compared less favourably with
those of the unskilled and semi-skilled workers in the formal

sector as will be apparent in the next section.

X) Incomes of Enterprises

The 1ncomes accruing to the informal enterprises were
vital because they comprised one criterion by which the
productivity of the sector was evaluated. They are summarized
by Figure 3.3.5 which describes the incomes of the
enterprises, less the cost of production or purchase value

ad wages to employees.
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The mean and median monthly profits for the whole sector were
Sh.1,077 and Sh.717, respectively. The maximum profit was

Sh.5,600 while the minimum was Sh.86.
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A breakdown by sub-sectors showed that the manufacturing
sub-group had the highest mean and median monthly profits of
$. 1,436 and Sh.1,000, respectively; with a minimum of Sh.120
ad a maximum of Sh. 5,400. The service sub-group was second
with mean and median monthly profits of Sh.1,073 and Sh.729,
respectively; a minimum of Sh.120 and a maximum of Sh.5,600.
The Trade sub-sector came last with mean and median monthly

profits of Sh.536 and Sh.43, respectively.

The profits of the sub-sectors seemed to correspond with
the value of capital invested such that the manufacturing
sub-sector had the highest mean and median values of capital,
followed in order by the service and the trade sub-sectors.
Furthermore, the 1incomes in the informal sector compared
favourably with those accruing to the unskilled and semi-
skilled workers in the formal sector. Appendix 6 gives a
summary of the gazetted minimum monthly wages (in Shillings),
payable to unskilled and semi-skilled employees aged 18 years

and above 1In the various formal sector occupations.

On the average, the incomes of the proprietors iIn the
sector were higher than those of the unskilled and semi-
skilled wage employees iIn the formal sector. Whereas most
categories of unskilled and semi-skilled workers in the
formal sector earned KSh.800 or less, the mean monthly

profits for operators in the informal sctor was KSh.1,077
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The sector was, therefore, highly competitive as a source of

incore for medium to low level labour.

xi) Licensing of Enterprises

All the enterprises iIn the informal sector were required
by law to have operating licenses. Appendix 7 gives a summary
of the annual license fee structure of the local government
for the rural service centres. In addition to these, the
central government, through the Ministry of Commerce and
Industry, also charged fees ranging from nil for such trades
as hair-dressing and charcoal-trade through Sh.25 for trades
such as bicycle- and watch-repair to Sh.80 and above for
trades such as tailoring and radio repair. On the whole, the
fees charged by the local government were higher than those
of the central government. Most proprietors felt that the
former were too high and burdensome. One hundred and thirty-
nine (66%) enterprises fTelt that they were too high, 30 (14%)
felt that they were high and only 41 (19%) thought they were
fair. These responses might explain why 52 (23%) enterprises
were operating without licenses. OF these, 22 (10%) were
operating in a scheme of “pay-as-you-work” where enterprises
were charged operating fees of Sh.l to Sh.4 on a daily Dbasis
by the county council and municipal council market masters.
The remaining 13% completely evaded all forms of taxation and

were iIn constant fear of the law-enforcing authorities.
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Id addition to the high licence fees, businesses iIn the
trade sub-sector, particularly those dealing in foods
reported excessive health requirements demanded by the
government. For example, porridge traders were required to
undergo medical check-up every six months, vyet such a
frequent medical exercise was costly, time-consuming and even
demoralising to the traders. Furthermore, these traders were
required to keep hot water for hand-washing besides soap, yet

this was unnecessary and wasteful on the use of fuel.

These excessive licensing requirements indicate a need to
re-structure license fees and associated health requirements
t meet the Tfinancial ability of the enterprises and basic

hygiene alone.

Xin) Farming and other occupations of the operators

Nearly all the operators owned land. Only 3 proprietors
did not own any land. Figure 3.3.6 gives the structure of the
per capita land holdings in a proprietor’s family in

hectares.
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Figure 3.3.6: Pressure on Farm Land (POFL)

Whole Sector (POBM)

12 24 36 48 60
Frequency

Source: Field data.

The mean and median acreages per head in the families were
quite small, only 0.34 and 0.23, respectively, for the whole
sector. Nevertheless, 156 (74%) operators had large enough
holdings to practice farming. For two thirds of the
proprietors (65%), the informal activity was also the most
important source of livelihood. One third (72 or 34%) ranked
their businesses as a secondary source of [livelihood. Thus,
the sector seemed to be an important source of livelihood for

rural residents with small pieces of Iland.
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Xiii) Age, Sex, Education and Training of the Operators
The age structure of the business proprietors 1iIs shown in

Figure 3.3.7 for the whole sector and for each sub-sector.

Figure 3.3.7: Age of Operator (A00)

Whole Sector (AO0O)
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Manufacturing Sub-sector (AOO)

Source:

8 12 16
Frequency

Trade Sub-sector (A00)
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Field data.
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The ages of the proprietors ranged from 15 to 75 years, with
a man of 38 years and a median of 35 years for the whole
sector. By gender, 170 (81%) proprietors were males while 30
@» were Tfemales. The overall age structure showed that
most operators in the sector were drawn from the conventional
working age of 15 to 59 years and were predominantly male.
This suggests that the sector is just as well established in

terms of employment as the formal sector.

By sub-sectorial categories, proprietors in the service
ad manufacturing enterprises were older on the average (39
ad 38 years, respectively) than those in the trade. This
corresponded with the above finding of older enterprises in
the service and manufacturing activities and suggested that
more young proprietors are drawn into the trade than into the
other activities, yet business profits are higher in the
latter. This paradox can partly be explained by the higher

cost of establishing a business in the manufacturing and

service sub-sectors.

The educational structure of the proprietors showed that
most operators had had some formal education. Only 24 (11%)
had had no formal education. Figure 3.3.8 gives a summary of
the educational structure of the proprietors for the whole

sector and for each sub-sector.
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Figure 3.3.8: Years of Education (YOE)

Whole Sector (YOE)
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Manufacturing Sub-sector (YOE)

0.00
1.00
00
. 00
00
00
00
00 Mean 5.88
00 Median 6.08
00 Mode 7.00
00 Skewness - 0.01
.00

o —"gQgOCc am

-
FSow~oorwn

20 30 +0 50
Frequency

Trade Sub-sector (YOE)
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The mean and the median years of formal education were
4.9 and 5.2, respectively, with a maximum of 11 years (Fourth
Form) and a negative skewness of -0.1. That the majority of
the operators had had more years of education than the sample

average suggested that the sector drew Iits operators
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progressively with education. By sub-sectorial categories,
proprietors in the manufacturing and service activities had
hed more years of education on the average than those in the
trade, iIndicating that most school-leavers from higher levels
of learning were absorbed in the former. This was possibly
duee to the higher profits in the two sub-sectors, compared
with the trade. It might also have been due to the higher
educational requirement for the activities which, in turn,
light explain why the average age of operators iIn the two

sub-sectors were higher.

On the other hand, most operators had not had any formal
training. Only 27 (13%) proprietors had had formal training.
Of these, only 17 (8%) had graduated with trade-test grades.
The remaining 183 (87%) proprietors had had no formal
training. This was partly due to the Ilimited Village
Polytechnic training facilities iIn the area. According to the
District Development Plan (Republic of Kenya, 1984d, p. 25)
only 11 Village Polytechnics with a total of 60 teachers and

606 students were operating in the District in 1983.

Table 3.1.7 shows the Divisional distribution and
utilization of the Village Polytechnics in the District. It
can be seen from the table that all the Divisions had only
two Polytechnics each, except Nyakach Division which had
five. Furthermore, some of these Polytechnics lacked tools

and equipment and were seriously underutilized while others
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and Utilization of Village

Table 3-1-7- Distribution i, kjsumu District, 1983.

Polytechnics

~ Number of | = :Number of Students Number S;(L;lcjents}
pivision Village Teach :Students per of c I

POIyteCh— eachers Teacher Courses ourse

nics

14.4 -

Nerth 2 13 m 173 13.3 1529 12.7 -
Iesero 2 10 = 114 1.4 10 14.8 -
IMUhoron i 2 11 ;148 12-‘(; t 8.1 -
INyakach 5 26 171 :

Source : Republic of Kenya, 1984d, p- 25.

) el utilized and could put
arh as Ahero Polytechnic were heavi y

. 25).
© i/pnva 1984d, Pe
loe facilities to good use (Repub ic o-p

in spite of the scarcity in formal training ~cilities.

St of the proprietors had undergone apprenti

. h trained as
ndred and sixty-four (78%) proprietor

prentices in the informal or the formal
3 3.9 gives a
tablishing businesses of their own. F £

nunary of the duration of their training
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3.3.9- Period of Apprenticeship (PAPP)

Whole Sector (PAPP)
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Source: Field data.
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Service Sub-sector (PAPP)

Manufacturing Sub-sector (PAPP)

Frequency

Source: Field data.
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Trade Sub-sector (PAPP)

2=y Ne!

Frequency

Source: Field data.

The average period of apprenticeship for the whole sector
a 16 months while the median was 12.5 months. The service
-nd manufacturing sub-sectors ranked above this average while
the trade sub-sector with a mean of 9.3 months fell below it.
The shorter duration of training in the trade sub-sector,
coupled with the lower capital requirement seemed to make it
easier to venture iInto the sub-sector. But on the whole, the
training period was short for the whole sector and might not,

hy itself, pose a major barrier to business entry.

Xiv) Previous Occupations and Expectations for the Future

Many of the proprietors in the informal sector had not

only learned their various trades as apprentices but had also
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woked as paid employees in the formal and the informal

sctrs. One hundred and twenty (51%) proprietors had worked

& wage employees before establishing their own businesses
while most of the remaining 97 (49%) had assisted as
apprentices. OF those who had been wage employees 79  (66%)
proprietors had worked in the private formal sector, mostly
in Asian firms where they had learned most of their skills on
tte job while 31 (@6%) had been employed in informal
enterprises. A final 10 (8%) had worked in the public formal
sector in  the various government ministries, mostly as

unskilled and semi-skilled labour.

Previous occupations had important relations with present
oes. They had provided the skills and the initial capital
or most proprietors. Some proprietors had used the savings
com previous employments to purchase machine tools,
intermediate goods and other goods of trade while others had

obtained their initial capital from farming.

Most of the proprietors looked to the future of their
businesses with optimism. They expressed their commitment to
their trades with a view to expanding them. This suggested
that the activities iIn the sector were productive or had the
potential to be so. The generally higher profits compared to
wages iIn parts of the formal and agricultural sectors were

another indication of their productivity.
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In conclusion, it is clear from this chapter that the
inffomal sector is an essential part of the economy of Kisumu
District. While the agricultural sector provides the Dbasic
mas of livelihood, iIts capacity 1is severely limited by the
physical and human conditions. Similarly, the formal sector

is ssall and is unlikely to expand rapidly enough to employ

tte expanding population. The informal sector is, thus, a
vital means of bridging the resultant economic gap. Its
employment potential appears large, particularly because the
enterprises; i) are close to the rural population, ii)

require low initial capital iInvestment, iii) have sufficient
demand for their products, iv) are profitable, v) employ
operators from the conventional working-age population, Vi)
employ operators with high population pressure on land and
unemployed school-leavers. In the next chapter, the role of
the sector is examined further with regard to the specific
problems of population pressure on the land and the rural-to-

urban migration of school-leavers.
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CHAPTER  FOUR

POPULATION PRESSURE AND MIGRANT SCHOOL-LEAVER PROBLEMS

The place of the informal sector in the economy and its

imermal  characteristics have been highlighted iIn the last

dgoter to provide a background for understanding the roles

of the sector in the context of the specific objectives of

te study. In this chapter, the role of the informal sector

5 examined to find out whether i1t can be relied upon to

relieve extreme population pressure on the

te

land and to reduce

rapid rural-to-urban migration of school-leavers in the

District.

4.1. Population Pressure on Farm Land

The last chapter showed that the land potential for

agriculture and, hence, the population carrying-capacity of

the land is generally low in the District due to unfavourable

rainfall and soil conditions. A detailed analysis of the

agro—ecological conditions will now be made with the view to

establishing a common basis for comparing the land pressure

indices for different parts of the District. It is i1mportant

that the land pressure iIndices be related to the agro-

ecological potential of a given area so that the true

population pressure on agriculture can be well understood for

different areas.
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Kisumu District is divisible into five agro-ecological
zones, namely, the Marginal Cotton Zone, the Cotton Zone, the
Marginal Sugar-cane Zone, the Sugar-cane Zone, the Marginal
Coffee Zone and the Coffee-Tea Zone (See Figure 4.1). The
first three zones cover most of the agricultural land In the
District and provide a broad basis for understanding the
population carrying-capacity of the land in the area. The
Marginal Cotton Zone and the Cotton Zone proper both lie in
the Kano Plain and cover the administrative locations of
North-East Kano; West Kano; South-East Kano; North Nyakach;
part of West Nyakach; Kisumu Municipality; parts of East
Kisumo; West Kisumo; East Seme; and West Seme. They
constitute 60%-70% of the District’s agricultural land. Their
levels of agricultural productivity are basically similar.
The main difference between them appears to be in the amount
of rainfall and the drainage of the soils which tends to be
more Tfavourable in the Cotton Zone proper. The similarity in
the levels of agricultural productivity was implied by Ominde
(1963), D’Costa and Ominde (1973), Odenyo and D ’Costa (1979)
and the Ministry of Agriculture and the German Agricultural
Team (1982) and confirmed by empirical studies by the author
(Bowa, 1983) in the southern part of the Kano Plain and by

Obara (1983) in the Kano Plain.

The Ministry of Agriculture and the German Agricultural
Team (1982, pp.- 179-196), for example, Tfound that the

Vertisols in the Kano Plain are heavy and repeatedly flooded
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ad, hence, make farming a heavy burden in the entire area.
T tends to unify land productivity in the two zones in
gite of the difference in rainfall reliability. In my case
sy in  North Nyakach Location, || (Bowa,1983) Tfound that
fim  productivity is basically similar over an area
traersing the Marginal Cotton and the Cotton agro-ecological
z2;res. The nature of the heavy and frequently flooded
Vertisols in the Marginal Cotton Zone, on the one hand, and
te curtailing effect of rainfall unreliability on the better
drained areas of the Cotton Zone with lighter soils, on the
other, were the major intervening factors. Similarly, Obara
concluded that,

most postulated environmental and agronomic

influences do not help to explain spatial

variations in small-holder cotton yields 1in the
Kano Plain* (Obara, 1983, p. 292-293).

noted that whereas agronomic practice relating to
spraying, picking, planting density, weeding and monetary
retum contributed to 51.60% of the spatial variations in
cotton yields, manganese dimension associated with manganese
contents, cation exchange capacity, planting density and

farmer’s age explained only 8.53%.

Beyond the Kano Plain lies the Marginal Sugarcane Zone

which covers 25%-30% of the District’s agricultural Iland. It
consists of Koru; Muhoroni ; Chemelil; Miwani; parts of East
Kisumo, West Seme and East Seme Locations. The Zone 1is

substantially higher in productivity than the Kano Plain due
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i i iszahilitv as well as better
to higher rainfall amounts an re

_ B} ) oKnvP this zone lies the
drainage. On the highland margins above

the Marginal Coffee Zone and the

Sugar-cane Zone proper, th
Coffee-Tea Zones. Traces of these zones cover parts
Muhoroni, Miwani, Kisumu Municipality, East Kisumo, West

Kisumo, South Nyakach and West Nyakach Locations. The zones

have high agricultural potential but cover only

District.

) ) ) ) + in the sample
The distribution of the service

was found to correspond closely to the agro ecologi

All the service centres, with the exception of Chem

) ) J J1™ mt ton Zones of the
Tamu lay iIn the Marginal Cotton an
f agricultural
Kano Plain with similar potentials

*  tue i1nformal sector

production. The Bland holdings

) .. rpfore possessed similar
operators in these two zones, th >

i i nonlnrlv because the
real potential for agriculture, par

tres. Thus,

land-holdings also lay close to the service c

tn the informal
the population pressure indices relatin

- thev were
operators iIn these zones were comparab e sin

elor* agricultural
drawn from agro-ecological zones with

potential Chemeiil and Tamu were exceptions. They both ay

in the Marginai Sugar-cane Zone where the -deriying rea
.u_  Kano Plain.
agricultural potential was higher th n allowed

Nevertheless, the low population density 1in

of the higher agricultural potential
the true effect
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In this way, the low population

relative to the Kano Plain.

density restored comparability of the land pressure indice
btained for operators in the Marginal sSugar-cane with thos
the Marginal Cotton and Cotton Zones.
each

land holding per head for

The 1indices showing the
illustrated by Figure 3.3.6,

informal operator’s farm unit 1is

land-holding in an operator s family

p* The mean
the Distric

This appeared to be
The strong positive skewness on

0.34 hectares. lower than

of 0.46 hectares.

suggested that this
To verify this,lthe means test was

mean
disFrepancy could

Dar £raph also

statistically significant.
has been introduced

it was applied to

sector absorbs particip

aPplied. The test in chapter two and wi
test the

now be described to show how

that the i1Informal

the section of the population with higher
0.46 hect

hypothesis
land

mainly from
Pressure than the District"s mean of

Symbolically, the hybotheses are represented as:

> yi = 0.46

X
H X < /h (i.e one tailed test)

Level of significance=95%

HO, states that the mean land holding

The null hypothesis,
informal sector operator’s family

while the

er capita In an is equal
the District’s mean.

o or greater than
informal sector operators”’

. H states that the
alternative,
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The Hlatter hypothesis
lean is less than the District®™s mea -

level of
.Q,led t-test. AU
is directional and implied a one
significance was set at 95%.
. H as follow®;
- computed
The t-test statistic was the
N-1 %
&
-where, r person
X sample mean la n d ~“holding Per Pers®n
/+ District’s mean
b sample standar to the t
size of the sample donl aPP~"d® tor(x
NTI number o degregs of fre~ ~ the umr ¢
to accommodate the denominator(
and the estimate in
Hence,
0.34 - 0.46
1@o-0)
= -6

_6 waS then compared with

computed t-probability VO1 Ety level* til0

ty
freedom «as

-]
95X probabil
critical t-value at the

, _ 209 degrees oi
tulated critical rvalue for mty . This was

tained as 1.65 at this level °© A Hence thc null

eater than the computed probability o -

+ Q9% level ™
pothesis was rejected. Even a rejected

probability.

because the

e null hypothesis would \J Imthan the new

imputed probability woul

ejtical value of 2.3
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Thus, there WwWas enough statistical evidence

selectively employs people with higher

informal sector

pressure on farm land than average. The sector is,

vital means of Ppromoting rural development by providing

additional income to those with smaller than average p
of

farm land. Furthermore, it constitutes the main

livelihood for the landless.

In the next section, an analysis of the educat

attributes of the informal operators is presented to show

ability of the sector to employ school-leavers most

migrate to the major urban centres to look for work.

4*2. Education and Employment in the Informal Sec

The employment difficulties facing school

is a reflection of the countrywide problem
oW the time of
starting

Kisumu District

which has evolved over a long period,
« high demand

independence iIn 1963. At that time there was

prev’

for educated manpower to Fill positions
school education was

by the colonial personnel. Expansion oi
) . i with the passage of

undertaken as a response to this deman -

filled ézlschool graduates,

time most of these positions were tinea
udplieS would

It then became clear that future manp

Between 1964/65 and

exceed the original demand for educa 10
»-leavers not offered

1974/75, the numbers of primary schoo
142 500. Meanwhile many

o *

Form 1 places rose from 84,400
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school-leavers,

nking jobs previously open to primary
had passed to secondary

government office messenger,

school-leavers.

leavers (Form 4) were

®id 1960s secondary school
employment,

expertencing creasing difficulties in finding
sod Almost  » )

s rapidly as students progressed through the
of education at which jobs were

ystem so the level

scarce was al
SO r~sing (Kinyanjui,

in the Arts
with the result that a

1974). By the early 1970s,

subjects were not

@afly wuniversit
y graduates

acQuirinir }
e jobs they had hoped for,
number Were . . ) )
eing absorbed into secondary school teaching
Lockhart, 19R1L -
aal, PP. 279-281). Degree level training
also over-

Magramines for }
r secondary school teaching were

enrolled B n
e alive to the requirements of secondary schools.
Meanwhile n . _ .
* non-university trained secondary school teachers
By mid 1970s even more

Were bel )
8 moved to primary schools.

N
graduates iIn the Science subjects, particularfly

categorie«b
they had

biologisto _ ,
g s» Were not able to obtain the jobs

expected.
As a result of these 1increasing job procurement
iculties, many concerned persons began to advocate
hnical education (National Committee on Educational
°hjectlves and Policies, 1976). However, by the mid 1970s,
here was evidence that this sector was not exempt from the
conducted by the

employment problem either. A survey
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to

Education Section of the Ministry of Education
secondary technical

MJ0 I\ i
© Performance of the 1974
58* of the

that by August 1975,

5C11001~]gQyp..c
suggested
after

respo were Ciﬁ“ Iooking for work

of b
t apprentices by the Department of
1975). Though  the

the annual

Industrial

4.
nistry of Education,

Gaining (Kenya
sed for having been unscientific since

»

SUrVey has been critic!

for number of N
reasons it was bound to exaggerate the degree

of
unemployment)) Tockhart (1981) has pointed out that the

Study
W a”tention to a genuine and growing problem.
ilavilarly> a
survey of the former trainees of Village
°~ytechnics who . o -
Y completed courses iIn 1971 indicated that 35*
of the
es and 56* of the females had failed to secure
e*Ployinent within
n six months of completing their courses

(Court,, E?/'Aéll> p. 223).

Today Yy » . ,
enya s economy 1is becoming even less able to
Create new . . o } ) }
jod opportunities in agriculture or industry at a

rate fast i i
enough to cope with the expansion of the [labour

rce- ﬂ*ére is a glaring disparity between the numbers of
d entrants on the labour market and the numbers of new

°bS becoming available. Edgren (1976) reported that while
_ formal sector was generating about 40,000 Jobs a year by
R the education system was releasing about 200,000
this had risen to

-hool-leavers into the market. By 1979,
entrants per year (National Development

>6,000 educated
an, 1979-83).
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location of employment for school-leavers during this
important geographical dimension to the

has been mentioned that
in the two major

added an
in the 1960s

problem. it
towns

econanic activitioe.
€S were concentrated
cf Narda and
mbasa. These towns consequently became the
foc of employillet » i
1* As a result most school-leavers seeking

Kinyanjul (1974),

the centres.

employment WA
b re attracted to
school-leavers

were

for Example F
P » ound that 50% of Kenyan
in 1974 at a time when the town
Even when jobs became

though with an

especially with

living iInm m
airobi accounted

only 5% ) )
a national population.

scarce, th" _ _ _
migration trend continued,
urban centres,

Increasing n h )
am er of terminal

" launching pf §Ko decentralisation programme in 1974.

Unu District, the migration pattern was similar to
tile national . . ) i
1 one, with the rest of the District being a
s°urce of mi
£rant school-leavers seeking employment 1in Kisumu
Town and ,
m other major urban centres throughout the country.
e (1975) reported a large number of such migrants in
K1surru n while the population migration

show that all

inter-District

the districts of Nyanza and

statistics also
Wost - - - -
ern Province experience heavy net migration losses
(Republic of Kenya, p.- 59). An analysis of migrants by
status has fTurther shown that iInternal migration
of the

ducat ional
is selective of the more educated sections

3n Kenya
Population (ibid, p. 60). The World Bank (1980, p- 35)
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similarly reported that in Kenya education has a

statistically significant positive effect on outmigration

fran districts to major urban centres of 10,000 residents or

more. Arising from the migration pattern are serious socio

economic problems in the rural and urban areas. Frank (1971)

and Todaro (1971) submitted that the phenomenon causes

unemployment in the urban centres often in excess of 10% and

depresses earnings in small-scale sectors. Furthermore, it

leads to other social 1i1lls such as the creation of urban

sluns and pollution (Hance, 1970). Meanwhile, the loss of the

better educated manpower embodies a substantial capital

transfer to urban areas. Given that iIn many rural areas

education represents a considerable proportion of total rural

investment, such a transfer represents a great impediment to

rural development (Byerlee, 1974; Essang and

1974).

Mabawonku,

That most of the migrants end up jobless in the towns

represents a loss to the national economy too.

The objective of this section then is to find out whether

the rural informal sector provides a solution by selectively

employing the potential migrants. Before testing the

hypotheses, a look atthe structure of education

District will provide additional insight into the nature of

the problem. Table 4.1 shows the educational structure of the

District for males and females of all ages. It is apparent

that the bulk ofthe population has low levels of formal

education or none at all. Only asmall proportion has
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Table 4.1:
Kisumu Dist ;¢ Populati(;rl bY Sex, Five year age-group
elve ears ucation
and Tw of Ed

e = None Std.1-4 Std.5-7 Form 1-4
0- 4 42,705 0 0 0
> 9 107783 23,467 115 0
10-14 1,112 19,068 9,772 501
15-19 1,283 4,328 14,261 5,976
20-24 2,094 2,579 7,616 7,096
25-29 2,409 2,434 6,523 4,515
30-34 2,492 2,178 5,781 2,830
35-39 2,579 2,038 3,419 1,201
40-44 3,051 2,123 2,726 762
45-49 3,617 2,033 1,806 494
50-54 3,653 1,656 1,052 246
S5+ 12,460 3,345 1,266 225
Total 88,238 65,249 54,337 23,846
Femal

0- 4 43,531 0 0 0
5- 9 11,381 23,293 129 0
10-14 1,779 18,139 9,356 584
15-19 4,632 5,056 13,118 5,254
20-24 7,672 3,587 7,538 3,859
25-29 8,231 2,846 4,777 1,549
30-34 7,771 1,987 2,361 506
35-39 7,426 1,589 1,138 222
40-44 7,338 1,229 720 107
45-49 7,561 989 375 53
50-54 6,277 597 155 28
S5+ 13,631 762 190 45
Total 127,230 60,074 39,857 12,207
Male gnd Female

0- 4 86,236 0 0 0
5- 9 22,164 46,760 244 0
10-14 2,891 37,207 19,128 1,085
15-19 5,915 9,384 27,379 11,230
20-24 9,766 6,166 15,154 10,955
25-29 10,640 5,280 11,300 6,064
30-34 10,263 4, 165 8,142 3,336
35-39 10,005 3,627 4,557 1,423
40-44 10,389 3,352 3,446 "869
45-49 1, 178 3,022 2,181 547
50-54 9,930 2,253 1,207 274
55+ 26,091 4,107 1,456 270
Total 5957 463 125,323 94,194 36,053

Source:

Republic of kenya, 1 1» P. 207.
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auired higher levels of education. Even when the population
in the infant age group, say, 0-4 years is omitted, the
oerall trend remains largely unchanged. However, to make an
accurate comparison between the educational structure of the
informl sector operators and that of the District and test
te hypothesis of the study, only the population aged 15 and
aowe iIn the 0-11 years range of education was considered.
This ..-wes because the informal operators in the sample all
fell within these limits. Furthermore, the comparison was
mde separately for each gender to cater for the gender

differences iIn education as recorded iIn the District census

ad in the sample.

Figures 4.2.2 and 4.2.3 illustrate the educational
structures of the population and of the sample aged 15 and

above with upto 11 years of education.

Figure 4.2.2: Educational Structure of the District.

Source: Population Census, 1979.
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Figure 4.2.3: Educational Structure of the Sample.

Source: Field data.

A comparison between the two distributions reveals some
striking differences. While the proportion of the District"s
population with no education ranked very high (24% for males
and 54% for females), that of the sample was about 20% lower
(&% for males and 32% for females). Between 1 and 7 years of
education, the sample proportion was higher than that of the
District. For the District’s male population, the proportions
were 18% and 36% for the 1-4 years and 5-7 years educational
categories, respectively. Similar proportions were 14% and
11% higher for the sample, respectively. For the female
population, the District’s proportions were 14% and 23% while
those for the sample were 10% and 13% higher for the two

educational categories, respectively. This trend changed in
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tte range of 8-11 years of education, with the District"s
proportions being higher than those of the sample. For the
mle population, the District’s proportion in this
educational category was 19% while for the sample it was only
4X. For the female population, corresponding proportions
were 9% and 7%. The patterns suggested that on the whole the
informal sector draws more of its operators from intermediate

levels of education, that is, upto 7 years of schooling.

The Chi-square test was used to verify the hypothesis
that the iInformal sector combats the problem of rural-to-
urban migration by providing employment mostly to higher
level school-leavers, most likely to migrate to urban centres
to look for work. The test has been iIntroduced iIn chapter two
and will now be described to show how 1t was applied to
verify this hypothesis. Specifically, the purpose of the
test was to compare the observed distribution of the years of
education (YOE) Tfor the informal sector operators with that
expected, based on the District population’s educational

distribution, in order to decide whether or not the two are

different.
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The quantities used in the x 2 model were:

Yi

1-1 *1
where,
= Chi-square statistic
= observed (sample/computed) frequency of
informal operators in the Vith education range.
%1 = District census population size in the

educational range.

The test required that the observed be equal to the expected

number of informal sector operators in each education range

if their educational distribution was the same as that of the

District population. was defined as fTollows;
DIST*t
Ev = N
"DIST v
H
where, =

N = the number of informal sector operators
in the sample.

DIST- = the number of people over 15 years in
the education range.

This gave the frequencies to be expected if chance alone

determined the occurrences, given the existing educational

structure of the District.

Table 4.2 shows the expected and observed frequencies for

the male and female components separately.
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Table 4.2: Male and Female Population Proportions

MALE  N=169 FEMALE ~ N=41

YCE DISTRICT() gy DISTRICT(X)  Ej °x A\
0 27 46 11 54 22 13

1-4 18 30 55 14 6 10

5-7 36 61 80 23 9 15

8-11 19 32 23 9 4 3

Source: Field data and Republic of Kenya, 1981.

These, quantities were then used in theM)( test. This was
done In two stages. First, theprobabi lity was computed to
decide whether the observed frequencies are significantly
different from the expected ones. Second, the actual

discrepancies, ON-EN, were examined to establish the nature

of the discrepancies.

Specifically, the first part tested the Tfollowing
hypotheses:

HO : the structure of education of the informal sector
operators 1is similar to that of the District population.

Ha :the structure of education of the informal sector
operators 1is different from that of the District populatior

Level of probability=95%
For the male population;
J>(X= 55.91
The critical value of ~ with 3 degrees of freedom was

obtained as 7.82. This was less than the computed

55.91. Hence, HO was rejected.
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Far the female population;
8.27
Te critical for this was 5.99. This was less than 8.27

for 3 degrees of freedom and so HO was rejected.

Having established the significance of the discrepancies,
the actual differences were then examined. Table 4.2 shows
the observed and expected frequencies and the actual

discrepancies between them.

Table 4.3: The O0”N-EM Frequencies

MALE FEMALE !
: YOE ot OfEi Oi ov-e”

I o0 11 42 -31 13 22 -9 !
:14 55 30 25 10 6 4 :
157 80 61 19 15 9 6 :
:8-n 23 32 -9 3 4 -1 :

Source: Field data and Republic of Kenya, 1981.

It can be seen from the Table that the discrepancies are
negative for the lower limits of the frequency scales and
Positive for the 1-7 years vrange. This means that the
informal sector employment 1is selective of school leavers
with 1-7 vyears of education. There is less preference for
informal employment for those with 8-11 years of education
and far much less for those with no education. In relation to
the objective of the study, the results showed that the
informal sector mainly combats the rural-to-urban migration

of primary school-leavers. This has iImportant implications
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for rural and urban development. To the rural area, it
represents the utilization of manpower which would have been
lost to the urban area, with reduced rate of population
pressure on farm land. Similarly, urban centres are relieved
by the reduction in the influx of migrants whose arrival
often means 1increased pressure on amenities. However, the
results also showed that the sector does not tackle the
migration of secondary school-leavers adequately, indicating
the need to raise its absorption capacity for this category
of labour. Secondary school-leavers are becoming increasingly
jobless and prone to migration in search for work. For the
population with no education, it can be assumed that the

majority 1is absorbed in the farming sector since they are

least migrant.

In summary, the analyses in this chapter show that the
rural informal sector contributes to rural development in two
inportant ways. It selectively employs the rural population
with high pressure on the land and potential migrant school-
leavers. However, the capacity of the sector to employ
secondary school-leavers is low and needs to be expanded. In
the next chapter, the condition of business incomes are
examined to evaluate the performance of the sector and its

prospects for evolutionary growth in the District.
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CHAPTER FIVE
THE CURRENT POTENTIAL AND FUTURE GROWTH OF THE INFORMAL
SECTOR IN KISUMU DISTRICT

The role of the informal sector has been examined with
regard to the problems of population pressure on the land and
the rural-to-urban migration of school-leavers. In this
chapter the profitability of the enterprises is assessed to
evaluate the economic performance and growth of the sector.
The nature of economic growth, in turn, affects the
contribution of the sector iIn relieving the problems already
examined. While profitability is not the only criterion for
evaluating the role of the informal sector in development, it
is of great significance in determining the economic
viability of the sector. For this reason the 1issue has
occupied the attention of many studies iIn Kenya and outside.
Some have concluded that the sector is economically unviable
because 1t is exploited by the formal sector while others
have submitted that only a small portion of the sector with
relatively high levels of capital 1iInvestment (i.e the
intermediate sector) 1is viable. Still others have maintained
that most of the sector is economically viable. Nevertheless,
the Tfindings on business profits in chapter three support
the latter position. While the profits are higher than the
wages of the unskilled and semi-skilled wage employees iIn the
-ormal sector on the average, they are much higher than the

"ages payable to farm labourers in the agricultural sector.
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In this chapter, an attempt 1i1s made to resolve the
controversy on economic viability further for the case of
Kisunu District. The profits iIn the sector are examined to
sov thelr responsiveness to various business-influencing
factors and, hence, their expected trends (of growth or
otherwise) for the Tfuture. This might help in making
realistic policies for the sector. Studies have indicated
that the informal sector will assume either an involutionary
growth (retarded form) under policies of restriction and
disincentives or an evolutionary one under policies of public
support and incentives. These prognostications suggest that
policies of support will enhance the economic viability of
the sector and increase its ability to combat land pressure
and rural-to-urban migration as well as provide a decent

standard of living for the participants.

The way in which profits in the informal sector respond
t the business-influencing factors is focal to discovering
whether the growth pattern is evolutionary or involutionary
fas already defined in chapter 1) since profit is a product
of a combination of the prevailing business conditions.
Several fTactors that might influence the business conditions
were selected for the study. They consisted of vyears of
education (YOE), period of apprenticeship (PAPP), initial and
present values of capital (IVC, PVC), number of customers

served in a week (NOCW), age of business (AOB), population
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pressure on farm land (POFL) and age of operator (A00).

i) Education and Apprenticeship

Though the informal sector 1is characterised as requiring
m elaborate formal schooling or training for its
participants some formal education and training would enhance
the skills of the participants and predispose them to better
performance iIn business. The role of education and training
in economic development is well documented 1iIn economic
development texts (Todaro, 1977, p. 276; World Bank, 1974,
p. 3-48; Ward, 1974). Here it will suffice to note that they
are a means by which people become more economically
productive through the acquisition of knowledge and basic
skills as well as the motivation to achieve desired goals.
Consequently, it was expected that productivity (profits) in
the informal sector would be a positive function of the years
of education and the duration of apprenticeship. Thus,
operators who had had more years of education and

apprenticeship were expected to make larger profits iIn their

business activities.

i11) Present and Initial Values of Capital

Capital can also be expected to have a positive effect on
productivity. The concept of diminishing returns 1is helpful

in the understanding of the effects of capital on output. It
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ever-increasing amounts of a variable factor (for example,
labour) is applied to fixed amounts of other factors (for
exaiple, capital, land, materials), then beyond some limit
the additional or marginal product of the variable factor
declines (Todaro, 1977, p- 72; Lipsey, 1979, pp. 213-214,
217, 218). Since labour is abundant while capital is scarce
in the informal sector, enterprises with low levels of
capital were expected to underemploy labour and experience
diminishing returns. Hence, profits iIn the informal
enterprises were expected to vary positively with the level
of capital employed. Thus, the value of capital reflected in
the physical working conditions (measured by the size of rent
on  the working space), the value of machine tools and of
circulating capital used would positively influence the level
of profits accruing to the businesses. Although it is really
the present values of capital which were expected to have a
direct bearing on production and profits, the influence of
the IVC was also considered to find out whether they had any

lasting effects on the current levels of business

performance.

iii) Number of Customers served in a Week

The number of customers served was used to estimate the
level of demand. The latter was, in turn, assumed to be
functionally linked to the income levels through its

interaction with supply. When demand exceeds supply, prices
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rise and vice versa, all other things being equal (Lipsey,

1977, pp. 77-100). Such high prices 1imply high profits for

the businesses affected and vice versa. Thus, in the analysis

to fTollow, the levels of profits accruing to the 1informal

enterprises were expected to relate positively with the

number of customers served iIn a week.

iv) Age of Business
The age of an enterprise can influence its current levels

of production if it affects the level of capital and the

number of customers served. Long—estab lished businesses might

have accumulated large stocks of capital, won a large share

of the market and established a steady supply of inputs and

S0 on. Conversely, young businesses might be at a

disadvantage with regard to these factors. The age of an

enterprise was, ‘therefore, expected to have a positive

influence on business i1ncomes.

V) Pressure on Farm land

The problem of population pressure on farm Jland was

viewed as a “push factor*, Tforcing the people affected to
look for complementary incomes iIn the informal sector. The
vigour with which such incomes were pursued was assumed to
follow the “satisficer®™ concept of returns. The concept

states that producers will make strenuous efforts only to
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attain satisfactory levels of output. Beyond that level, most
producers will prefer leisure (Cox, et al, 1969). If this
concept explained the commitment of the informal operators
adequately, then pressure on the land would relate positively
t business performance. More effort would be spent to
produce more to fill the larger gap left by the Ilow Tarm

outputs on holdings with high land pressure.

vi) Age of Operator

It was difficult to conceptualize the effect that the age
of an operator might have on the profit of his business.
However, the influence of the factor was tested along with

the others to verify its impact on the performance of the

enterprises.

Specifically, the purpose of this section is to

estab 1ish:

a) which Tfactors have a significant relationship to the
profits of business.

b) how much of the variance 1iIn business profits can be
explained individually and collectively by the above factors

c) an equation for estimating the economic performance of

the the sector.

The null hypothesis in this chapter states that none of

the business-influencing factors has a significant influence
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an the profits earned by the business. IT they do, their
total explanatory power is Jlow and cannot, therefore,

generate an equation for estimating the economic performance
of the informal sector effectively. The alternative
hypothesis states the converse that the independent variables
have a significant influence and a strong explanatory power

over the business profits and can generate an effective

equation.

Correlation and regression analyses were used to answer
these questions for the whole sector together and for each
sub-sector separately. The former was performed to check for
nulti-collinearity among the iIndependent variables. Multi-
collinearity occurs when the residuals are correlated and,
hence, it is 1implied when the 1independent variables
themselves are highly correlated (Johnston, 1980, p. 74). It
is a statistical problem which biases the estimates of
partial regression coefficients and often makes them
difficult to iInterpret in a multivariate regression model.
For example, when independent variables XI and X2 are
strongly correlated, their joint power to estimate the
dependent variable Y may be high, say, R=0.8. But there can
be no certainty about their separate powers to estimate Y. In
such a case the variation in Y can be estimated but the

relationship cannot be understood (Johnston, 1980, p. 76).
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Tables 5.1, 5.2, 5.3 and 5.4 summarize the
intercorrelations that were obtained between the independent
variables, namely,

Age of operator (A00),

Age of business (AOB),

Number of customers served iIn a week (NOCW),

Years of education (YOE) ,

Population pressure on farm land (POFL),

Present value of capital (PVC),

Initial value of capital (1VC), and

Period of apprenticeship (PAPP).

Table 5.1: Intercorrelat ion Mat]Jrix (Whole sec tor)

AOO AOB NOCW YOE POFL PVC PAPP 1vC

A0 1 0.52 -0.15 -0.29 -0.01 -0.04 -0.02 0. 01
AB 1 -0.03 -0.19 0.11  0.03 -0.02 -0.18
NOCW 1 ~0.10 0.01 -0.10 -0.10 -0.12
YOE 1 ~0.01 0.32 0.05 0.33
POFL 1 0.10 0.04 0. 05
AC 1 0.23 0.73
PAPP 1 0. 09
N 1

Table 5.2: Intercorrelation Matrix (Service sub sector)

AOO AOB NOCW YOE POFL PVC PAPP 1vVC

A0 1 0.55 -0.17 -0.49 -0.01 0.19 -0.14 0.06
AOB 1 -0.09 -0.30 0.15 0.11 -0.05 -0.23
NOCW 1 0.12 0.01 -0.11 0.15 -0.14
YOE 1 ~0.02 -0.04 0.05 0.02
POFL 1 0.02 0.08 -0.09
PVC 1 0.06 0.62
PAPP 1 -0.11
IC

1
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Table 5.3: Intercorrelation Matrix (Trade sub-sector)
AOO AOB NOCW YOE  POFL PVC PAPP Ve
0.22
AD 1 0.45 0.06 -0.32 0.10 0.28 0.08
AB 1 0.18 -0.36 0.31 0.28 -0.01 0.14
XOCW 1 -0.01 -0.10 0.29 -0.05 0.08
YCE 1 0.04 -0.08 0.11 -0.01
POFL 1 0.25 0.09 0.27
PC 1 0.45 0.90
PAPP 1 0.51
INC 1
Table 5.4: Inte correlation Matrix (Manufacturing sub-
sect r)
A0O AOB NOCW YOE POFL PVC PAPP 1VC
- -0.16
AQO 1 0.47 -0.20 -0.29 0.07 -0.15 -0.04
AOB 1 -0.02 -0.14 0.03 -0.02 -0.08 -0.28
NOCW 1 0.08 0.09 0.02 -0.10 -0.09
YOE 1 0.10 0.48 -0.14 0.52
POFL 1 0.25 0.06 0.15
PVC 1 0.31 0.68
PAPP 1 0.07
Ve 1

Table 5.1 shows the intercorrelations for the whole sector

while Tables 5.2, 5.3, and 5.4 refer to each of the sub-

sectors separately. With one exception, the matrices showed

lov iInter—variable correlation for the whole sector and fo

each sub-sector. This implied the absence of

multicollinearity. The exception was the strong correlation

between the IVC and the PVC. For the whole sector their r-

coefficient was 0.73 while for the service, manufacturing and

trade sub-sectors, it was 0.62, 0.68 and 0.90, respectively.

The strong correlation between these variables was due to the

oderlap in what they were used to measure. The IVC was used
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t measure the value of capital at the time the enterprise
wes established. Its constituents were the value of tools,
intermediate goods, trade merchandise, monthly rent for
business premise or its equivalent, annual license Tee(s),
ad others. The PVC consisted of similar items but valued at
a later date (of the field survey). At this time some of the
items that had been purchased at the 1initial stage,
especially the producer goods, were still present. That most
of the enterprises had been iIn operation for only a short
while also meant that depreciation was minimal and the
overlap in the IVC and PVC values widespread. The values of
tools, rent and license fees, for example, had not changed a
great deal. Thus, a good part of the value measured under the
IMC was also present in the PVC. The variables basically
measured the same thing at different times, with the PVC
being the more comprehensive. In this case the problem of
aulti-col linearity was solved by dropping the less
comprehensive variable, IVC, without affecting the nature of

the relationship between the value of capital and the profit

of business.

In addition to the factors already discussed, five dummy
variables were examined for their effects on the business
profits. These consisted of the value of circulating capital
VCCA), the rank of a service centre (RSC), the intensity of
business competition (IBC), the sub-sectorial category of an

enterprise (SUB), and the gender of an operator (GEN). Under
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the VCCA, enterprises were divided into two groups. One,
VCCA(D), consisted of activities that required large
circulating capital by value in the form of stocks of
components and semi-finished goods. This category was
composed of bicycle repair, clothes repair, motor vehicle
repair, radio repair, Tfurniture repair, watch repair, metal-
goods repair, metal TfTabrication, tailoring, Tfurniture-making
and shoe-making. The other group, VCCA(2), consisted of
activities that did not require large circulating capital,
namely, shoe repair, shoe shine, barber service, hair-
dressing, bus agent, dry-cleaning, plastic-containers repair,
spotlight repair, bag-making, vyoke-curving, processed food
trade, grocery, charcoal trade, unprocessed food, tyre trade

and miscellaneous trade.

Categories under the RSC defined the informal enterprises
by the rank of the service centre in which they were
operating. The purpose was to test whether the service centre
hierarchy has an influence on the performance of business.
Enterprises in the Urban Centre were given the notation
RSC(1) while the others in the Rural Centres, Market Centres
and Local Centres had the notations RSC(2), RSC(3) and
RSC(4), respectively. The variable IBC defined enterprises by
the degree of competition they faced in the businesses.
IBC(D), IBC(2) and IBC(3) referred to the enterprises that

faced moderate competition, stiff competition and no
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competition, respectively. These were based on the
proprietors® evaluation of the intensity of competition.
Under the SUB categories, enterprises were defined by the
sub-sectorial group to which they belonged. SUB(l), SUB(2)
and SUB(3) referred to the sevice, manufacturing and trade
sub-sectors, respectively. Finally, GEN categorised
enterprises under the gender of the proprietor, with GEN(I)

representing males and GEN(2), females.

All the variables were examined by partial correlation
analysis using a stepwise multiple [linear regression
procedure to select those with a significant individual
relation to business profits. The GLIM (Generalised Linear
Interactive Modelling; Baker, 1978) computer package was used
for the computations. Preliminary computer runs produced
scattergrams which showed curvilinear rather than [linear
relationships between the business-influencing factors and
business profits. A number of transformations were then tried
on the data until scattergrams were produced which indicated
linear relationships. These final scattergrams were obtained
under natural logarithmic transformation of business profits
and the untransformed values of the independent variables,
except for the whole sector. In the latter case, NOCW and PVC
were also transformed into the natural logarithms. Each of
the scattergrams were further examined to identify and remove
scatter-points that lay too far from the main region of

concentration. These points (outliers) were examined and
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found to represent enterprises in which business profits

appeared to have been overstated or understated, relative to

the quantities given for the independent variables. Their

presence in the regression model, therefore, obscured the

general pattern of the scatter-points, reduced the goodness

of fit of the

coefficients.

least squares line and biased the regression

For these reasons, 12, 9, 7 and 6 outliers were

removed from the models representing respectively, the whole

sector, service sub-sector, trade sub-sector and

Banufacturing sub-sector.

Figures 5.1,

5.2, 5.3 and 5.4 show the factors that were

selected as significant at the 95% level of probability for

the whole sector and for the sub-sectors, after carrying out

data transformations and removing extreme outliers. Equations

sunmarising the relationship between these factors and the

business profits are also shown along with the scattergram

illustrating the goodness of fit of the least squares line in

each case.

Figure 5.1:

Independent
Variable

In  NOCW
In PVC
VCCA
SuUB
RSC

Significant Factors and Scattergram (Whole sector)

r* F-computed F-critical
0.12 31.05 3.84
0. 12 27.90 11
0.11 32.41 .
0.06 10.17 2.60

0.06 6.90 11
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- 4.31 + 0.29
(0.33) (0.04)
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In NOCW + 0.15

(0.04)

+0.19 SUB(®) - 0.59 SUB®)
(0.11) (0.14)

- 0.58 RSC(@3) - 0.10 RSC(4)
(0.13) (0.11)

Scattergram (Whole sector)

- 0.13 RSC()
(0.12)

Standardized(Fitted) Values of

In NOCwW,

In PVC,

VCCA,

SUB,

RSC.

In PVC + 0.37 VCCA(I)
(0.13)

0.47
0.68
198
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figure 5.2: Significant Factors and Scattergram
(Service sub-sector)
Independen t
Variable F-computed F-cri tical

VCCA 0.12
NGCW 0.08 R 5%
YOE 0.06 6.20

In POBM

5.77 + 0.58 VCCA(I) + 0.002 NOCW + 0.07 YOE
(0.18) (0.13) (0.0007) (0.03)

Scattergram (Service sub-sector)

8.64

b 8.48
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5.28 =
5.12 * o ey
4.96 = 0"
4.80 * %
4.64 *
4.48 *

*_ - -*_ - * *
5.75 6.25 6.75 7.25 7.75 8.25

Standardized(Fitted) Values of
VCCA, NOCW, YOE.



175

g re 5.3. Significant Factors and Scattergram
(Trade sub-sector)

Independent
Variable F-computed F-critical
NOCW 0.36
. 22.10 4.08
PVC 0.12 4 .60

In POBM = 5 07 + 0.003 NOCW + 0.0003 PVC
(0.16) (0.0006) (0.00008)

Scattergram (Trade sub-sector)

WwnoSenc T

DT

-

O350 3

PP 2

*
4 70 = oS
4 60 = 265
4 50 = p *
4 40 *
*_ . *- x* *
5.20 5.60 6.00 6.40 6.80

Standardized(Fitted) Values of
NOCW, PVC.
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Ih each of the equations, the positive partial regression
slopes ( -parameters) for the independent non-dummy
variables (NOCw, PVC, YOE) indicated an increase in the
business profits with greater values of the business-
influencing Tfactors. Furthermore, the logarithmic form of
sae of the variables in the equations showed that the
initial  rise in the values of the business-influencing
factors causes a more rapid rise In the business profits than
b subsequent ones. This was possibly due to diminishing
returns imposed by capital scarcity. For the dummy variables
(CCA, SUB, RSC), the BM-parameters were used to show whether
the regression line for the specific dummy (variable)
category lay on, above or below the line of least squares.
For example, the parameter 0.37 for VCCA(l) 1in the equation
representing the whole sector indicated that the profits
accruing to the informal activities requiring higher values
of circulating capital were higher than the average
~represented by the Y-intercept value of 4.31) by 0.37. On
the other hand, the standard errors (S.E.) of the regression
parameters (in parentheses), like the partial correlation
coefficients, indicated whether the regression slope (BN )
°f an individual variable was really different from zero.
In other words, whether the th variable really influenced
the profits. The F-test statistic was used to verify this
hypothesis for which significance was obtained when the F

ratio (BN/s.E. of BtX exceeded 4 (Lehmann, 1979, p. 453).
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For the whole sector, the variables which had significant

individual effects on the profits of business (In POBM) were

In NOCW, 1In PVC, VCCA, SUB and RSC, with the last three being

dummy variables. The natural logarithms of NOCW and PVC had

an ra value of 0.12 each. In other words, each of them

explained 12% of the variance in the profits of business.

Similarly, VCCA(l), with r2 =0.11 explained 11% of the

variance while SUB(2 & 3) and RSC(2, 3, & 4) explained 6% of

the variance each. These variables together explained 47% of

the variance iIn the business profits for the whole sector.

This implied a moderate explanatory power for the variables.

In the service sub-sector, three independent variables

were significant. The value of circulating capital (VCCA(D),

with an r2 =0.12, explained 12% of the variance iIn the

business profits while NOCW and YOE accounted for another 84

and 6% of the variance, respectively. The total variance

accounted for in the service sub-sector was 26%, implying a

lov explanatory power for the variables. In the manufacturing

sub-sector, the explained proportion of the variance in

business profits was again low at 13%, which again implied a

very low explanatory power for the factors. The
that

variables

accounted Tfor this were NOCW and PVC, with the former

explaining 7% and the latter, 6% of the variance. For the

trade sub-sector NOCW and PVC were again the only significant

variables. NOCW explained 36% of the variance while PVC

accounted for 12%. Together, they accounted for 48% of the
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variance. Theilr explanatory power was, therefore, moderate.

The results showed that some of the variables tested have a

significant influence on the business profits. The number of

customers served (NOCW) has a universal influence on profits

for the whole sector and for each of the sub-sectors,

indicating normal market operations in the informal sector.

The size of the present value of capital (PVC) held by an

enterprise also has a positive influence on business profits

in all but the service sub-sector. It was evident that iIn the

service sub-sector, business profits depend, not generally on

the PVC, but specifically on the turn-over rate of the

circulating capital (VCCAl). In practice, this implies that

enterprises with costly machine tools such as sewing machines

but which lack the finance to purchase business stocks such

a cloth fail to make large profits due to underutilized

capacity. The problem of idle capacity resulting, not from

inadequate consumer demand, but from inadequate circulating

capital appeared to be particularly serious in the service

sub-sector. The sub-sector also stood alone with regard to

education. Its enterprises alone were responsive to the

educational status of operators (YOE). This was possibly

because the service functions required more school-orientated

skills than did manufacturing and trade. A radio repairer,

for example, required some schooled knowledge of the

functioning of a radio. On the other hand, activities such as

metal-goods fabrication, shoe-making, tailoring, and bag-
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laking in the manufacturing sub-sector and all the

retail
trade functions were less demanding of formal skills.
Business profits were also responsive to the sub-
sectorial (SUB) and service centre categories (RSC) to which
an

enterprise belonged as depicted by the equation for the

whole sector. Profits were higher i1n the manufacturing

enterprises than iIn the service and much higher than iIn the

trade. This 1is represented by the higher regression constant

for manufacturing, 4.50 (i.e 4.31+0.19 SUB(2)
4.31

compared to

for SUB(1) (service) and 3.72 (i.e 4.31-0.59 SUB(3) for

trade. The same observations were made iIn the preliminary

analysis in chapter 3. Similarly, profits were lower in the

Rural Centres (4.31-0.13 RSC(2), Market Centres (4.31-0.58

RSC(3) and Local Centres (4.31-0.10 RSC(4) than in the Urban

Centres (4.31 RSC(I1). This is attributed to the availability

of better business conditions in the Urban Centres as

compared to the rest of the service centres in the Ilower

hierarchies.

In summary, business profits were found to be influenced

by specific factors in varying degrees. The explanatory power

of these fTactors varied from moderate for the whole sector

and the trade sub-sector to very low for the service and

Manufacturing sub-sectors. For the purpose of explanation,

only the equations referring to the whole sector and trade

sub-sector are considered valid. The other two would give
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inadequate explanations for business profits because the

proportions of the variance in the POBM they accounted for

ae too low. Thus, enough evidence was found that profits in

the Informal sector are responsive to some specific business

factors iIn ways that can allow for evolutionary economic

grovth. The performance and profits of the enterprises could

be raised by improving the level of capital in the form of

assets and fTinance, the conditions of doing business iIn the

loner order service centres and the skills of the operators

as will be shown in the next chapter.

It i1s also clear from the Jlow proportions of the
variances accounted for in each of the equations that the

factors would only provide a satisfactory explanation for

business profits at best. This might be due, partly, to the

presence of substantial random variability or to the omission

of other factors that might have been responsible for some

of the unexplained variance or both. Randomness might have

been caused by 1i1naccuracies in the memory of informants,

there being no business records in the informal sector

enterprises. It might also be that business performance was,

in part, responsive to some unquant ifiable attributes that

were personal to the operators such as politeness,

persuasiveness, pleasantness, dependability and so on.

Similarly, other problems of business operation which have

been discussed in chapter three and in this chapter, namely,
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inadequate stocks (particularly in the service sub-sector),
inadequate machine tools and skills, legal restrictions and
ladk of electric power supply were partly responsible for
sare of the unexplained variance, implying retarded forms of
growth in  some parts of the sector. In the next chapter,

these factors are summarized along with possible solutions.
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CHAPTER SIX

SUMMARY OF CONCLUSIONS, RECOMMENDATIONS AND SUGGESTIONS FOR
FURTHER RESEARCH

6.1. SUMMARY OF CONCLUSIONS

This study set out to examine the role of the rural

informal sector iIn combating population pressure on the land

ad the rural-to-urban migration of school-leavers. It also
aimd to investigate the trend of economic growth of the
sector with a view to pointing out the measures necessary for

iiproving the performance of the sector. The results have

shomm that the informal sector is selective with regard to

the land ownership and educational status of its

participants. The sector has also been shown to have a

potential for evolutionary economic growth.

The study revealed that occupations in the sector are

undertaken mostly by people facing extreme pressure on farm

lad or with no land at all. As was shown iIn chapter three,

of the informal operators owned at Jleast some land,

albeit of very small size. Furthermore, the ~ test (in

chapter four) showed that the informal sector tended to

selectively employ people with higher pressure on farm-land

fhan the average for Kisumu District. On this basis it was

concluded that the sector is a vital means of relieving the

population pressure on the land.
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Further, the informal sector was found to draw labour

lainly from the basic levels of education, particularly from

Standard One to Standard Seven. Since these basic levels of

education represented the major proportion of school-leavers

ad drop-outs in the District and contributed substantially

t rural-urban migration, it was concluded that the sector

plays an active role in the reduction of the migration

problem in the area. This 1is because the sector held a good

portion of primary school-leavers in the rural area where

they were shown to be participating directly in rural

development. Beyond primary education, the proportion of the

operators employed fell short of the District proportions.

This 1is a matter of special concern because despite their

relatively small proportion 1in the District, secondary

school-leavers were typically more likely to migrate to the

urban centres to seek ’white collar jobs* (Killick, 1981, p.
131). Thus, while the active role of the sector iIn combating

the migration problem was evident for primary education it

required activating at the secondary level of education.

Regarding economic viability, business profits were

shown in the study to be only moderately affected by the

business-influencing*  factors, indicating “retarded* forms

of evolutionary growth in the sector. There were a number of

causes of this, chief among which was the lack of adequate

-apital, discussed 1In chapter three. The problem of

inadequate capital partly explained the low, though
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significant, explanatory powers of the present value of

capital (PVC) and the value of circulating capital (VCCAl) 1in

tte equations in chapter five of the study. The problem of

inadequate capital specifically referred to the 1nadequate

nachine tools and intermediate goods (circulating capital)

ad the unsuitable business-housing structures. Most

businesses were shown to lack the necessary tools and

circulating capital with which to raise their levels of

output, widen their trading horizons, and raise business

incomes and profits. Many businesses were shown to be

operating iIn no structure at all. This posed the problem of

unsuitable working conditions such as exposure to wind, dust,

scorching heat, rain, theft and so on. Most operators had to

seek other places to keep their tools and stock at the end

of each day. Such daily movements were shown to be cumbersome

ad to cause damage and loss to business property and, hence,

restricted the level of capital that could be employed. It

also reduced the amount of business that could be done

since
it claimed some of the operator’s working time 1in
unproductive tasks. Unfortunately, the problem of inadequate

capital was reinforced by lack of external TfTinancial support

by national as well as other financial institutions.

Other difficulties that were shown to limit business

performance were caused by low levels of technical education

for business operators, legal restrictions, lack of, or
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inaccessibility of electric power supply, and rapid
population growth, already discussed.

In summary, undercapitalisation and related problems were

shomm to be major obstacles to business operations in the

informal sector. They were found to be responsible for the
vicious circle of retardation to the growth of the businesses
affected. For example, businesses with very low capital often

lost customers because they Jlacked the stock to ensure

reltable and prompt service on demand. The affected
businesses, mainly 1In the manufacturing sub-sector had to

dispose of most of their stock before they were able to

purchase new stock to meet new orders. Under such

circumstances the loss of business to other competitors

within and without the rural informal sector was found to be

inevitable.

In spite of these, the rural informal sector was found to

Play an important role iIn the economic development of Kisumu

District. The spatial distribution of the business activities

In concentrated areal units (service centres) on the

bad, and

one
in dispersed but planned service centres (over the

whole District) on the other, were shown to have given the

sector both a strong economic backing and a broad-based

growth-inducing effect in the entire District.
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52. RECOMMENDATIONS

The usefulness of the iInformal sector in the development

aspects considered in this study has been demonstrated. The

current trend of growth and the problems associated with it
hae also been examined. On the bases of the findings a

nuiber of recommendations are made of how to overcome such

constraints and ensure an evolutionary growth for the sector,

"hese-are described below.

6.2.1. Education and Training

The recruitment of school-leavers into the informal

sector reduces rural to urban migration and iImproves the

economic performance of the sector. School curricula should,

therefore, be orientated, in part, to preparing school-

leavers to take up careers iIn the sector. Education planning

in Kenya is committed to promoting school education at all

levels. But it is equally vital to draw up a plan, especially

under the new 8:4:4 education system, for eradicating the

white collar* mentality in the students right from primary

school so that they can recognize the informal sector as a

respectable economic sector. In the main body of this study,

was shown that recruitment from the secondary level 1is

loner than expected, indicating the need to reform the

attitude of the students. To make such a change easy, primary

" secondary schools should organize field classes to visit
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:re Informal enterprises

in the nearby service centres

and
study the functioning of and prospects

in the sector. In this
way, students will

be enabled to gain proper knowledge of th
informal sector, change their perception of the sector as

occupation of last resort, and appreciate it as

alternative and a profitable means of earning a living,

measure, along with others, can have a tremendous iImpact on
productivity as well.

The positive relationship between years

of education (YOE) and business profit (POBVM) is already
evident In the sector (Chapter 5).

To make education more useful to Tfuture informal
sector operators, training in the various skill
essential. It has been shown that most operators

various trades have undergone some form of training

establishing their own businesses iIn spite of the §im”®
technical education facilities In the District.

It is recommended that

in order to assist the potential

entrants into the rural informal sector, the government

_ M i the
should build more Village (Youth) Polytechnics  1In

- - iliti used
District and ensure that existing Tfacilities are

efficiently. Since the main cause of underutilizatio

Village Polytechnics is lack of, or inadequate tools, it

is
that efforts should be made to ensure that

recommended

is an adequate provision of these facilities.

Teachers iIn th
Village

Polytechnics should be encouraged to instil a sense
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oF responsibility in the trainees so that the tools and

equipment provided are not damaged or

stolen. This would
prepare the trainees

to manage theilir own enterprises

responsibly later on.

To enhance research and planning for
te sector,

simple book-keeping techniques should also be

taught as part of the curriculum of the Village Polytechnics.

This would enable the operators to assess the performance of

their businesses accurately. At present business records
virtually non-existent iIn the enterprises, making

difficult to know precisely even the key aspects of busines

flons such as costs,

sales and profits, which information

essential fTor the meaningful

planning of the sector.

As a short-term measure to improve the performance of

existing enterprises, short business courses should al

organized for the operators at the Village Polytechnics

(during vacations) or

in any other convenient centres,

would give the operators an opportunity to learn new

that can help them to

improve their businesses in many y

6.2.2. Financial and other forms of Assistance

It was demonstrated in the main body of the

study th
of adequate capital can

lack inhibit the application of
skills acquired through training. It is, therefore,

recommended that a scheme should be

devised to provide
financial and other

forms of assistance to informal
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terprises. The government can provide loans and encourage
~Nate financial institutions to do the same. A double-edged
method of selecting loan recipients would be to require them
-nave Village Polytechnic training or its equivalent. While
"Ic™ a selection criterion would encourage operators to seek
training, it would also ensure that those who obtain the
loans have been taught how to use them responsibly and
productively. The government may find it difficult to obtain
inds to initiate such a scheme but there is no doubt that
once it has been started, subsequent loans would mainly be a

recycling of those paid back by preceding borrowers.

Financial assistance to the iInformal sector can be
greatly facilitated by the Informal Sector Promotion
JBmittee”. The Committee should be charged with encouraging
operators to organize themselves into cooperative
societies. Funds would then be channelled through the
cooperatives which, in turn, would 1issue it to the operators
"at are committed to their work. Cooperatives would do this
*tly because the personnel running them would be local people

rh adequate knowledge of the operators. The loans would
enable operators to purchase machine tools, circulating
apital and to construct suitable structures for housing the

-siness activities. Purchases of inputs from the TfTormal

his committee was proposed to organize and promote

enformal sector activities in Kisumu District (see: Republic
of Kenya, 1984d, p. 14)
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sector would also be made in larger gquantities at discounted

prices so that a substantial part of the surplus which

currently flowing to that sector can be retained to

promote
growth in the informal

sector. Furthermore, when businesses

raise their scales

of operation, they would be able to

padc= and maintain larger quantities of stock so that

contracts between the informal and the formal sectors woul

become feasible.

6.2.3. Removal of Legal Restrictions

The problems of acquiring secure business premises,
paying license fees and meeting stringent health requireme

disrupt the TfTuntioning of the busineses. It is, theref
imperative to re-orientate the regulations governing th

serve rather than frustrate the sector.

It is recommended
that the local authorities should provide land for informal
activities in the service centres. Operators should also be
allowed to put up lockable workshops on such land so that

the workplace is made suitable and secure. This would

ad the frequent business-interrupting changes

in  wor g

premises that the operators are presently compelled to make.

The license fee structure should

also be reviewed.
Whereas license fees are a source of revenue for the

and for the central

loc
authorities government, extremely high
fees stifle businesses and forces them

into evasion. There
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ae, 1In fact, many operators who are operating illegally
(i.e without licenses) in spite of police supervision. The
license fee problem was found to

lie mainly in the |loca

authorities component where the fees are considered extremely
high iIn many cases by the operators.

The local authoriti
should, therefore,

revise their license fee structure

strike a balance with their clients.

Similarly, excessive

health specifications for

inform
businesses should be removed. This is particularly ne
in the trade sub-sector where dealers In processed
unprocessed foods are forced to meet rigid
specifications at extra costs. This 1is unneccesary and
wasteful on the use of time and fuel. These extra costs
partly responsible for the low business profits in
sub-sector. However , care should be taken to prescrib

linimum or basic standards of hygiene that cannot be ignored

6.2.4. Provision of Infrastructural Facilities

Basic infrastructural

facilities should be provided for
the service centres as part of the national objectiv

rural development. The centres are currently

lacking many
services that are required by businesses
electric power

essential such
supply. For example,

only 5 of the
designated service

centres in the District studied h

electric power supply while 66% of all

operators said they
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JMd use the power If It were accessible. Thus, basic
facilities that can enhance the informal economic activities
iirectly or otherwise should be provided. These should
iclue electric power (for power and lighting), water,
sanverage, police security and others. They would increase
agglomeration economies at the centres and induce many
informl sector operators that are currently working in the
Tillages to move to the service centres to raise their
productivity. Enterprise in Ahero (RSCl1) with better
i infrastructure were, for example, shown to be making higher
“fim average profits as compared to those in the lower order

centres (chapter 5) .

£+25. Population Policy

In keeping with the District"s (and national) development
°bjectives in general and the revitalization of business
Performance in the informal sector 1in particular, it 1is
recommended that the population policy should be made more
effective. Statistics for Kisumu District have shown that
*here is high population pressure on all scarce resources,
-specially land. This 1is, in fact, the major reason why some
operators are compelled to join the informal sector even
Without adequate preparation or personal commitment to
<k business. The pressure contributes to the poverty levels

business operations in some enterprises and gives rise to
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e commonly held stereotype view of the informal sector as
the thinly veiled idleness into which those who cannot find

vae jobs must fall* (1.L.O., 1972, p. 5).

The government has adopted the soft population policy of
.aissez—faire” iIn which decisions on family size rest with
parents while the government provides population education
ad birth control fTacilities. The policy 1is based on the
relief that the rapid rate of population growth will come to

understood by parents as negatively affecting Tamily
welfare and the quality of life, and that this will make them
favour smaller families (Republic of Kenya, 1979b, 61). But
& 1t has been applied so far, the policy has been slow iIn
reducing the population growth. It is, therefore, recommended
that the government should review the population education
programmes and other supportive measures that can be employed
© make the policy more effective. This would reduce the
Population-resource imbalance and ease the mounting

Population pressure on the informal sector as well.

6-3. SUGGESTIONS FOR FURTHER RESEARCH

The study has pointed out a number of avenues for Tfurther
research into the geographical aspects of the informal sector

for economic development. These are reviewed below:-

1. Similar case studies should be conducted in other

-stricts to show the comparative role of the rural informal
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sector in other parts of the country. This is essential

aecause studies that have been done

in Kenya and elsewhere

lae mostly dealt with the urban informal component alone.

2. Studies on the possibility of attracting the disperse

-lage operators at the service centres should be

undertaken. The purpose is to enable the enterprises to

benefit from the economic advantages of spatial concentration

of production.

3. Research i1nto the areal extent and size of demand foi

the products of the informal sector in the trading zones of

the service centres should be carried out. This would
indicate

the appropriate size of the informal activities to

he promoted at service centres of different ranks.

4. Research is also necessary to establish preferre

spaces in the service centres so that the provision of

~and  For business establishments already proposed can meet

business expectations and avoid the possibility of operators

abandoning sites in preference of other unauthorized ones.

5. It has been shown that recruitment of operators beyo

Primary school education falls short of the expected

Proportions. Studies should, therefore, be conducted on

secondary school-leavers to establish their perception of the

-nrormal sector. This would provide a feedback to be used for

-."eating the students on the role of the sector Iin
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development ,

and for encouraging them to participate In the

rural informal sector.

6. Research should also be done on the mobility of the

informal businesses into the formal sector to show the extent

t which the former can be developed into large scale

locally—-owned TfTormal enterprises, free from subordination to

foreign capital requirements.
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APPENDICES

Appendix 1: Recording Schedule for Owner/Operator

ItCORDING SCHEDULE ASTRICTLY CONFIDENTIAL!

[Informants are Owner/Operator only)

l.a.Day of the week Date

b. Hane of informant

c. Place of birth, Location

District

2.&.010 YOu own the business alone or iIn partnership with others.

@ Alone .(ii)In partnership--——————————————-
b.If owned in partnership, what is/are the name(s) of the
partners?

3. Name and designated rank of Service Centre

Name__ . Rank

4. Type of business structure

O) Wooden

(ii) Shop veranda

(iii) Grass thatched mud-house

(iv) Open air under a tree

(v) Open air, no shade

i)

Other temporary strueture(specify)-

j- Nature of business activity

Manufacturing:

©O) Tailoring(and some repair)
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(it1) Metal Tabrication

(iii) Shoe making (and some repair)

(v) Furniture making

() Pottery

vi) Miscellaneous(describe)

(O] Clothes repair

-(i1) Shoe Repair

(iii) Vehicle Repair

(iv) Bicycle Repair

(W) Shoe Shine

i) Barber Service

(vii) Miscellaneous(describe)

Service Trades:

a Unprocessed food

(ii) Hotel and restaurant

(iii) Charcoal trade

(iv) Other retail trades(describe)

~ega. How many paid operators do you employ?

b. How many of them are your relatives?_

c. How many unpaid assistants do you have?

How many of them are your relatives?
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A When did you start the business (year/month) ?

Enter the answers to the questions that follow in the
soeoss below)
b. With how much capital did you start the business
(excluding money capital)?
(ie tools and equipment, stock, rental fee per month)
c. What 1s their current value equivalent in KSh.?

Name of Iltem Value then Current value equivalent

d. How much money did you start your business with?

€. How much money worth would this be now?

f. Where did you obtain the initial capital from?
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*. How much capital does your business have at present?

Name of Item Value at current price

h. How much capital do you have at present iIn the form of

money for running the business? KSh.

e. Do you get any external financial support from the

following:

()  1CDC

(i1) District Trade Development Joint Board

(ii1) Commercial banks

(iv) Relatives and friends

() Other(specifty)
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a Wwhat raw materials or goods of trade do you use?

j- where do you obtain the raw materials/goods of trade?

i) Extract from local sources

i) Receive from other informal sector suppliers
iil) From formal sector suppliers

Civ)

Other(specity)

c* If the raw materials/goods of trade are received from

other* suppliers what is/are the name(s) of the person or

concern that supplies it?

Sa. What 1is the form of transport used to carry supplies to
your business site?

b. How often do you obtain supplies?
Q)
(

More than once a day

) Daily delivery

More than once a week
w) Weekly

(vi) Less than weekly

(vii) Other(specifty)
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How far do you live from the place of business?

b. How long does it take you to get from home to your place

of work?

O] Same as home -(v) 31-40 minutes

(i) 10 minutes -.(vi) 41-50 minutes

(iii) 11-20 minutes -(vii) 51-60 minutes—-——-———-
(iv) 21-30 minutes .(viii) 60+ minutes

c. By what means of transport do you come to your place of
business from home?
I11.a. Are there times of the day when business is better?
) Morning .(iv) Evening
(ii) Noon(llam-Ipm)__ .(v) Night(after 6)
(iii) Afternoon -(i) No fixed pattern---—————-
b. Are there times of the year when business is better?
(i) Yes__  _.(it) No__ .(iii) No fTixed pattern—————-
(iv) Other (speci Ty)
c. If yes, which time of the year(ploughing, planting,
harvesting)
d.

How many hours do you operate your business iIn a day?
) Below 2 hours .(i1) 2-4 hours

(iii) 5-6 hours .(iv) 7-8 hours

~) 9-10 hours___ -(vi) 11-12 hours

rvii) Over 12 hours
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BA.re there days of the week when your business does not
operate?

Yes

(i) No -
t IfT yes, which day(s)
(c3 does your business not operate on those days?-----—-—-
L Do vyou

think there are too many operators competing
business

(1) Yes,

in a
similar to yours iIn the trading centre?
too many___ . (ii) Just enough
iv) Other (specif

e. Where

_(iii) T°° few

do you think most of your customers come fFfrom?

(1) From this neighbourhood
(i) From this neighbourhood and outside------————-—————-
(iii) No fixed pattern

(iv) O ther (specif

f. Do you sell your goods/services to any fTormal

sector
institutions?

(eg. schools, hospitals,

building companies, etc.)
.(i1) No

what proportion of your total

(i) Yes

g- if yes,

sales do such
purchases represent in one year?
() Very large -(i1) Large -(iii) Small———-
(iv) Very small

h. How frequent are such purchases?

(i) Very frequent__ _(i1) Frequent (ii1) . frequent_.
(iv) Very infrequent
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i. How do most of your customers usually pay you?

(i) In cash (i) By credit -(1i1) By instalment

J- In which form do most of your customers usually pay you?

(i) Money (i) In kind -(1ii) Other(specify)

3a. How many customers do you serve on

O] Mondays .(i1) Tuesdays -(i11) Wednesdays

(iv) Thursdays -(v) Fridays -(vi) Saturdays----—--

.»-(vil) Sundays

b. On the average how many customers do you serve in a day?

1l4.a. On the average what is the total daily collection from

your business? KSh.

b. What

is your daily average earning after deductions for

running the business? KSh.

c. Does this business earn you enough income for yourself
and family?
(1) Yes -(i1) No -

15.a. What are your other occupations besides this business?
©O) Farming (i) Fishing---——————-————-
(iii) Other(speci

b.

Which of the following are your sources of livelihood in
in decreasing order of dominance?(indicate by ranking-
1,2,3,4 with *1* being the most dominant)

) Informal sector business
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() Farming

(i11) Fishing

(v) Remi ttances

() Other (specify)

Were you employed before you started this busines

(1) Yes -No ©

IT yes , where were you employed?

() Public Sector (i) Private Sector

(iii) Informal Sector _(iii) Other(specify)

What was your income per month from that employme

KSh

Do you still work there?

(i) Part time (i) Full time -

If you were not employed before, what were you doing?---—-

Did you experience the fTollowing problems when you

started this business? Which of the problems do

you
experience today?

Problem Initial stage Current
©O) Obtaining premises = ———————
in) Winning customers 0 ————————
arm) Obtaining a license @ = = ———————
(iv) Harassment by “askaris~’

W) Obtaining a loan
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(vi) Obtaining working tools
(vii) Obtaining raw materials
or goods of trade
(viii) Access to electric power
(ix) Skilled knowledge in business

(€9 Other(specify)

18. a. What Ilevel of education did you attain before leaving

school?
©O) STD. .(ii) FORM
b. Did you undergo formal technical training? Yes -No .

c. What grade/level of training did you attain? .

d. Did you undergo apprenticeship? Yes -No .

e. If yes, for how long (months/years)? .

19. a. What 1is the size of your fTamily?

(If not married, address the questions to father’s family)

Wives

Sons

Daughters

Others
b. Are the family members mentioned above all alive?_
c. If not, how many have died?_
d. Are any of the sons mentioned above married?

e. If yes, how many?_



207

f. Are any of your sons who are not married employed?
g- If yes, how many?
h. Are any of the daughters mentioned above married?
i. ITf yes, how many?

J- Are any of your daughters who are not married employed?_
k

IT yes, how many?

I. Are any of the sons/daughters mentioned above at school?

m. If yes, how many? .

.a. Do you own a piece of farm land? (i) Yes -(i1) No .
If no, go to “e*.

b. What 1is the size of the land (excluding any piece already

given to self reliant sons)?Acres -Hectares .
c. Do you have a title deed for the land? Yes -No .
d. Where 1is your land located? Location Clan

(ADDRESS TO THOSE WITH *NO LAND?)
e. Does your father/mother own a piece of farm land?

Yes -No

f. If yes, what is the size of the land?
Acres .Hectares .

g- Where 1is the land located? Location Clan

h. Is any piece of the land already given to your brothers?

Yes . -No

i. If yes, what size is it? Acres .Hectares
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l.a. Would you like to continue with your present business or
would you like to change to another job?

(i) Continue -Change

b. If change 1is desired, what is/are the causes of your

dissatisfaction with this business?

c. What were your reasons for starting the business?

d. In which of the following centres do you think you would

obtain the job you desire?

©O) Kisumu__ _(ii) Maseno__ _(iii) Ahero

(iv) Kombewa__ . (v) Kiboswa___ .(vi) Sondu

(vii) Miwani___ _(vili) Chemelil___ . (iX) Muhoroni

(xX) Awach(Seme) .(xi) Pawakuche . (xii) Daraja Mbili___
(xiii) Kisian___ . (xiv) Otonglo -(xv) Rabuor

(xvi) Chiga__ .(xvii) Kusa__ . (xviii) Kibigori___
(xix) Pap-Onditi___ .(xx) Awach(Kano)__ .(xxi) Awasi

(xxi1) Other(specifty)

e. Do you think the job would be iIn the formal or informal

sector?

(i) Formal -(i1) Informal

f. Would you like any of your children to join this business?

(i) Yes .(ii) No

g- ITf not, what would you like your children to do?
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.2.a. How many of your relatives are employed in the formal

sector?_

b. How many are employed in the informal sector?

2.a. Do you have a license for operating this business?

(i) Yes (i) No

b. If yes, what is the fee charged for i1t? KSh.

c..Is the fee, (i) Fair .(ii) High .(iii) Too High

d. What fee would be fair for your business? KSh.

e. If no license, what is the reason?

THANK YOU FOR YOUR HELP AND COOPERATION.

Appendix 2: Recording Schedule for Employees
2SCORDING SCHEDULE ISTRICTLY CONFIDENTIAL!
(to be attached to Employer’s Recording Schedule)
Informants are Wage Employees only)

I-a.Day of the week Date

b _.Name(s) of Employer(s)

c. Name of informant Age

d.Place of birth, Location District
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How far do you live from the place of work?—-—-————————

How long does it take you to get from home to your pla

work?

(@  Same as home o(v)  31-40 minutes--—--—-—-----
anmn 10 minutes -(vd) 41-50 minutes-——————-——-
(iii) 11-20 minutes -(vii) 51-60 minutes--—-——————-
(iv) 21-30 minutes .(viii) 60+ minutes---—————————-

By what means of transport do you come to your place of

work from home?

iLi. How many hours do you work 1in this business in a day.

@ Below 2 hours (i) 2-4 hours-————————c———————_
(iii) 5-6 hours .(iv) 7-8 hours———————————————_
~ 9-10 hours .(vi) 11-12 hours-—-—-—-——————————-
(vii) Over 12 hours -

t How does your employer pay you

©O) piece rate wage? .(i1) time rate wage?-——————-
c. After what period of time are you paid?

O) Daily_ .(ii) Weekly  _(iii) Every 2 Weeks————-

(iv) Monthly -.(v) Other (specify)---—————-—-——-
d ITf on piece rate remuneration, what Is your average wage

per day? KSh.

e- If on time rate remuneration, what is your wage per time
period you have specified? (i) Day (i) Week—-——————-

i) 2 Weeks -(iv) Month -(v) Other

Does the employment earn you enough money for yourself and

family? (i) Yes -(i1) No.
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What are your other occupations besides this employm

O) Farming

(i) Fishing----—————————-
(iii) Other(specif

Which of the following are your sources of livelihood i

in decreasing order of dominance?(indicate by ranking

1,2,3,4 with *1” being the most dominant)

O] Informal sector business

(i) Farming

(i1r) Fishing

(iv) Remittances

W) Other (specity)

5a Were you employed before?

O) Yes -No -
* If yes, where were you employed?
O) Public Sector .(i1) Private Sector
(iir) Informal Sector_ _(iii) Other(specify)
c. What was your income per month from that employment?
KSh
() Part time__ -(ii) Full time
e. IT you were not employed before, what were you doing?
a-what level of education did you attain before leaving
school?

STD = .(ii) FORM




c. What grade/level

d. Did you undergo apprenticeship? Yes NO——————————
e. If yes, fTor how long (months/years)?----—---——————-——————————
ra What is the size of your TfTamily?
(If not married, address the questions to father s family)
Wives
Sons
Daughters
Others
b. Are the family members mentioned above all alive.-——————-
c. If not, how many have died?
d. Are any of the sons mentioned above married.----—————-
e. If yes, how many?
f. Are any of your sons who are not married employed.
. 1T yes, how many?
. Are any of the daughters mentioned above married.
i. IT yes, how many?
J- Are any of your daughters who are not married employe
k. ITf yes, how many?
I. Are any of the sons/daughters mentioned above at sc
m. IFf yes, how many?

Did you
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undergo Tformal technical training? Yes---.No

of training did you attain?




213

8.a. Do you own a piece of farm land? (i) Yes (1) No .
IT no, go to "e*.

b. What is the size of the land (excluding any piece already

given to self reliant sons)?Acres -Hectares
c. Do you have a title deed for the land? Yes -No
d. Where is your land located? Location Clan

(ADDRESS TO THOSE WITH *NO LAND?)
e. Does your fTather/mother own a piece of farm land?

Yes -No

f. If yes, what is the size of the Iland?
Acres -Hectares -

g- Where 1is the land located? Location Clan

h. Is any piece of the land already given to your brothers?

Yes . -No

i. If yes, what size is it? Acres .Hectares

9.a. Would you like to continue with your present employment or
would you like to change to another job?

(i) Continue -Change

b. 1T change 1is desired, what is/are the causes of your

dissatisfaction with this employment?

c. What were your reasons for taking up this employment?
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In which of the following centres do you think you would

obtain the job you desire?

a Kisumu . (i) Maseno (i) Ahero

av) Kombewa_ . (v) Kiboswa _(vi) Sondu

(vii) Miwani e(viii) Chemelil_ (ix) Muhoron i_
(xX) Awach(Seme)  .(xi) Pawakuche  _(xii) Daraja Mbili____
(xiii) Kisian___ .(xiv) Otonglo_ .(xv) Rabuor

(xvi) Chiga__ . (xvii) Kusa -(xviii) Kibigori
(xix) Pap-Onditi___ .(xx) Awach(Kano)  .(xxi) Awasi____

(xxi1) Other(specifty)

e. Do you think the job would be in the formal or informal

sector?

(i) Formal .(i1) Informal

f. Would you like any of your children to join this business?

(i) Yes .(ii) No

g- If not, what would you like your children to do?
10.a. How many of your relatives are employed in the formal
sector?_

b. How many are employed in the informal sector?

THANK YOU FOR YOUR HELP AND COOPERATION.
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appendix 3: Interview Schedule for Government Officers

PERSONAL INTERVIEW SCHEDULE 1STRICTLY CONFIDENTIAL!
(Informants are government officers)

1. a.Date of iInterview

b. Name of informant

c. Name of occupation

d_.Name of Employer

2. a.Wljat is the fee charged for licensing the following infor

sector activities?

Manufacturing:

) Tailoring(and some repair)

(ii) Metal fabrication

(i11) Shoe-making(and some repair)

(iv) Furniture making

w) Pottery

(vi) Others (describe)

Services:
) Clothes repair____
(i1) Shoe Repair
(iii) Vehicle Repair____
(iv) Bicycle Repair___
™~ Shoe Shine
(vi) Barber Service_

(vii) Others (describe)
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Service Trades:

a) Unprocessed food
(in) Hotel and restaurant_

(iii) Charcoal trade_

(iv) Other retail trades(describe)

b. Do operators find it difficult or easy to raise the fees?

c* I they find it difficult, 1is license evasion a common

problem?

d. Do you think the situation could be improved by reducing

the license fee?

e. Are there some activities that are allowed to operate

without a license? If so, which ones?

3.a. Does the informal sector pose health, sanitation,

cleanliness, traffic and other such hazards to magnitudes

of concern?
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What possible solutions do you suggest for them?

Do you think the informal sector businesses could be
improved if better premises of operation were provided?

If so, how could this be done?

b. Do you think the ICDC and District Trade Development

Joint Board meet the loan demands of the informal sector?

c. Which other financial 1institutions provide loans for the

informal sector?

d. What measures do you think would improve the loan progr ami

THANK YOU FOR YOUR HELP AND COOPERATION.
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Kisumu District 1979 Population by Age and Sex

Male

42,705
35,528
30,971
26,321
20,452
16,514
13,768
9,571
8,900
8,115
6,734
5,280
4,381
3,841
2,249
1,771

941

238,042

1983

117,903
41,143
97,638
99,481
62,636

194,663

614,078

lvision population

- CBS,

Population projections for Kenya 1980- 2000,

UNICEF.

1981, p.

218

Female

43,531
35,986
30,361
28,594
25,416
17,714
12,820
10,511
9,504
9,059
7,140
5,324
3,931
2,581
1,643
1,327

843

244,285

Appendix b5:
Population Projection for Kisumu District,

1984

121,816
42,509
100,879
102,782
64,715

201,124
634,459

in 1983

1985

125,881
43,927
104,245
106,212
66,874

207,835

655,632

207.

Total

86,236
71,514
61,332
54,915
43,868
34,228
26,588
20,082
18,404
17,174
13,874
10,604

8,312

6,422

3,892

3,098

1,784

482,327

1986

130,082
45,393
107,724
109,756
69,106

214,770

677,509

1987

134,437
46,913
111,331
113,431
71,420

221,961

700,192

1988

138,953
48,489
115,071
117,242
73,819

229,418

723,716

as per cent of district population.

March,

1983
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appendix 4 * Kisumu District 1979 Population by Age e
Age Male Female Total

0 -4 42,705 43,531 86,236

5 -9 35,528 35,986 71,514

10 -14 30,971 30,361 61,332

5 -19 26,321 28,594 54,915

D -24 20,452 25,416 43,868

5 -29 16,514 17,714 34,228

D -34 13,768 12,820 26,588

b -39 9,571 10,511 20,082

40 -44 8,900 9,504 18,404

45 -49 8,115 9,059 17,174

30 "-54 6,734 7.140 13,874

35 -59 5,280 5,324 10,604

60 -64 4,381 3,931 8,312

65 -69 3,841 2,581 6,422

70 -74 2,249 1,643 3,892

B+ 1,771 1,327 3,098

Age not

specified 941 843 1,784

Totals 238,042 244,285 482,327

Source: Republic of Kenya, 1981, p. 207.

Appendix 5:
Population Projection for Kisumu District, 1983-88
Oivision Per 1983 1984 1985 1986 1987 1988
centaly

-seno 19.2 117,903 121,816 125,881 130, 082 134 ,437 138,95
‘mam 6.7 41, 143 42,509 43, 927 45, 393 46 ,913 48, 4f
tyakach 15.9 97,638 100,879 104, 245 107, 724 111 ,331  115,0"J
tyando  16.2 99, 481 102,782 106, 212 109, 756 113,431 117,24
;ﬁ’]oc"?;' 10.2 62,636 64,715 66,874 69, 106 71,420  73,8]

1ICIpP-
aty 31.7 194,663 201,124 207,835 214, 770 221 ,961 229,4]
Total 100 614, 078 634,459 655, 632 677,509 700 ,192 723,7]

* Division population in 1983 as perr cent of distriet populatior

-+ -e, CBS,

UNICEF.

Population Projections for Kenya 1980-2000,

March,

19F
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Appendix 6 :

Minimum monthly wage for semi-skilled and unskilled workers
in Kenya (Private Formal Sector)

A ! B : c
' s

Gargral labourer-- -- --- -- --- --- e ! 576 : 530 | 324
liner,Stone Cutter, Turnboy, Waiter, Cook,Logger, 1 | |

Line Cutter----—————————————— - — —— ! 622 1 552 1 356

Higt Watchman----——————————— ! 643 | 596 | 366
Mchire Attendant, Saw-Mill Sawyer ,MachinistAsst.,! |
At Tailor,Mass Production Machin ist ,Shoe Cutter, !

Bakery Worker----—-—--———————— - 653 608 | 492
Machinist, Vehicle Service Worker (Petrol & Service |
Stations), Laundry Operator, Junior Clerk, Tractor I

Driver(Light)---———----"-"-"-"-""""""oo 746 698 | 571
Piywood Machine Operator, Saw-Mill Dresser ,Garment, |
ad Dress-Cutter, Shop Assistant, Machine Tool |
Qperator, Printing Machine Operator, Bakery Machine |
Operator, Dough-Maker, Table Hand Baker or Confect- |
icer, Ungraded Artisan, Copy Typist, Driver(Cars & !

ligt Vans)-----—-—————————— o 778 718 | 593
“attem Designer (Draughtsman) , Single Hand Baker, I
Oen Man, General Clerk, Telephone Operator, Recep- I

tionist, Storekeeper-----————--——— - 889 811 ! 691
ailor, Maintenance Artisan Grade 111, Driver (Medi- [

Ui sized vahicle)-----—-—————----—----""--": i I 979 900 ! 802
ilne> Crawler Tractor Driver, Salesman, Maintenan-' 1

ce Artisan Grade 11 ;1,081 1,008! 910
Sw Doctor, Caretaker (bui Idings) :1,195:i,117:1,040
ashier, Driver(Heavy Commercial Vehicle), Mainten-| I I

axe Artisan Grade 1, Salesman Driver--————————————-— :1,302:1,224:1,148

= Nairobi Area and Mombasa Municipality.
®~ Municipal and Town Councils of Nakuru, Kisui Kakamega, Eldoret,
Kitale, Nyeri, Embu, Thika, Kisii, Kericho, Bungoma, Kiambu,

Muranga, Nanyuki, Nyahururu, Malindi, Naivasha, Masaku.
0= All Other areas

Ire basic minimum consolidated monthly wages for semi-skilled and

~skilled workers in the agricultural industry range from
KSh.224 to KSh.564

Source: Kenya Gezette Supplement No.24, May 1, 1985.
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Appendix 7:
Kisumu County Council Annual License Fees 1984
(in KSh.)

Trade UC/RC MC LC
Vehicle Repair (Open Air) 1,200 9200

Welding Workshop 1,000 1.000 1 388
Second-hand Tyres 800 "800 "800
Scrap Metal Dealer 400 400 400
Radio, Record Player & T.V. Repairer 400 400 400
Retail Trader (Grocer) 350 300 200
Bicycle Repairer 300 200 200
Carpenter 300 300 300
Laundrer_ 300 250 200
Soda & Mineral Water Dealer 300 300 300
Shoe-Maker and Repairer 300 200 150
Tai I0|: 300 250 200
Tinsmith 300 250 200
Watch Repairer 250 200 200
Hair Dressing 250 250 250
Charcoal Dealer 250 250 250
Metal Crafts 200 200 200
Newspaper Vendor 150 150 150
Rubber Sandle Maker 150 100 100
Charcoal Dealer (Roadside) 100 100 100
Porridge Dealer 100 100 100

Key: UC = Urban Centre RC = Rural cCentre
MC = Market Centre LC = Local cCentre

surce: Kisumu County Council Annual Report, 1984.
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