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1.0 INTRODUCTION 

This paper reports the findings of a study on how enterprises 
tap opportunities in clusters in Kenya. The study is based on 
two clusters namely Ziwani and Kigandaim. Ziwani cluster is 
located in Nairobi while Kigandaini is situated in Thika. The 
two clusters contain numerous small enterprises undertaking 
varied activities. In Ziwani firms engage in vehicle repair and 
production of vehicle spare parts. Kigandaim firms are involved 
in production and repair activities. 

The paper is divided into seven sections. Section two contains 
the theory and occurs after this introduction. Section three dis-
cusses the methodology while section 4 discusses the firm 
characteristics. Section five outlines the opportunities in Ziwani 
and Kigandaini while section 6 discusses tapping opportuni-
ties in Ziwani and Kigandaini. Section 7 is the conclusion. 

2.0 THEORETICAL AND CONCEPTUAL IS-
SUES 

The collective efficiency model contends that clustered firms 
draw opportunities from the clusters. Collective efficiency is 
defined as the competitive advantage derived from local ex-
ternal economies and joint action (Schmitz, 1995). The op-
portunities that firms tap within clusters are external econo-
mies and joint action. These opportunities are planned and 
unplanned or passive and active (Nadvi, 1996). Passive col-
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lective efficiency refers to firms tapping opportunities of ex-
ternal economy while active collective efficiency refers to firm 
collaboration in the clusters. 

Clustering provides opportunities for firm development. These 
opportunities are mainly the external economies that evolve 
in agglomerated firms. Schmitz (1992) defines firm clusters 
as geographical and sectoral agglomeration of firms. In clus-
ters collective efficiency and joint action are the main driving 
forces that facilitate firm growth. Krugman quoted by 
McCormick (1999 ) identifies three external economies 
namely labour market pools, intermediate inputs and technol-
ogy spill over in clusters. McCormick (1999) added market 
access to the list of external economies in clusters. 

The opportunities identified in Ziwani and Kigandaini clus-
ters belong to both the passive a active collective efficiency 
domain. They are seedbed, labour pooling, learning processes, 
specialisation and division of labour and social relations and 
networks. 

Clusters serving as seedbed for new firms is not one of the 
issues covered in the collective efficiency frame work, Weijland 
(1999) has shown how clusters serve as industrial seedbed in 
Indonesia. In this study we include clusters as seedbed be-
cause most often small firms die between one and three years 
after their formation. It is argued here that clusters act as seed-
bed for small firms. Clusters with the right supportive infra-
structure nurture small firms and prevent them from early death. 
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Social relations and networks based on trust are important 
components of clusters and are critical to a cluster's success 
(Schmitz and Nadvi 1999). They reduce transaction costs 
and underlie the conscious pursuit of joint action. According 
to Brautigam (1997) the success ofNnewis cluster was due to 
socio-cultural networks of Nnewis' entrepreneurs which re-
duced transaction costs. A similar observation was made by 
Weijiand (1999} that socio-cultural networks led to the growth 
of rural Indonesian clusters. There is also increased evidence 
that the absence of trust based socio- cultural networks ham-
pers growth. Mitullah (1999) notes that upgrading of Kenyan 
fish clusters was deterred by the socio-cultural divide between 
Asian and African business communities. 

Clusters attract labour pools which are important to firms and 
workers. Labour pools are concentrations of specialised skills 
that develop within clusters (McCormick, 1999). According 
to the collective efficiency model the pooling of specialised 
skills contributes to firm upgrading and subsequent cluster 
development. 

The cluster is an important environment for learning new ideas 
and technologies. The learning process occurs between entre-
preneurs or between traders and entrepreneurs or customers 
and entrepreneurs. In the collective efficiency model the learn-
ing process is referred to as technology spill over. The learn-
ing process contributes to firm development. 

Specialisation and division of labour evolves among clustered 
firms. Firms tend to specialise as division of labour deepens 
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in clusters. Specialisation is the tendency of firms to perform 
only one task of a given production process. Division of la-
bour is the tendency to allocate specific tasks to certain firms. 
Firms that tap opportunities within clusters develop. In defin-
ing firm development we borrow from Schumpeter's defini-
tion of development. Development by Schumpeter (1934) is 
defined as the carrying out of new combinations. He goes on 
to list five cases that he sees as encompassed by the concept. 
These cases are: introduction of a new good, a new method of 
production, opening of a new market, conquest of a new source 
of supply of raw material or a new organisation of industry. It 
is argued here that firms that will tap opportunities or exploit 
the external economies in the cluster v/ill experience one or 
all of the five cases. That is, they will be able to introduce a 
new good in the market, learn a new method of production, 
open a new market, conquer a new source of supply of raw 
material or initiate a new form of organisation of industry. 

In particular firms that will take advantage of learning proc-
esses within the cluster will be able to introduce a new good 
or learn new methods of production. Similarly by tapping the 
opportunity of market access firms will be able to open up a 
new markets. Further, firms taking advantage of technologi-
cal spill overs will acquire a new form of industry organisa-
tion and learn new methods of production. Firms that will ex-
ploit the external economies of intermediate inputs will have 
conquered new sources of raw material. 
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3.0 RESEARCH METHODOLOGY 

3*1 The Study Area 

Ziwani and Kigandaini are spatial entities comprising small 
firms. Ziwani is located in former African quarters off Quarry 
Road in Nairobi. Kigandaim is situated offThika-Garissa road 
on a plot officially belonging to the fire brigade. Kigandaini 
is a multisectoral cluster while Ziwani is predominantly a one 
sector cluster. Firms in Kigandaini are engaged in manufac-
turing, vehicle repair, electrical and glass works. Ziwani clus-
ter is dominated by vehicle repair firms and a few autoparts 
manufacturing firms. Manufacturing activities have evolved 
to meet the demands for spare parts by the vehicle repairers. 

Auto repair entrepreneurs are involved in a wide range of ac-
tivities. These are general mechanic, spray painting, wiring, 
panel beating, design and sign writing, welding and rewind-
ing. 

3.2 Data Collection 

Data collection for this study was carried out in two phases. 
The first phase involved carrying out a census of enterprises 
in Ziwani and Kigandaini. In Ziwani the population of firms 
was 506 while in Kigandaini the population of firms was 376. 
The second phase involved the administration of a question-
naire to 115 enterprises in Ziwani and 105 in Kigandaim. 

5 



IDS/WP No. 525 

3.3 Sampling and Sample Size 

The population of firms in Ziwani and Kigandaini was used 
as the sampling frame for selecting firms for the survey. The 
population of firms was stratified into categories based on type 
of firm activity. The population of firms in Ziwani was strati-
fied into five categories. These were general mechanics, spray 
painting, panel beating, manufacturing and other A simple 
random sample of 20 firms was selected from each category. 
In the manufacturing sector, only 16 firms were selected. A 
similar procedure was followed for firms in Kigandaini. Firms 
were subdivided into categories of auto manufacturers, other 
manufacturers, general mechanic, wiring, spray painting, other 
repairing activity and spare parts dealers. A sample of fifteen 
firms was obtained from each category. 

4,0 FIRM CHARACTERISTICS 

This section reports the firm characteristics of enterprises in 
Ziwani and Kigandaini separately. 

4.1.1 Age of Vehicle Repair and Manufacturing Firms in 
Ziwani 

The oldest vehicle repair firm in Ziwani was started in 1936 
while the youngest were started in 1994. The oldest manufac-
turing firms in Ziwani was started in 1960 while the youngest 
was started in 1996. The mean age of vehicle repair firms in 
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Ziwani is 15 years. This mean age is twice the usual 6-8 years 
reported in most small enterprise studies. All the vehicle and 
manufacturing entrepreneurs in Ziwani have worked continu-
ously in business since start-up. 

4.1.2 iVehicle Repair and Manufacturing Activities in 
Ziwani 

Vehicle repair firms covered in the survey were engaged in a 
variety of activities ( see Table 1). 
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Table 1: Vehicle Repair Firms in Ziwani 

Vehicle Repair Activity No. % 

General mechanic 22 22.2 

Panel beatsig 20 20.2 

Electrical wiring 19 19.2 

Spray parntng 18 18.2 

Gas welding 7 7.1 

Spring repair 2 2.0 

Radiator 2 2.0 

Efectrical weldng 2 2.0 

S^i wrier and design 2 2.0 

Greassig services 1.0 

Engineering &el works 1.0 

Body building J 1.0 

Alio rewarding 1.0 

Mechanical engineering 1 1.0 

Total 99 100 

Source. Survey 

8 



IDS/WP No. 525 

The most important vehicle repair activity in Ziwani is 
general mechanic, followed by panel beating, electrical 
wiring and spray painting. Manufacturing firms in Ziwani 
are involved in a variety of activities with some firms 
making as many as three products. Table 2 shows the type of 
manufacturing activities in Ziwarii. Dash board covers 
making is the most dominant manufacturing activity. The 
next in importance is exhaust pipes and floor mats making 
followed by metal grill production. Other important 
activities are silencers, chassis and roof mats making. 

Table 2 Type of Manufacturing Activities in Ziwani 

Type of Activity No % 

Dash board mats 4 25.0 

Exhaust 3 18.8 

GriRs 2 12.5 

Floor mats 2 12.5 

Chassis 1 6.3 

Silencers 1 6.3 

Line boards 1 6.3 

Roof mats 1 6.3 

General upholstery 1 6.3 

Total 16 100 

Source : Survey 
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4.1.3 Entrepreneur's level of education in Ziwani 

In Ziwani, for example, only 5% of the auto repair entrepre-
neurs reported having had no formal education while 95% re-
ported having received some formal education at various lev-
els of education including primary, secondary and advanced 
high school level of education. However, there are variations 
in the number of years the entrepreneurs spent at each level. 
Entrepreneurs with primary school level of education spent 
between two and eight1 years in primary school. 

The mean number of years entrepreneurs in Ziwani spent in 
primary education was six. Entrepreneurs who completed pri-
mary education were 85.7% while those who dropped out at 
various levels were 14.3%. The maximum number of years an 
individual spends in Kenyan secondary school is four years. 
Fifty per cent of entrepreneurs in Ziwani attended secondary 
school education, and completed the four year secondary 
schools cycle. Ten per cent did not complete one year. An-
other 10% completed only one year while 30% completed two 
years of secondary education. 
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4.2. Firm and Ent repreneurs ' -aracteristics in 

Vehicle repair businesses in Kiaands;,,; vered in the. snrvfiv 

ot enterprises (46.7%) reported that J^jdaini was their first 
location. Most of the other enterprises founded in upper 
Jua Kali (Jamhuri Thika) while other b u s i ^ s s e s w e r e founded 
in Dandora, Nairobi. 

Auto- spare parts businesses in were started be-
tween 1979 and 1996. Ail the businesses having been 
in operation since start up. The oldest manufacturing enter-
prise in Kigandaini was started in while the youngest 
was started in 1993. The mean age o f manufacturing enter-
prises is 9 years. 

4.2.2 Vehicle Repair Enterprises by in Kigandaini 

The largest number of vehicle r e p a i r entrepreneurs in 
Kigandaini were involved in wiring ( 2 8 . 9 % ) (see Table 3). 
The next largest category of vehicle r e p a i r entrepreneurs were 
general mechanics (22.2%), followed fcsy welders 17.8%, and 
panel beating 11.1%. Other v e h i c l e repair activities in 
Kigandaini include door fitting, r a d i a t o r services and clip 
washer services. 

Kig&nd&iiii 

4.2.1 Age of Enterprises in 
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4.2. Firm and Entrepreneurs' Characteristics in 
Kigandaini 

4.2.1 Age of Enterprises in Kigmtdmmi 

Vehicle repair businesses in Kigandaini covered in the survey 
were started between 1975 and 1995. These businesses have 
been in operation since they were started. A substantial number 
of enterprises (46.7%) reported that Kigandaini was their first 
location. Most of the other enterprises were founded in upper 
lua Kali (Jamhuri Thika) while other businesses were founded 
in Dandora, Nairobi. 

Auto- spare parts businesses in Kigandaini were started be-
tween 1979 and 1996. All the businesses reported having been 
in operation since start up. The oldest manufacturing enter-
prise in Kigandaini was started in 1972 while the youngest 
was started in 1993. The mean age of manufacturing enter-
prises is 9 years. 

4.2.2 Vehicle Repair Enterprises by Activity in Kigandaini 

The largest number of vehicle repair entrepreneurs in 
Kigandaini were involved in wiring (28.9%) (see Table 3). 
The next largest category of vehicle repair entrepreneurs were 
general mechanics (22.2%), followed by welders 17.8%, and 
panel beating 11.1%. Other vehicle repair activities in 
Kigandaini include door fitting, radiator services and clip 
washer services. 
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Tabie 3 Vehicle Repair Activities in Kigandaini 

Vehicle Repair Activity No. % 

Wiring 13 28.9 

General mechanic 10 22.2 

Welding 8 17.9 

Panel beating 5 11.1 

Spray painting 3 6.7 

Auto rewinding 2 4.4 

Radiator services 2 4.4 

Door fitting 1 2.2 

Clip washer service 1 2.2 

Total 45 100 

Source: Survey 

4.3.1 Manufacturing Activities in Kigandaini 

Thirty manufacturing enteiprises were covered in the sample 
survey in Kigandaini. The enterprises were involved in the 
production of vehicle parts and household goods, as listed in 
Table 4. 
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Table 4 Type of products in manufacturing enterprises 

in Kigandaini 
T y p e o f P r o d u c t N o | K i g a n d a i n i % 

S p rings 4 j 1 3 . 3 

Tin l a m p s 1 3 . 3 

S is&l M a i t r e s s e s 3 1 0 . 0 

B o its 2 6 .6 

Tin b o x e s 2 6 .6 

T a b le s 2 6 . 6 

C ha irs 1 3 .3 

W a s h e r s 1 3 .3 

M o p s I 3 . 3 

M e t re b o a r d s 1 3 .3 

( J i k o s ) C o o k i n g 
S to ves 

1 3 .3 

C o Id C hiscS 1 3 . 3 

S id e M irro rs 1 3 . 3 

L e a t h e r g o o d s 1 3 .3 

B u c k l e s 1 3 .3 

W a rd rob e s 1 3 .3 

R o a d s igns 1 3 . 3 

S trapping c l ips 1 3 .3 

H air c l ips I 3 . 3 

T o t a l 3 0 J 0 0 

Source: Survey 
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4.3.2 Auto- Spare Parts Traders in Kigandaini 

The auto-spare enterprises stocked a variety of products. They 
include bolts, nuts, axles, oils, springs, filters, cut outs, fan 
belts and clutch covers, silencers, chassis. The vehicle parts 
shops stock parts for all types of vehicles. The stock is pur-
chased from wholesalers in Thika and Nairobi. Interestingly, 
some of the auto-spare part dealers are stocking products made 
in the cluster such as bushes, washers and battery lashes. 

4.4.0 Founders' characteristics (Kigandaini) 

4.4 J Level of Education 

Manufacturing entrepreneurs in Kigandaini reported having 
been to school. The number of years entrepreneurs spent in 
primary education ranged between two and eight years with a 
mean of six years of primary education. 

Vehicle repair entrepreneurs in Kigandaini also reported hav-
ing some education. Entrepreneurs with primary school level 
of education spent between one year and eight years of pri-
mary education. The mean numbers of years spent in primary 
school were 6.2. Vehicle repair entrepreneurs with secondary 
school education spent between 2 years and four years. The 
mean number of years the entrepreneurs spent in secondary 
school was 3 years. 
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4.4.2 Ethnicity 

Majority of the vehicle repair entrepreneurs in Kigandaini were 
Kikuyu (93.4%). The rest were Kamba (4.4%) and Luhya 
(2.2%). Kikuyu entrepreneurs were the majority (73.4%) in 
manufacturing firms in Kigandaini. They were followed by 
Kamba entrepreneurs who were 23.3% and Luo entrepreneurs 
who were 3.3%. Auto-spare entrepreneurs' ethnicity is dis-
tributed as follows: Kikuyu (95.2%) and Kamba 4.8%. 

5.0 OPPORTUNITIES IN ZIWANI AND KIGANDAINI 
FOR ENTEMFRISE DEVELOPMENT 

In this section, a discussion is offered on the opportunities 
that exist in Ziwani and Kigandaini for enterprise develop-
ment. These opportunities were discussed in section two of 
this paper and are seedbed, specialisation and division of la-
bour, trust based relations, labour pool and learning processes. 

5.1 Seedbed 

A large proportion of Jua Kali enterprises are located in tem-
porary locations. These locations are unused plots awaiting 
development, road reserves or playgrounds. In these spaces 
small enterprises are very vulnerable to relocation by city and 
urban authorities when time comes for developing the unused 
plots. However, Ziwani and Kigandaim have been officially 
designated as sites for Jua Kali enterprises by the Nairobi city 
council for Ziwani and the Thika municipal council in case of 
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Kigandaini. This provides businesses located within the clus-
ters with security of tenure. New firms can be located without 
fear of relocation while older firms have the necessary stabil-
ity required for firm development. In addition, Ziwani cluster 
has ready made sheds for business occupation2. This mini-
mises start-up or operating costs for businesses. The savings 
in premises can be used in other areas of business develop-
ment. 

5.2 Specialisation and division of labour 

Specialisation and division of labour is a common phenom-
enon in clusters. Ziwani and Kigandaini clusters are charac-
terised by specialisation and division of labour. Specialisation 
is defined as the case where a firm undertakes only one repair 
or manufacturing activity. Kinyanjui (1996) defines speciali-
sation as the case where a firm is involved in one repair activ-
ity such as panel beating or the case where a firm manufac-
tures one type of product such as the making of silencers. 

Division of labour involves the case where firms allocate dif-
ferent tasks in the production process to different firms in or-
der to improve efficiency. Division of labour in the clusters 
enhances inter-firm interactions. Specialisation and division 
of labour sei^e as the bedrock upon which firm interactions 
take place in the cluster. Examples of firm interactions are 
subcontracting and sharing of customers. Subcontracting is 
fairly intense in the two clusters. In Ziwani 99% of the vehicle 
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repairers and 93.8% of manufacturers in Ziwani report e e l s u b -
contracting work. In Kigandaini 86.8% of the vehicle r e p a i r -
ers reported subcontracting work while eight manufact v* r i ng 
firms subcontracted work.. •. . 

5.3 Social Relations and network _ . > 

Social relations and networks in the,clusters enhance j p i n t 
actions. Various forms of relations emerge in c lus ters , 'The 
most notable of this social relations is the lua Kali a s s o c i a -
tions which have been formed in the clusters. Although1! t h e y 
are moreinvplved in .cluster development rather than i n d i v i d u a l 
firm development, they play a vital role of ensuring s t a b i l i t y 
whicirisiimpart^u |br firm $ev$lpp^ijta ,§ocjal r^iati o c a s ..are 
also important m^enhaneing firm- interactipijs.. It is . i n t e r e s t i n g 
to note that firms in both Ziwani and Kigandaini u s e s o c i a l 
relations in their interactions especially in sqbcpntra.otixig. 
These social relations are: long time acquittance, age rxia/tes, 
individuals who went to school together and t rus twor thy indi -
viduals Other social relation factors are level of e x p e r i e n c e 
and neighbouring firms. . 

5.4 Lsbour-.pcso! ; : 

Glusters attract skilled labour. The labour pooj^ b e n e f i t : fc>oth 
workers and firms. According to McCormick (.1999) s u c h p o o l s 
of industry specific skills are evident in many developing c o u n -
try clusters while Nadvi (1997) observes that labour p o o l s s e rve 
as an important locational advantage for firms. 
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5.5 Learning processes 

Clusters serve as learning environments for the entrepreneurs. 
A lot of non formal learning takes place within the clusters. 
This is achieved through observation and doing. The learning 
process involves the flow of ideas and technology. According 
to McCormick (1999) clustering encourages technological 
spillovers by permitting the rapid flow of technical informa-
tion between producers operating near one another and also 
by enhancing information flow between suppliers producers 
and traders. The flow of information and technological 
spillovers contribute to innovations within the clusters. 

6.0 TAPPING OPPORTUNITIES AMONG ENTER-
PRISES IN ZIWANI AND KIGANDAINI 

The above section has shown the opportunities that exist in a 
cluster, in the following section we show how firms tap op-
portunities in the clusters. 

6.1 Seed bed 

Clusters offer opportunities for firm formation and subsequent 
firm development. They serve as areas of new firm formation 
and recipients of migrant firms. For example, 77.6% of firms 
were founded in Ziwani while 22.4% firms were migrants. In 
Kigandaini 57.} % of the firms were migrants while 42.9% of 
the firms were founded in Kigandaini. 
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Migrant firms in Ziwani originated from diverse locations. 
They originated from Nyeri, Molo, Eimuru, Eldoret, and 
Nanyuki. Other areas where firms originated from are: Shauri 
Moyo, Kirinyaga road, Kamukunji, industrial area and 
Eastleigh. Migrants firms in Kigandaini were from Jamuhuri 
market. The reasons for firm migration were lack of custom-
ers, overcrowding and relocation by city and urban authori-
ties. 

Firm formation is an ongoing process in both Ziwani and 
Kigandaini In Ziwani, most firms covered in the survey were 
founded in 1980. Considerable firm formation also took place 
in 1986 and 1990. The oldest auto repair enterprise in 
Kigandaini was founded in 1975 while the youngest was 
founded in 1995. The oldest manufacturing firm in Kigandaini 
was founded in 1975 while the youngest was founded in 1993. 
The mean age of businesses in Ziwani is 15 years while the 
mean age of manufacturing enterprises in Kigandaini is nine 
years. These mean ages underline the importance of clusters 
as seedbed for small enterprises. 

6.2 Labour Pool 

Labour pool is an important component of a cluster. The la-
bour pool in Ziwani and Kigandaini consist of workers, entre-
preneurs and trainees. The labour pool is an abundant supply 
of human capital readily available for employment and ben-
efits the small enterprises. Labour pools in Ziwani and 
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Kigandaini are for both skilled workers and trainees with train-
ees being the majority. The trainees receive on job training 
from practising mechanics for durations ranging between one 
to three years. After qualifying the trainees seek employment 
or start their own businesses within the cluster. This leads to 
multiplication of small businesses within the cluster rather than 
firm development. 

6.3 Learning Process and Skill Development 

The entrepreneurs in Ziwani and Kigandaini tap the opportu-
nities of knowledge that freely flows in the clusters. The in-
formation flows between all the categories of entrepreneurs 
and customers. The information is crucial for upgrading firms 
especially through skill acquisition. The knowledge gained is 
mainly for skill development. Learning programmes flourish 
in the two clusters. These learning processes are for entre-
preneurs and trainees. Through observation and informal talks, 
old entrepreneurs learn new skills. Such skills are related to 
the repair of new cars or mixing of paints before spraying of 
vehicles. Through the informal talks a lot of information is 
passed on from one vehicle repairer to another. On-job train-
ing is another form of training. Trainees enrol with a practis-
ing mechanic where they learn through observation and do-
ing. 
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The learning processes for individual skill development are 
largely non-formal. The entrepreneurs continue to learn on 
the job and by watching others in the cluster perform some-
thing new. It is not strange to see a mechanic working on a car 
surrounded by others who seem to be doing nothing. Under-
standably, they are observing very closely what is going on. 
Sometimes, one may pose an important question in a very easy, 
non-formal way and answers are also given in the same way. 
But through this, a lot of learning takes place. However, since 
most of the learning is within clusters, there is a tendency of 
passing on bad practices of doing things. In the same way, the 
learning processes create a culture within the cluster which 
may be difficult to change. 

Further evidence suggests that entrepreneurs alert to changing 
opportunities within the cluster have started more profitable 
and competitive business than the ones they had before. 

In Kigandaini, there are two cases of entrepreneurs who started 
new businesses to meet demands of changing circumstances 
within the cluster. These are Mukami and Kanja. Mukami 
was working as a waitress and Kanja started as metal box fab-
ricator. Today Mukami is a vehicle spare parts dealer while 
Mr. Kanja makes an assortment of vehicle parts. The cluster 
provided a learning opportunity for the two firm founders. 
Mukami ceased to be a waitress to become a leading vehicle 
spare parts dealer. Mr. Kanja changed from making boxes to 
making of washers, bushes and springs to meet the needs of 
the expanding vehicle repair market. 

21 



IDS/WP No. 525 

6.4 Specialisation and division of labour 

Small enterprises in Ziwani and Kigandaini tap the opportu-
nity of specialisation and division of labour through subcon-
tracting. This enables them to overcome their skill and equip-
ment deficiencies. Firms tap this opportunity through a series 
of firm interactions. Firms are able to do so because of the 
division of labour and specialisation that has evolved within 
the clusters. Interactions between firms are carried out within 
the context of competition and collaboration. The interac-
tions are two ways and involve subcontracting work, prob-
lem-solving, lending machinery, training of trainees and shar-
ing workers. 

Subcontracting between firms is a common feature among 
firms in Ziwani and Kigandaini. Through subcontracting, fimis 
are able to perform tasks which otherwise would not be per-
formed in small firms. Subcontracting is a common phenom-
enon of collective efficiency in clusters. Through subcontract-
ing firms are able to accomplish tasks or complete large or-
ders with limited facilities. It is no wonder that 99% of firms 
in Ziwani reported subcontracting work to other firms. 

The reasons for subcontracting work in Ziwani are presented 
in Table 5. Apparently large orders seems to be the most im-
portant factor explaining subcontracting between vehicle re-
pair entrepreneurs in Ziwani. The next circumstances in the 
line-up is when a particular job requires advanced skills. Other 
important factors include jobs that cannot be done within the 
enterprise and the need to save on premises and machinery. 
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Table 5: Reasons for Subcontracting in Ziwaai 

Co n&itio a/Circu-
mst&Bces of 
Sybcoatractifig 

Yes % No % 

Large orders 99 1 

Jobs requiring 
advanced s k i s 63.9 36.1 

Jobs that canaoi 
be dons w&hin a 
firm 

29.7 70.3 

Saving on 
premises and 
machinery 

13.4 86.6 

Greater efficiency 8.8 91.2 

Subcontractors 
lower charges 

5.7 94.3 

6.5 The Number of Subcontractors Within the Cluster 

The number of subcontractors for auto-repair entrepreneurs in 
Ziwani ranges between one and fifteen with a mean of three 
subcontractors. The number of subcontractors among auto re-
pair firms in Kigandaini ranges between one and five while 
those of manufacturing firms in Kigandaim is between one 
and nine. 
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Panel beating (24.7%) is the most frequently subcontracted 
job. Spray painting (19.4%) and wiring jobs (19.4%) are also 
frequently subcontracted. General mechanic jobs are also fre-
quently subcontracted to other auto repairers. All subcontract 
work is paid for in cash. The cost of subcontracted jobs in 
Ziwani ranges between Kshs. 100 to Kshs 25000 with a mean 
cost of Kshs. 3,545. Entrepreneurs in Ziwani and Kigandaini 
use social relations in tapping opportunities in the clusters. 
These social relations are; long time acquittance, age mates, 
individuals who went to school together and trustworthy indi-
viduals. Other factors that entrepreneurs use in tapping oppor-
tunities are level of experience, neighbouring firms. 

6.2.1 Subcontracting activity in manufacturing firms in 
Kigandaini 

Subcontracting was a less common phenomenon in manufac-
turing firms in Kigandaini. Only eight firms reported subcon-
tracting work to other firms. The types of work subcontracted 
was mattress making, mop socket making and metre boards 
production. The number of subcontracting firms ranged be-
tween one firm and nine firms. The pricing of sub-contracted 
work is based on negotiation, and prices of raw materials. All 
sub-contracting work is paid for in cash. The reasons given 
for sub-contracting work are large orders and jobs that cannot 
be done in the subcontracting firms' enterprise. 
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Sub-contracting firms are chosen on the basis of friendship, 
reciprocity and job experience. It also appears that subcon-
tracting firms do not change subcontractors often. 
As part of research, we asked the manufacturing enterprises in 
Kigandaini reasons tor sub-contracting. A hundred percent of 
the enterprises reported sub-contracting work to other enter-
prises because of large orders, while 50% reported subcon-
tracting work because of savings on machinery. Other manu-
facturing enterprises (63.6%) reported sub-contracting work 
because of the great efficiency of the sub-contractor. Reasons 
such as lower wages of the sub-contractors, jobs that cannot 
be done within the firm, skills were also frequently reported 
as explanatory factors for sub-contracting. 

Manufacturing enterprises in Kigandaini (68.8%) choose sub-
contractors on the basis of the duration they have known them 
while 25% choose subcontractors who have adequate skill and 
experience. Only 6.3% of the manufacturing entrepreneurs 
choose sub-contracts on the basis of experience and trust. 

6.6 Social relations and networks 

Business associations represent multilateral relationships be-
tween firms in a cluster. Business associations are increasingly 
assuming important roles in business development because 
they serve as a basis for collective action. They perform func-
tions such as lobbying for policy, searching for new markets, 
training, developing business relations and by assisting weaker 
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firm members. Entrepreneurs in Ziwani and Kigandaini use 
business associations to tap opportunities within the clusters. 
Business associations are pillars for collective efficiency 
within a cluster. Through joint action firms absorb shocks or 
changes occurring in the industry. Almost all firms in Ziwani 
and Kigandaini are members of the local Jua kali association. 
The associations are based on trust with an objective of im-
proving the cluster. 

The association members varied on their use of the associa-
tion in obtaining information about other businesses. Some 
66.6% of the auto repairers obtained information about other 
businesses frequently from the association while 33.3% of the 
entrepreneurs did not obtain information about other businesses 
from the association. Only a small proportion of the auto-
repair entrepreneurs (19.6%) made use of the association in 
seeking legal advice. The rest 80.4% reported having not made 
use of the association for legal advice. 

The association played a major role in providing businesses 
with security of tenure and also ensured members' discipline. 
The association was also involved in crime control. The joint 
actions undertaken by associations in Ziwani and Kigandaini 
are directed to cluster development rather than individual firm 
development. The joint actions that relate to overall cluster 
development include provision of security, skill development, 
security of tenure, members' discipline and crime control. In 
Ziwani for example, members paid fees for purchasing the 
plot to the association, reported crimes and members' 
indiscipline. 
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The association has a team of individuals who Icc«p surveil-
lance of the entire cluster. It has also a discipline committee 
that deals with errant entrepreneurs. It is apparent that the 
association's strong area is mainly in the maintenance and 
development of the cluster. It plays some role in fiuman capi-
tal development and business development. In order to realise 
firm development, associations5 joint actions need to be fo-
cused towards enterprise development, by targeting such is-
sues as licensing, technology development, markets, changes 
in trade and policies on small enterprises. 

7.0 CONCLUSION 

Clusters have many opportunities that firms could use for de-
velopment. These opportunities are: seedbed, specialisation 
and division of labour, social relations and networks, labour 
pool and learning processes. Although there a r e numerous 
opportunities in the cluster, the firms do not make use of thena 
to enhance their development. Failure to utilize opportunities 
within the cluster is reflected by the low levels o f technology* 
firm size, market size, nature of the firm, level of entrepre-
neurs' skills and multiplication of small firms in the cluster. 

Although clusters provide the businesses with security of ten-
ure, their role as seedbed for firms is somewhat limited. Very 
few businesses have matured to become large enterprises. Most 
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of the firms have remained the same size they were at start up. 
Neither have they adopted new technics of repair or produc-
tion. 

The labour pooi which is supposed to consist of skilled work-
ers for the cluster does not do so. Instead it is dominated by 
trainees. These trainees are trained by practising mechanics 
who train them on low level skills for short durations. Soon 
after finishing the course the trainees start their own enter-
prises which compete with the existing ones. So instead of 
business development we have multiplication of small busi-
nesses in the cluster 

With regard to learning processes, the same old ideas and 
knowledge circulate within the cluster. This is mainly because 
the clusters have limited relationships with outsiders such as 
leading car dealers, training organisations and industrialists. 
The ideas and knowledge do not contribute to technological 
upgrading for firm development. 

Although subcontracting is widely carried out in the two clus-
ters, it is confined to final product processing and it is mainly 
prompted by large orders rather than by specialisation and di-
vision of labour between the enterprises. This is because pro-
duction and repair is organised along artisanal lines whereby 
an individual repairs or produces a product from the begin-
ning to the end. Thus for firm development to take place, there 
is need for the firm specialisation and division of labour to be 
deepened especially among manufacturing enterprises. 

28 



IDS/WP No. 525 

It is also interesting to note that although Ziwani association 
is relatively stronger than that of Kigandaini they are both weak 
and do not undertake joint actions for firm development. The 
associations main concerns are in cluster development rather 
than firm development. For the associations to be more effi-
cient in firm development, they need to take issues of mar-
kets, technology and policy more seriously rather than confin-
ing themselves to infrastructural needs. 

The analysis of tapping opportunities in Jua Kali clusters in 
Kenya has significant implications for policy and institutions 
involved in small enterprise development. The first implica-
tion is with regard to the fact that Jua Kali clusters have op-
portunities that firms can tap. This means that government 
could provide the necessary infrastructure for cluster devel-
opment. The second implication is with regard to the deepen-
ing of firm specialisation and division of labour in the cluster. 
Donor organisation and non governmental organisations could 
assist clustered enterprises in deepening specialisation and 
division of labour. The government should also endeavour a t 
improving the overall economy as well as reducing the number 
of school drop outs. This will ensure that clusters d o not be-
come pools for dropouts or those who cannot find employ-
ment in agriculture or industry. 
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End Notes 

' In the old system the number of years spent in primary 
school was seven while in the new system the number is 8. 

2 Sheds were under construction in Kigandaini during 
the period of study. 
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