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Abstract

At the core of job creation in an economy is the ability of every sector of the economy (both
formal and informal) to grow optimally and create adequate decent jobs for the working
population. This study sought to determine the labour demand across various sectors
of the economy at both the aggregate and activity level based on their ability to create
Jjobs, the frontier products that Kenya has potential to create value addition for more job
opportunities, and targeted programmes that the government plans to implement. The
focus of analysis was on manufacturing, the blue economy, and construction and the five
activities of the informal sector. The study used time series data from KNBS spanning
the period 2000-2016. Using descriptive statistics, the study finds that wholesale and
retail trade, and manufacturing are the key employers, accounting for 80 per cent of
total employment in 2016. Employment in the formal sector is dominated by education
(20%), agriculture (14%), manufacturing (12%) wholesale and retail trade (10%), public
administration (9%) and construction (9%). In the formal sector by employment numbers,
the leading activities in the agriculture sub-sectors are coffee, tea, sugar and mixed
farming. Employment in the wholesale and retail trade is mainly through wholesale
trade of agricultural raw materials, maintenance and repair of motor vehicles, retail sale
through stalls and retail sale of automotive fuel. For the manufacturing sector, of which
68 per cent of the total employment is agro-processing, the leading employing activities
are: wearing apparel made up of textile articles, manufacture of food products, vegetable
and animal fat and sugar. The blue economy is dominated by activities connected to
water transport, contributing to 81.4 per cent of the total employment, followed by
processing and fish preservation contributing 10.2 per cent of the total employment in the
blue economy. Therefore, there is need to focus more on the processing and preservation
of fish that has potential to create more employment opportunities. Finally, with respect
to the construction sector, the study finds that construction of specialized activities and
buildings are the leading activities in offering employment and jointly accounting for 9o
per cent of total employment in the formal construction. There is need to review the NSSF
and NHIF acts to allow them invest in the informal sector (specifically manufacturing and
wholesale trade) to make the sector more productive and sustainable for the many youths
already engaged in the sector and those yet to join. Access to credit needs to be increased
to enable youths with good entrepreneurial ideas get funding for startups. This will ensure
youthful labour force engage in productive employments. Policy instruments geared
towards reduction of the cost of production such as removal of import declaration fee
and railway development levy on industrial inputs, and prompt clearance of VAT refunds
are key in growing the manufacturing sector. This will ensure increased profitability to
be reinvested hence, more employment opportunities. For the wholesale and retail trade,
there is need for establishment of the regulatory authority for the sector, which will go a
long way in stabilizing the industry and make the jobs created in this sector more secure.
In the construction industry, there is need to scale up skills in the building and construction
sector through targeted training of the young labour force who still possess the energy
and the vigour to be productively is engaged. On the agro-processing industry, the study
recommends that local chamaas and SACCOs need to be provided with incentives invest
especially in wearing apparel and made up textile articles.
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1. Introduction

The creation of productive, quality and sustainable employment opportunities has
always remained a top priority for the government. Several policy interventions
have been formulated and implemented over time to address the issue of
unemployment especially among the youth in the country. For example, the
Economic Recovery Strategy for Wealth and Employment Creation (ERS) 2003-
2007 put a case for creation of decent jobs in improving standards of living
and eradication of poverty. To achieve this, the government aimed to create a
favourable environment for doing business by the private sector, increase public
investments, ensure sound macroeconomic environment, and improve access to
productive resources and basic goods and services. With the ERS, the economy
grew from about 2.3 per cent in 2003 to 7.0 per cent in 2007, which saw the
number of employed persons grow from 7.3 to 9.5 million. By then, the World
Bank was advocating for at least a 7 per cent growth rate sustained for a decade to
achieve sustainable employment creation. This points to the fact that employment
creation is highly correlated to strong GDP growth (KNBS, 2009). Following the
post-election violence of 2007, compounded with the financial crisis and severe
drought, economic growth slowed down and is yet to attain the 7 per cent growth
achieved prior to the post-election violence of 2007.

The government adopted the Kenya Vision 2030 aimed at attaining a middle-
income level, and offering high quality living standards to its citizens. The target
for economic growth is 10 per cent viewed as appropriate in achieving a faster
rate of expanding the productive capacities to create decent jobs and offer higher
incomes to those employed. During the first MTP (2008-2012), the government
committed to create a total of 1 million jobs annually to address the issue of
unemployment as and enhance skills training. In the second MTP (2013-2017)
employment was projected to grow from 723,000 in 2013 to 1,432,000 in 2016.
However, in the period, the economy was only able to create 755,800 and 897,000
jobs with GDP growth at 5.9 and 5.8 per cent, respectively. The number of those
seeking employment opportunities has continued to rise faster than the number
of jobs created. With the 2015/16 KIHBS report showing that unemployment rate
declined to 7.4 per cent in the last decade with a labour force participation of 77.4
per cent, it means that 22.6 per cent of the labour force have given up their quest
for search of decent jobs in Kenya.

The structure of employment has changed over time with the informal sector
taking a leading role in job creation as indicated in Table 1. The contribution of the
informal sector to total employment has increased from 10.4 per cent in 1972 to
46.9 per cent and 83 per cent in 1992 and 2016 respectively. This was despite the
second MTP targeting to balance the contribution of formal and informal sector
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employment at 71 and 29 per cent, respectively. The high share of informal jobs
means that a high number of youths joining the labour market may be earning a
living in the informal sector; these are low income jobs with high job insecurity,
it means that a high proportion of the labour force is not engaged in decent jobs.
As such, effective employment creation policies and strategies should stress both
numbers of jobs created and their quality (Government of Kenya, 2013).

Table 1: Average and Actual Informal and Formal Employments Across
Selected Years

Unemployment rate Formal Average | Average | Average
GDP investment
growth | rate
rate
Period Average Average Average Average | (%) (%) (%) to GDP
actual growth rate | actual growth
levels levels rate (%)
(millions) (millions)
2000-2002 4.6 10.7 1.7 0.1 12.7 1.6 17.9
2003-2007 6.6 8.1 1.8 2.3 9.7 5.1 18.3
2008-2016 10.6 6.7 2.3 3.5 7.4 5.0 19.7

Source: Kenya National Bureau of Statistics (Various), Economic Survey

The inability to create enough formal jobs at the same rate as the rising youth
population and the growing number of those being churned out of institutions of
learning portends more joblessness in the future. It is against this background,
that this study was carried out to analyze the labour demand pattern across sectors
in Kenya, to identify those that are labour intensive and therefore with higher
potential to create more jobs as envisaged in the “Big Four” agenda. The study
uses data sourced from the KNBS covering the period 2000 to 2016. The key focus
is on sectors with heavy presence of the private sector including manufacturing,
construction, wholesale and retail trade, agriculture and the blue economy. While
informal employment dominates the labour market, there is no disaggregated
(sub sector) data to allow for in-depth analysis. As such, the sectoral analysis
focuses more on the formal sector.

The rest of the paper is organised as follows. The next section 2 looks at
employment trends in Kenya and details trends in total employment in the public
and private, formal and informal sector. Section 3 examines employment in
agriculture and the blue economy while Section 4 examines the wholesale and
retail trade. Section 5 looks at employment in the manufacturing sector while
Section 6 looks at the construction industry. Section 7 provides the conclusion
and policy recommendations.




2, Employment Trends in Kenya

2.1 Introduction

Unemployment rate in Kenya declined to 7.4 per cent in 2016, although the number
of unemployed persons did not change significantly. Moreover, while growth in
economic activity is related to growth in employment, it is important that such
growth is realized in the sectors with high absorptive labour capacity. The informal
sector in Kenya dominates the employment market but growth in employment in
the informal sector is slowing down while growth in the formal sector is not strong
enough to attain the targeted balance of informal and formal employment. The
private sector dominates in terms of demand for labour, but creating an enabling
environment is critical in securing private sector employment. While the wholesale
and retail trade attract more labour given the minimal start-up capital, reducing
the cost of doing business will help in diversifying opportunities for employment.

Total employment in Kenya increased from 0.804 million workers in 1972 to 9.0
million in 2006 and 15.9 million in 2016. As a result, the level of unemployment
dropped from 12.7 per cent as evidenced in the KIBHS 2005/06 to 7.4 per cent
recorded in the KITHBS 2015/16. The number of persons unemployed increased
from 1.5 million in 2009 household census to 1.9 million in the KIHBS 2005/06.
However, this declined to 1.4 million in 2015/16 (KNBS, 2018). Equally, the
economically inactive population has increased from 4.7 million in the year 2009
to 5.3 million in 2005/06 and increased further to 5.6 million in 2015/16. Most of
the unemployed are youth aged 35 years and below, with the unemployment rate
of 85 per cent while those of 18- and 34-years experience unemployment rate of
53 per cent according to the KIHBS 2015/16.

Growth in employment is highly correlated to growth in economic activity as
measured by GDP. However, for economic growth to create jobs, it is critical that
there is boom in activity sectors with high labour absorption capacity. During the
implementation of ERS (2003-2007), GDP growth rate averaged 5.4 per cent, with
a significant contribution from agricultural, financial, tourism and manufacturing
sectors. Total employment growth rates averaged 6.4 per cent as indicated in
Figure 1. After the slow growth in 2008 that saw the economy grow by only 1.7 per
cent, the recovery path is yet to achieve the 7.0 per cent growth realized in 2007.
As a result, with an average economic growth of 5.0 per cent in the period 2009-
2016, total employment growth slowed marginally to an average of 6.1 per cent.
In the same period, total investment to GDP ratio increased from 18.6 per cent in
2006 to 20.2 per cent in 2016, remaining below the envisaged 30 per cent in the
Kenya Vision 2030 to sustain a double-digit growth rate.

Over time, the gap between the targeted jobs and actual jobs has increased.
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Figure 1: Growth in GDP and employment, 2000-2015
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Figure 2 shows that in the implementation of the MTPI and II, the gap increases
during the implementation period of the plan. This is as a result of slowed growth
in investment in the country, which partly resulted in slow growth in GDP.
Investment to GDP ratio increased marginally from 18.3 per cent for the period
2003-2007 to 20.6 per cent for the period 2008-2012. However, this declined
in the second MTP period to 18.4 per cent (2013-2017). As a result, GDP growth
dropped from an average of 5.1 for the period 2003-2007 to an average of 4.5 per
cent in the MTPI. This increased to 5.5 per cent in the MTPII but still remained
way below the 10 per cent envisaged in the Vision 2030. This led to an increased
gap between the actual and targeted jobs as shown in Figure 2.

Figure 2: Actual versus targeted jobs: ESR, MTPI and MTPII 2003-
2017
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2.2 Formal vs Informal Employment

Informal employment dominates employment creation in the labour market.
This is because informal employment growth rate averaging 7.6 per cent in the
period 2000-2016 was much higher compared to the 2.6 per cent growth rate
in the formal employment. Even though the informal employment growth rate
declined from an average rate of 8.1 per cent during the ERS to 6.7 per cent with
the implementation of the Vision 2030 in 2009-2016, the increase in growth of
formal employment realized then was not strong enough, having increased from
2.3 per cent to 3.7 per cent. This may partly be explained by the wider gaps in
actual vs target in the formal employment compared to informal employment as
indicated in Figure 3.

This notwithstanding, the labour absorptive capacity in the informal employment
is declining fast as indicated in Figure 3. In the period following the global financial
crisis, growth in informal employment declined from 9.2 per cent in 2009 to 6.0
per cent in 2016. This means that even though the average new jobs created in
the sector have increased from an average of 476,000 in 2003-07 to 670,000 in
2009-16, more jobs would have been created if there was a stronger growth. In the
same period, although an increased growth in formal employment was realized,
this only saw the average new jobs created increase from 42,400 to 84,400. This
may explain the decline in unemployment rate from 12.7 per cent and 7.4 per cent,
according to KIHBS 2005/06 and 2015/16, respectively.

The high share of informal jobs means that high number of youths are earning a
living in the informal sector. Currently, jobs in the informal sector are characterized
bylowincomes andjobinsecurity. On Labour Day 2017, the government announced

Figure 3: Actual versus target employment for formal, informal and
total employment, 2013-2017
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Figure 4: Proportionate share of the informal and formal sector 2000-
2016
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new statutory minimum wage rates that reflected 18.0 per cent increase in the
wages specified in both the regulation of wages Agriculture Order, 2017 and the
Regulation of Wage. The Collective Bargaining Agreements Registered by the
Employment and Labour Relations Court, 2016-2017 indicated that the average
wage for employees across the sector was 27,164. The formal sector recorded
high average wage earnings per employee with the public sector recording higher
average earnings than the private sector. The leading earning activities in the
private sector include extraterrestrial activities, finance and insurance, electricity
and gas and administration and support with annual average earnings of 3.2,
1.8,1.6, 1.4 million, respectively. Average earnings in manufacturing, construction
and agriculture are 0.45, 0.65 and 0,33 million, respectively. In the public sector,
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leading earning activities include finance and insurance, transport and storage
and accommodation and food services with average earnings of 1.7, 1.6 and 1.5
million, respectively. Public manufacturing, construction and agriculture have
average earnings of 0.88, 0.72 and 0.42 million, respectively.

Figure 4 shows that wholesale and retail trade, hotel and restaurant contributed
significantly (over 50%) to the stock of labour over time. This is attributable to
the lower capital required in starting such businesses, more so the retail trade.
Equally, the small to medium sized retail and wholesale trade do not require highly
technical skills and are thus easy to start. For the formal sector, the education
sector shared the highest of the labour stock of 2.6 million in 2016 as shown in
Figure 4.

2.3 Private vs Public Sector Employment

The private sector dominates in formal employment with its share increasing
steadily from 61.8 per cent in 2003 to 67.2 per cent, 70.1 per cent and 71.1 per
cent in 2008, 2013 and 2016, respectively, as demonstrated in Figure 5. This was
mainly attributed to higher average private sector employment growth of 3.8
per cent in 2000-2016 as compared to the public sector at 0.42 per cent. This
notwithstanding, growth in private sector employment has slowed from 4.3 per
cent during the ERS to 4.0 per cent in the period of implementing the Vision 2030.

In the recent past, the private sector has witnessed job losses with various
companies closing down or trimming the jobs. For example, the period 2014
to 2016 saw manufacturing companies such as Eveready East Africa, Cadbury,
Sameer Africa and Tata Chemicals close down citing high cost of production
(for example in electricity costs) and due to generally unfavourable business
environment. Further, such companies as Coca-Cola, Toyota Kenya, Kenya
Airways, giant retail chains such as Nakumatt, Mumias and several banks (Equity,
KCB, Sidian, Ecobank, Family, Bank of Africa, and Standard Chartered) have
cut down their jobs substantially, while Reckitt & Benkiser, Procter & Gamble,
Bridgestone, Colgate Palmolive, Johnson & Johnson and Unilever have all
relocated or restructured their operations mostly to Egypt or South Africa mainly
on account of high production costs and unfavourable business environment.

Labour-intensive activities in the private sector are diverse and include wholesale
and retail trade with a contribution of approximately 17.7 per cent; agriculture,
forestry and fishing with a contribution of 15.9 per cent; and manufacturing with
average contribution of 14.9 per cent. Others are education, transport and storage,
construction and financial and insurance activity with contribution of 10.27, and
8.4 and 7.2 per cent, respectively. The lower level of capital required in starting
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Figure 5: Public vs private employment; employment growth in public
and private sector; labour intensive activities in the private sector,
2000-2016
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Labour Intensive Activities in the Private Sector, 2000-2016
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most of the wholesale and retail trade business and the low level of regulation in
the sector is one of the factors leading to high level of job creation in this sector.

The public sector is dominated by education and administrative activities, which
had a contribution of 44 per cent and 30 per cent, respectively. This is followed
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Figure 6: Labour intensive activities in the public sector, 2000-2016
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Source: Authors’ compilation using data from Kenya National Bureau of
Statistics (Various), Economic Survey

Figure 7: Proportionate share of the public formal employment across
various sectors

by agriculture, forestry and fisheries and human health and social work activities
that had a contribution of 5.6 and of 4 per cent of the total labour force in the
public sector, respectively, in 2016.
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3. Employment in Agriculture and the Blue Economy

3.1 Introduction

The agricultural sector contribution to formal employment demand is significant
at 13.6 per cent and is the mainstay of the economy. However, fluctuations
in employment demand reflect on the weather effects with significant dips
experienced during severe droughts. In addition, three industrial crops, namely
tea, coffee and sugarcane dominate (over 50%) formal employment in the
agricultural sector. The only component in agriculture that forms part of the blue
economy is freshwater and marine fisheries which contribute 0.14 per cent of
total agriculture employment. With a target to create 20,000 new jobs in the blue
economy, and assuming the current proportionate contributions to employment,
fisheries would be expected to create about 960 new jobs which translates to 192
jobs per year. This will require significant investments to grow the fisheries sector.

Agriculture contributes an average of 30 per cent to GDP, over 16 per cent of
formal employment, in addition to 3 per cent of the total labour force and 0.01
per cent of the total population. Before 2007, there was a consistent increase in
total employment in agriculture but thereafter, employment in the sector has been
highly volatile, reflecting the intensified adverse weather conditions as indicated
in Figure 8. For example, there was a significant drop in employment in the sector
following the severe weather conditions in 2011 which adversely affected activity
in the sector especially because of reliance on rain-fed agriculture.

Over 50 per cent of employment in the agricultural sector is in three key industrial
crops, namely tea, coffee and sugar. The performance of these crops has significant
impact on creation of jobs in the agricultural sector. The proposed mechanization
in tea and coffee production processes and drops in exports of these major cash
crops for Kenya therefore portend reduction in job opportunities for those already
employed and to the prospective job seekers in the agricultural sector. The sugar
industry has been plagued by sugar imports that flood the market, thus driving
most local industries out of business. These factors impact negatively on job
creation prospects for the unemployed youths.

3.2 Blue Economy

In line with the government’s “Big Four” agenda in enhancing manufacturing,
the focus on blue economy is to enhance fish processing in which the government
intends to inject U$ 20 million on fish feed mill investment. Among the specific
initiatives the government aims to take is identify two aquaculture investors,
identify key local/foreign investors to invest in fish feed mill and develop blue

10
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Figure 8: Growth in employment in agriculture, 2000-2015

Figure 9: Employment in agriculture by activity, 2000-2016
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ocean policy. The full implementation of this blue economy strategy is expected to
create an estimated 20,000 jobs.

Blue economy encompasses activities of fisheries and aquaculture, maritime
transport and logistics, extractive industries and culture, tourism leisure and
lifestyle. Annually, the blue economy generates US$ 1.78 billion, with maritime
transport contributing US$ 0.73 billion (40% of total sector output), fisheries US$
0.5 billion (277%) and tourism US$ 0.6 billion (33%) (Kenya Maritime Authority,
2016).

11



Labour demand in Kenya: Sectoral analysis

According to the Kenya Marine and Fisheries Institute (KMFI), Kenya’s blue
economy is currently centred on fisheries and aquaculture and sea transport. To
benefit more from the vast oceanic resources, the country needs to also engage
on ocean renewable energy, offshore oil and gas exploration, coastal and cruise
tourism, deep and short sea shipping, blue biotechnology, extractives and marine
aquatic products. However, lack of a national marine integrated policy (national
policy) to streamline the exploitation of oceanic resources for shared prosperity
and fish processing industries in towns near large water bodies such as Baringo,
Turkana, Lodwar, key towns along Lake Victoria and the coast, low investments
in the blue economy sector and illegal fishing are some of the key factors holding
Kenya from fully exploiting her multibillion blue economy resources for improved
GDP growth and creation of job opportunities.

Preliminary analysis of the blue economy indicates that the sector has potential
to create numerous jobs and contribute significantly to Kenya’s GDP. The service
activities incidental to water transport contribute about 40 per cent of the output
in the blue economy, followed by processing and preservation of fish, crustaceans
and molluscs and sea and coastal passenger water transport as shown in Figure
10. Evidently, the country is yet to embrace labour intensive activities such green
oceanic energy and other extractives, and ship and boat building. All these needs
to be exploited if Kenya is to reap from the massive marine resources awaiting
transformation. Green energy from oceanic sources, fisheries and aquaculture,
and ship and boat building are all very key in the government’s “Big Four”
agenda. These would ensure there is cheap, quality and reliable energy for the
manufacturing sector and fisheries sub-sector. With a target of 20,000 new
jobs (which is about 4,000 new jobs per day), and if the current contributions
to employment is maintained, it means that for example, marine and freshwater
fisheries will need to create 960 new jobs (about 192 jobs per year).With the
current rate of generating new jobs it would imply significant growth in fisheries.

Obura et al (2017) in a Western Indian Ocean Economy report identifies the rapid
increase in population and the high reliance on marine resources for sustenance
of livelihood as some of the reasons why there has been stunted growth in the
blue economy in the western Indian ocean including Kenya. Around the world,
population growth in the coastal zone is generally double the national average, as
people are attracted to the coasts by the cities, and jobs in transport and tourism.
These pressures from growing coastal populations threaten the economic sectors
and people that depend on them.
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Figure 10: Blue economy labour contributions by activity, 2000-2016
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4. Employment in Wholesale and Retail Trade

The wholesale and retail trade are labour intensive activities in the formal sector
with a contribution of close to 10 per cent of the total labour demand in the formal
sector. According to the Kenya National Bureau of Statistics, this sector is among
the top five major contributors to the country’s GDP. The sector is among the
three largest employers in the private sector. The reason behind the strong growth
in labour demand in the wholesale and retail sale is the tapping from a vibrant
manufacturing sector for locally produced goods and liberalized trade regime for
imported products. As at 2016, wholesale of agricultural raw materials and live
animals and the repair and maintenance of motor vehicles and non-specialized
wholesale trade were the major contributors to total employment in this sector.
For the retail sub-sector, the retail sale through stalls and markets of other goods,
and non-specialized wholesale trade were the leading key sub-sectors in terms of
employments.

The significance of the wholesale and retail trade as an engine for Kenya’s
economic growth is underscored in the Vision 2030 where the government targets
to raise the share of products sold through the formal retail channels to trigger
an increase in GDP by Ksh 50 billion and stimulate consumer demand driven
investment opportunities especially among SMEs and the agricultural sector.
However, the retail sector projected growth has been elusive as demonstrated by
the performance of the sector in the last ten years. The effects of post-election
violence in the year 2008 that saw the sector grow by 4.8 per cent down from 11.3
per cent, and the general late payments that seem to have taken effect from the
year 2014 have made the sector record the lowest growth of 3.8 per in the year
2016.

Kenya’s wholesale and retail sector is highly rated in the region. For example, the
Oxford Business Group ranks Kenya as the second most developed wholesale and
retail sector in Africa after South Africa. Euro Monitor, notes that over the past
five years, the average value of consumer spending has risen by as much as 67
per cent, making Kenya the continent’s fastest growing retail market. According
to Cytonn Kenya’s retail sector analysis report of 2014, the drive-in retail sector
growth is attributed to 85 per cent of the consumers preferring to shop in formal
retail stores. This has triggered unprecedented development of retail space and
retail branch networks to respond to consumer demand for shopping convenience
that the supermarkets offer. This investor confidence has led to penetration of
international retail chain companies such as Massmart Holding’s Game, Carrefour
and Botswana’s Choppies. The government through the National Trade Policy has
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Figure 11: Growth in wholesale and retail sector and employment by
wholesale and retail by activities, 2000-2015
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set stage to stimulate growth of the retail sector through measures that include
establishment of a business friendly legal and regulatory framework aimed at
spurring the sector’s growth to the heights that are envisaged in the Vision 2030.
This as a result will go a long way in creating decent jobs for the Kenyan youth.

Wholesale dominates the sector, contributing on average 42.8 per cent of total
employment in the sector while retail contributes an average of 36.8 per cent.
The key driver of employment in the sub-sector is wholesale of agricultural
raw materials and live animals which contributes about 41.3 per cent of the
employment. For the retail, the key driver is the retail sale through stalls and
markets of other goods which, on average, contribute 30.5 per cent. As the retail
continues to expand, the share of wholesale is shrinking. Further, the share of
agricultural raw materials and live animals is shrinking as that of non-specialized
wholesale trade is expanding. This could partly explain the slowing growth of the
sector especially after 2010 as shown in Figure 11.

The wholesale and retail sector in Kenya has had its fair challenges in recent times,
starting with Uchumi that was declared insolvent in 2006, to Nakumatt that
has closed almost all its branches. According to a report by Cytonn Investment
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Figure 12: Retail trade
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Company in 2018, most of these retail outlets are going under due to unsustainable
growth model, where they engaged in rapid expansion with no consideration of
profits from the new outlets. This left the retail chains with little or no money
to pay owed creditors and suppliers, and salary for workers. The suppliers and
creditors then recourse to auctioning of properties when their payments were not
forthcoming, while the workers choose to engage in labour strikes. The actions led
to massive closure of branches and job losses. Future closure of branches will only
render more youths to be unemployed.




5. Employment in Manufacturing

5.1 Introduction

The government is targeting to accelerate growth of the manufacturing sector to
create more employment opportunities especially for the youth. In the “Big Four”
agenda, the target is mainly in agro-processing, leather and textile industries
while with affordable housing this should serve to promote other sub-sectors in
the manufacturing sector. That notwithstanding, the informal sector dominates
employment in the manufacturing sector and value chains because most of the
products are yet to be fully exploited to expand the opportunities for job creation.
For example, with the textile and leather industries, a significant proportion is
manufacturing with little indirect jobs created in the value chain. Similarly, while
the non-agro processing sub-sectors of the manufacturing sector contribute
only 26 per cent of labour, there is opportunity to create job opportunities by
shifting to higher complex products for example in pharmaceuticals and iron and
steel industries, to give the economy a more competitive edge at domestic and
international level. In addition, addressing challenges facing the cement industry
will allow it to exploit the opportunities being opened by the affordable housing
project and the infrastructure projects.

The government has developed key policies and strategies to spur growth in the
domestic manufacturing sector. Under the Kenya Vision 2030, the country’s
long-term development agenda, the country aims to have a ‘robust, diversified
and competitive manufacturing sector. The intention was to achieve this through
various strategies including restructuring key local industries that use local
raw materials but remain uncompetitive, and exploiting opportunities in value
addition to local agricultural produce and adding value to intermediate imports
and capturing the ‘last step’ of value addition (for example in metals and plastics).

In 2015, the government launched the Kenya Industrial Transformation
Programme (KITP) guided by the Kenya Vision 2030. KITP targets to accelerate
growth of the manufacturing sector to reverse its declining contribution to GDP
and manufactured exports as shown in Table 2. The programme also aims to
double the formal manufacturing sector jobs to nearly 700,000. To achieve these,
the following strategies are proposed: launching sector-specific flagship projects
(textiles, leather, construction, energy), developing Kenyan small and medium
enterprises (SMEs), and creating an enabling environment to accelerate industrial
development. The full implementation of the government agenda is not only going
to improve the quality of life but also create more jobs for its citizens.
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Table 2: The performance of the manufacturing sector (2010-2016)

Output in Millions 1258,527 | 1,580,776 E 1,737,699 | 1,820,369 | 1,976,793 E

Capital Investment in 23.6 26.5 38.5 48.0 44.2 48.1 51.2
EPZ (billions)

Value of Output 1,620 1,738 1,822 1,977 2,132
(billions)

Credit (billions) 112.4 146.3 169.6 182.6

237.9 290.8 277.4

Source: KNBS (2013- 2017), Economic Survey
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Figure 13: Growth in employment in the manufacture, 2000-2015
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Manufacturing has a critical role to play in sustaining growth and generating
employment as envisaged in the Kenya Vision 2030. The sector employs an
average of 19 per cent of total employment, constituting an average of 14 per cent
and 20.8 per cent of total formal and informal employment, respectively. While
the average growth in employment in the period 2000-2016 was 6.2 per cent,
growth in formal employment averaged 2.9 per cent while growth in the informal
employment averaged 6.6 per cent as indicated in Figure 13. As a result, the
proportion of formal employment in the manufacturing sector has continued to
shrink over time as the informal sector took a dominating proportion, increasing
to 89.6 per cent in 2016. Local employment by the Export Processing Zones have
equally grown from slightly above 30,000 in 2010 to more than 52,000 in 2016.
Going by the strategies in the Kenya Industrial Transformation Programme
(KITP), more jobs are bound to be created if the proposed strategies are actualized.

The manufacturing sector in Kenya can broadly be classified into nine sub-
sectors. The contribution is presented in the Figure 13. Metal and machinery,
food products and the textiles sub-sector have the highest contribution to total
labour in the manufacturing sector. The government in the “Big Four” agenda has
targeted leather and textile and apparel. On the leather industry, the government
endeavors to train and set up 5,000 cottage industries and complete the Machakos
leather park. Upon completion, this is expected to create 5,000 new jobs. On
textile and apparel, the government intends to put up 5 million feet of industrial
shades as well as 200,000 hectares of BT cotton and further train 50,000 youth
and women. The project is expected to create 10,000 apparel jobs and 50,000
cotton jobs.
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Figure 14: Proportionate share of manufacturing sub-sector
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5.2 Agro-processing

Agro-processing contributes about 70 per cent of total employment in the
formal manufacturing sector. The sub-sector is dominated by manufacture of
food products that take about 48 per cent of the total labour stock followed by
textile manufacturing which shares about a third. The shares of employment by
the various industries in agro-processing are captured in Figure 14. In general,
agro-processing saw an average growth in employment of 2.1 per cent in the
period 2003-2016 mainly attributed to significant growth in employment in
leather and textile industries which contribute about 34 per cent of the labour
stock in agro-processing. In the period that the country experienced very severe
drought in 2011, there was a significant drop in generation of new jobs across all
industries. Similarly, growth in employment in the sector slowed between 2008
and 2010, a period after the post-election period and the global financial crisis.

Figure 15: Proportionate employment shares across in agro-processing
sector
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More importantly, growth in agro-processing employment mimicked trends in
the textile industry. As such, efforts to grow agro-processing with enhanced textile
industry would play a key role in determining the trends in the sub-sector.

5.3 Manufacture of textiles

Kenya’s textile industry has a role to play in moving the economy to upper middle-
incomestatus and in creating meaningful job opportunities for the growing youthful
population. The African Growth and Opportunity Act (AGOA) gives Sub-Saharan
African countries duty and quota free access to the United States, thus offering a
substantial competitive advantage over other textile-apparel exporting countries.
The AGOA arrangement has seen Kenya’s apparel export increase from US$ 8.5
million in 2002 to US$ 440 million in 2017. Over the same period, almost 50,000
workers were employed in the Export Processing Zones (EPZs). The government
intends to take further advantage of AGOA and enhance the local growing and
weaving of cotton. Besides revenue, the expansion of these industries will create
more employment opportunities for the youth and women. The government as
part of the “Big Four” agenda pledged to support farmers in growing cotton with
a promise to buy it back. The government has equally succeeded in the revival
of Rivatex and now intends to give incentives to investors to build more modern
ginneries and textile manufacturing plants.

In the textile sector, 86 per cent of the labour stock is engaged in manufacturing.
Of these, 37 per cent are in the manufacture of wearing apparel and 26 per cent
in the made-up textile articles. Over time though, there have been shifts across
the various activities with narrowing engagement in the preparation and spinning
of textile fibres while the manufacture of wearing apparel and made-up textiles
articles is taking a sizeable proportion of employment. This implies that as the
country gears to expanding the textile industry, there is need to focus on the whole
value chain in generating employment opportunities.

Labour demand in the textile industry has had mixed outcomes since 2002,
registering a significant decline in total labour stock in the year 2011. This can be
attributed to decline in textile production during the year, occasioned by decline
in the production of towelling materials and gunny bags in 2011. However, more
job opportunities were created from 2014, mainly due to the opening of new
processing plants, diversification of products, increased capacity utilization and
a construction boom leading to increased regional trade especially for firms
exporting manufactured goods.
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5.4 Leather industry

The main driverin theleatherindustryis manufacture of footwear which represents
61 per cent of the total labour demand in the industry. The other relatively labour
intensive activity is tanning and dressing of leather and dressing and dyeing of fur.
The industry has potentials in job creation, having recorded a growth of 5 per cent
since the year 2001. Therefore, more focus on the leather value chain is likely to
create more job opportunities.

Trends in aggregate job creation across the industry reveals a positive trend and
outlook in the sector, having created an average of 150 jobs annually since the
year 2001. The sector recorded the highest number of jobs in the year 2008 due
to a modest growth of the leather and footwear industry by 1.8 per cent buoyed
by growth in production of unfinished leather. This was, however, short lived as
the industry has been struggling since the year 2009 in creating decent jobs for
youth and women. In the “Big Four” agenda, the government intends to train and
set up 5,000 cottage industries, complete the Machakos leather park and identify
three other parks. This is expected to create 5,000 jobs by the end of the 2018/19
financial year and 50,000 jobs by the year 2022.

Figure 16: Labour stock in wood and wood products by activity, 2000-
2016
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5.5 Wood products

In the wood and wood-related activities, the main activity is in saw milling and
planning of wood with a contribution of nearly 30 per cent in the total labour
stock. The other labour-intensive activities in this sub-sector are the manufacture
of furniture with a contribution of 21 per cent of total employment in the sub-
sector. Others are silver culture and other forestry activities and manufacture of
other articles of wood with a labour stock contribution of 18, 16 and 12 per cent,
respectively. Some of the key developments in this sector that are likely to impact
on the number of jobs in the sector include the reopening of the Webuye-based
Rai Paper Mill, formerly Pan African Paper Mill, after it was bought for Ksh 9oo
million by Rai Group of Companies. The company is working to overcome the
challenges in the revival process, with the first line expected to create close to 700
jobs and the second line 1,000 jobs. Upon completion, the company is expected
to create close to 3,000 jobs. The sector is equally struggling with the government
total ban on logging as it seeks to increase the country’s forest cover.

5.6 Non-agro processing manufacture

In this category of manufacturing sector, the study looked at chemical and
allied, plastics and non-metallics, metals and machinery industries. These
industries together contributed on average 26 per cent of formal employment in
manufacturing, with plastic and non-metal and the metal industries contributing
about a third each of the employment. This structure of the industries has not
changed significantly over time as indicated in Figure 17.

Figure 17: Employment in non- agro processing industries, 2000-2015
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5.7 Machinery

In the machinery sub-sector, only about 20 per cent activity is undertaken in
the manufacturing sector. While machinery industry contributed on average 16
per cent of the labour force in the manufacturing sector, the broader sub-sector
contributes less than 3 per cent of the overall formal employment in the country. A
significant proportion (47%) is in maintenance and repair of motor vehicles. This
therefore requires enhancement of the skills of young people, especially for them to
take up jobs in the assembly of motor vehicles. The other sub-sector that is labour
intensive is the wholesale of machinery and equipment with a labour contribution
of 15.4 per cent while sale of motor vehicles and repair of consumer electronics
have labour stock contribution of 12 per cent and 8 per cent, respectively. As such,
the recent efforts to grow the motor industry will make significant contribution to
the sub-sector.

In the recent past, the Kenyan market has witnessed entry of new international
car manufacturers and re-entry of companies that had exited the market and the
expansion of those on the ground. Peugeot, a French car assembler that closed
in 2002, commenced Peugeot brand vehicle assembly in June 2017. Volkswagen
has equally started assembly of Volkswagen Vivo cars, which come with a three-
year warranty, three year service plan and after-sale services. Toyota company has
further opened up assembly plant in Mombasa while Tata motors from India was
launched in 20009, setting a base for entry into the East African market. Volvo is
planning to roll out an assembly line for lorries in 2018 in partnership with local

Figure 18: Labour distribution in machinery by activity, 2000-2016

Repair of consumer electronics and other machinery

h

Wholesale of other

e

y and equip
Maintenance and repair of motor vehicles

Sale of motor vehicles

5

Manufacture of air and spacecraft and related...
Manufacture of motorcycles

Manufacture and assembly of motor vehicles

Ma nufacture of electric motors, generators,...
Ma nufacture of other general-purpose machinery .6%

0.0% 5.0% 10.0%15.0%20.0%25.0%30.0% 35.0%40.0%45.0%50.0%
Source: Authors’ compilation using data from Kenya National Bureau of
Statistics (Various), Economic Survey

24



Employment in manufacturing

Figure 19: Metal and allied labour contribution by activity
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firm NECST Motors. Honda also has plans to produce motor cycles using local
materials.

Kenya is yet to make a breakthrough with locally manufactured vehicles. The
first attempt for Kenya to have a car manufacturing plant was in 1986 when the
former President Moi commissioned the University of Nairobi to develop a car
affordable to Kenyans. His motivation was to have a car that was built in Kenya,
by Kenyans unlike the foreign models that were being assembled across Africa.
This saw the Nyayo Pioneer prototype launched in 1990 with the ability to run
at 120 kilometers per hour. However, due to inadequate capacity in automobile
engineering and funding, the Nyayo Motor Corporation established to do mass
production did not pick up. Kenya thus lost an opportunity to build capabilities in
the vehicle manufacturing industry.

The machinery sub-sector was able to create an average of 1,700 jobs annually
since the year 2001. However, job opportunities declined in 2012 partly due to
decline in import quantities of road motor vehicles by 14.1 per cent occasioned
by the weakening Kenya Shilling and disruption of imports from Japan following
the tsunami crisis. The decline in jobs for the year 2008 can also be attributed to
the post-election violence and the global financial crisis. In the last five years, the
sector has created 14,000 jobs, demonstrating the huge potential of the sector to
create decent jobs for Kenyan youths if appropriate policies are in place to support
the sector.
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Figure 20: Plastic Glass and Non-Metallic goods, Labour Contribution
by Activity, 2000-2016
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5.8 Metal and Allied industry

The metal and allied industry contributed on average 29.8 per cent of total labour
stock in the manufacturing sector, with the manufacture of other fabricated metal
products contributing close to 45 per cent of the total labour in the industry.
Other labour intensive activities in the industry are the manufacture of basic iron
and steel with a contribution of approximately 35 per cent of the total labour stock
(Figure 19). It is expected that with the anticipated development of affordable
housing, the iron and steel industry will grow.

The consumption of steel in Kenya in 2008 stood at 0.9 million metric tons. It is
projected that in 2030 the consumption will be 2.9 million metric tons. The Kenyan
steel industry lags behind the global practice in terms of capacity utilization and
efficiency. Global average capacity utilization rate was 72 per cent while in Kenya
it was only 46 per cent on average. Nevertheless, steel consumption has been
increasing steadily in the country. The demand had been satisfied mainly through
imports. The balance of trade in the country has been worsened since most of the
steel scrap is being exported and semi-processed steel imported.

26



Employment in manufacturing

Figure 21: Labour stock distribution in the chemicals and allied by
activity, 2000-2016
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5.9 Plastic, Glass and other non-metallic products

This industry contributes on average 30 per cent to total manufacturing formal
employment with the manufacture of plastic products constituting about 38.2 per
cent of employment in this category of the manufacturing sector. The category
has seen a significant drop in growth rate from 6.75 per cent in the period 2003-
2007, to 0.25 per cent in the period after. For manufacture of plastics, which is
the key driver, growth in employment dropped from 7.7 per cent to -0.3 per cent
in the same periods. Growth in employment in manufacture of cement tripled, on
average, during the period.

The total ban on plastic bags in Kenya that took effect on 28th August 2017
has had a negative impact on the level of jobs created in this sector. The Kenya
Association of Manufacturers estimate that close to 60,000 jobs were lost through
the ban. Already, several companies have closed business in Kenya, for example
Kensalt, Silpack industries, King plastics, General plastics, Polythene Industries
and Poliflex Industries following the ban.

5.10 Chemical and Allied

Chemicals and allied industry contribute on average 23.8 per cent of the labour
force in the manufacturing sector, with manufacture of soap and detergents,
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cleaning and polishing preparations, perfumes and toiletries preparation sharing
21 per cent and manufacture of pharmaceuticals, medicinal chemical and botanical
products 16 per cent (Figure 21). The sector saw a significant decline in 2008
due to decline in import volumes for raw materials used in the manufacturing of
these products following the post-election violence while the 30 per cent decline
recorded in export quantum indices for chemicals for the year 2011 could have
also led to decline in job opportunities during the time period. Nevertheless, the
sector has a growth potential having created an average of 1,200 jobs annually
since the year 2001. For the manufacture of pharmaceuticals, employment growth
increased from 2.1 per cent in 2003-2007 to 3.1 per cent in the period after. There
is evidence that by shifting to more complex products in the pharmaceuticals, the
industry would accelerate its growth.

The pharmaceutical industry consists of three segments, namely the
manufacturers, distributors and retailers. All these play a major role in supporting
the country’s health sector which is estimated to have about 4,557 health facilities
countrywide. Kenya is currently the largest producer of pharmaceutical products
in the Common Market for Eastern and Southern Africa (COMESA) region,
supplying about 50 per cent of the regions’ market. Out of the region’s estimate
of 50 recognized pharmaceutical manufacturers, approximately 30 are based in
Kenya. It is approximated that about 9,000 pharmaceutical products have been
registered for sale in Kenya. These are categorized according to particular levels of
outlet as freesales/OTC (Over The Counter), pharmacy technologist dispensable,
or pharmacist dispensable/prescription only.

The market for pharmaceutical products in Kenya is estimated at Ksh 16 billion
per annum . The government, through Kenya Medical Supplies Agency (KEMSA)
is the largest purchaser of drugs manufactured both locally and imported in the
country. It buys about 30 per cent of the drugs in the Kenyan market through an
open-tender system and distributes them to government medical institutions. The
value of Kenyan medicinal and pharmaceutical products exported increased from
Ksh 1.6 billion in 1999 to 6.1 billion in 2015 (Kenya Pharmeutical Industry Report,
2016),
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6. Employment in the Construction Industry

The construction industry is a growing sector considering the mega infrastructure
projects the government is implementing. With the target to implement affordable
housing project under the “Big Four” agenda, the sector is expected to continue
offering job opportunities. The sector is dominated by informal unemployment,
and majority of the employed are unskilled labour. Providing an environment
that assures the investors of their returns in their investments, and ensuring the
government implements projects with high labour absorption levels especially
with high local content and the enhanced training of skills required in the sector
with the growing TVETs will support the sector in securing jobs for the youth.
In addition, there is need to address technology gaps, ensure access to finance
to sustain the demand for labour, and promote maintenance to address the
seasonality of employment engagement in the sector.

Construction has been a fast-growing sector in Kenya, fuelled by mega
infrastructure projects, and is expected to sustain its growth momentum. In 2003-
2016, the construction sector growth averaged 8 per cent while its contribution to
GDP averaged 6 per cent, with a peak of 13.1 per cent growth rate in 2014 against
a GDP growth rate of 4.6 per cent (Table 3). While the sector has contributed on
average 6 per cent growth to the GDP, it has contributed on average 3.6 per cent
and 2.7 per cent of the formal and informal employment, respectively. In the “Big
Four” agenda, the government targets to construct an estimated 500,000 units in
the next five years as it seeks to provide affordable housing to the growing Kenyan
population. The government under the Tax Amendment Bill of 2018 has given
various incentives that are likely to impact positively in the sector. They include
exemption of stamp duty for the purchase of first-time home owners under the
affordable housing scheme. This is likely to increase the uptake of houses and
impact positively on the sector. The bill has equally introduced a housing relief
for persons eligible to apply under affordable housing scheme and saving for the
purchase of a house.
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Table 3: Construction sector’s contribution to GDP, and jobs growth
rate

Year Contribution to GDP Construction Growth rate
(%) growth (%) of jobs (%)

2003 2 1 -2.2

2004 4 4 72.7

2005 4 8 13.8

2006 4 6 -64.5

2007 8 7 53-3

2008 16 8 19.9

2009 15 13 94.3

2010 @ 5 -28.6

2011 4 4 55.0

2012 5 11 64.0

2013 5 6 -40.6

2014 5 13 21.5

2015 5 14 -39.2

2016 5 9 78.4
Average | 6 8 21.3

Source: Authors’ compilation using data from Kenya National Bureau of
Statistics (Various), Economic Survey

The construction industry has a labour stock of close to half a million people
being dominated by the informal sector. A survey conducted by the National
Construction Authority in 2014 indicates that the construction sector in Kenya
depended mainly on unskilled labourers who account for 42 per cent of the
employed labour force within the sector. Skilled workers account for 25 per cent
while semi-skilled workers are 33 per cent. Similarly, the sector has over time seen
an increase in the proportion of informal employment to over 78 per cent in 2016
with an average growth rate of 7.7 per cent compared to formal employment at 2.6
per cent. This notwithstanding, the informal employment growth rate has slowed
over time from double digits in early 2000s to about 6 per cent in 2016. About
51 per cent of the employees in this sector are in other specialized construction
activities, which explains the high proportion of semi-skilled and unskilled
workers working in a construction trade or craft. There are very few engaged in
areas that require highly skilled workers such as the electrical, plumbing, heat,
and air-conditioning installation which involves building service engineers. These
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Figure 22: Formal construction labour contributions by activity, 2000-
2016

Construction of utility projects I 0.49%

Building completion and finishing I 0.84%
Other specialized construction activities Il.ﬁ?.%
Plumbing, heat and air-conditioning installation l.52%

Electrical installation .74%

0.00% 10.00% 20.00% 30.00% 40.00% 50.00% 60.00%
Source: Authors’ compilation using data from Kenya National Bureau of
Statistics (Various), Economic Survey

are areas that tertiary institutions, including technical and vocational training
institutions, have potential in making significant contribution in building the
necessary skills.

The construction sector reveals swings in growth rate in the number of jobs created
over time, which is generally not uncommon especially reflecting instability in the
sector. Figure 22 reflects the trends without capturing the period of constructing
the first phase of the Standard Gauge Railway (SGR). A significant dip is visible
in the period following the 2005 referendum, post-election crisis and financial
crisis. However, a significant recovery is observed as the government started
implementing the Kenya Vision 2030 with the first Medium Term Plan.

A sustained growth of the sector is critical in securing and creating new jobs.
Therefore, implementation of the affordable housing project in the “Big Four”
agenda which is highly labour intensive is expected to create more job opportunities
for the youth. Further, ensuring enhanced local content in other mega projects
such as the second Phase of SGR is an opportunity to generate jobs. In addition,
enhancing maintenance of the infrastructure project will be critical in reducing
the seasonality nature of jobs in the sector.
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Figure 23: Trends in jobs created in construction sector over the
election cycles, 2000-2016

2000 2009 2010 2011 2012 2013 2014 2015

e Total construction employment growth s Construction informal em ployment growth

s Construction formal employment growth

Source: Authors’ compilation using data from Kenya National Bureau of
Statistics (Various), Economic Survey
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7. Conclusion and Policy Recommendations

7.1 Conclusion

The second MTP projected 5 million jobs at an average of 1 million jobs annually.
Over the same period, 1.5 million jobs were to be created in the formal sector while
3.7 million were to be created in the informal sector. However, over the period
to 2016, a total of 3.2 million jobs were created in both the formal and informal
sector with the formal sector creating only 113,000 jobs representing 7 per cent of
the projection. The informal sector created 2.7 million jobs, representing 73 per
cent of the projection. This points to an acute shortfall in the creation of decent
formal jobs for the Kenyan youths seeking employment opportunities.

The manufacturing sector, one of the key sectors in job creation, shows a short
fall as projected in the second MTP. A total of 1.1 million jobs were to be created
by the sector but only 700,000 jobs were created, with most of them being
informal. Projections for formal manufacturing were 338,000 but only 30,000
jobs were created. Informal manufacturing was projected to create 770,000 jobs
of which 670,000 were created. This represents job creation of 8 and 87 per cent,
respectively, for formal and informal manufacturing,.

The manufacturing sector is key in the creation of job opportunities. The sector
is, however, plagued by growing informality that contributes close to 90 per cent
of all the jobs. The informal sector is characterized by low productivity in terms of
low earnings, and stunted growth potential.

More attention should also be given to agro-processing which contributes close to
68 per cent of the labour demand in manufacturing. The textile industry being the
key driver of agro-processing requires local capacity to create value addition along
the production chain for more job opportunities for the unemployed youths. The
textile industry has been able to create an average of 3,000 formal jobs annually
and un-estimated informal jobs. For the year 2015, the sector created 5,000 jobs
of the 6,700 jobs created in agro-processing. In the last five years, the sector has
created close to 30,000 jobs. The manufacture of wearing apparel is the main
driver of the textile industry in terms of job creation.

The other sectors that have positive potential for growth include the machinery
industry that has registered consistent growth in the level of jobs created. The
main driver in this industry is the maintenance and repair of motor vehicles,
highlighting continued importation of second-hand vehicles. The opening of
various assembly lines in the country seems to contribute less to total labour
demand in the sector.
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Formal and informal construction creates an average of 5,000 and 13,000 jobs
annually, respectively. The formal construction is driven by other specialized
construction activities that include construction of foundations, steel bending,
bricklaying and stone setting, roof covering for residential buildings, erection of
chimneys and industrial ovens construction of outdoor swimming pools. Most of
these activities are invariably being undertaken with minimum skills and therefore
the need to enhance the skills required more so in the construction of buildings.

7.2 Policy Recommendations

7.2.1 Manufacturing and the informal sector

Access to credit needs to be increased to enable youths with good entrepreneurial
ideas get funding for startups. This will ensure youthful labour force engage in
productive employments. The NSSF and NHIF Acts could be reviewed to allow
them invest in the informal sector to make the sector more productive and
sustainable for the many youths already engaged in the sector and those yet to
join.

Policy instruments towards reduction of the cost of production, such as removal
of import declaration fee and railway development levy on industrial inputs, and
prompt clearance of VAT refunds are key in growing the manufacturing sector.
This will ensure increased profitability to be reinvested, and more employment
opportunities.

Access to dependable and affordable utilities (electricity and water) can reduce the
cost of production in the industries. Connecting Kenya’s industries to cheap power
sources such as renewable energy as opposed to thermal power will guarantee that
manufacturers face a favourable tariff for cheaper production. Reduced cost of
production can impact positively on investments.

The retail sector remains quite labour intensive. However, going by the recent
massive layoffs, closure and mergers of large retail chains, there is need for the
establishment of regulatory authority for the sector. This will go a long way in
stabilizing this industry and make jobs created in this sector more secure.

Government programmes aimed at enhancing job creation in the blue economy
should focus on the following issues. Plans for fast-tracking the revival of the Kenya
National Shipping Line and developing the maritime transport sector, including
shipping, shipbuilding and repair, marine engineering, and marine insurance
need to be fast-tracked. There is also need to develop the skills needed to grow
the blue economy by training specifically processing and preserving of fish and
maritime transport in the area of construction of ships and floating structures.
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7.2.2 Construction

Construction remains the key employer of many Kenyan youthful population even
though the labour intensive activity is non-specialized construction activities; that
is construction of foundations, steel bending, bricklaying and stone setting and
roof covering for residential buildings. Therefore, there is need to scale up skills in
the building and construction sector through targeted training of the young labour
force to be productively engaged in this sector.

7.2.3 Machinery

Currently, the motor vehicle assembly point in Kenya seems to offer very minimal
job opportunities. To create decent jobs for the Kenyan population, there is
need to create an enabling environment for the companies through favourable
taxation regimes such as special VAT charge of 10 per cent instead of 16 per cent
on imported raw materials. Increased assembly of vehicles locally will open up
many job opportunities for the youths within the assembly points and also in
other connected service areas.

7.2.4 Agro-processing

The Kenya sugar industry has been struggling in the recent past due to various
challenges such as production inefficiencies, influx of imported cheap sugar
into the country and the illicit cross border cheap sugar that finally floods the
Kenyan market. This has either left many sugar industries struggling financially
or closed as scores are left jobless. There is therefore need to stabilize the sugar
industry through protectionist policies, stringent legal framework to curb influx
of illicit cheap sugar and possible privatization of struggling government-owned
companies.

The textile industry is a key employer to many Kenyans. The move by the
government to encourage the growing of cotton and the promise of future
buyout of the harvest is positive. The further opening of the textile industries
such as Rivatex is equally a step in the right direction. There is therefore need
to incentivize local ‘chamaas’ and SACCOs to consider investing in the textile
industries, especially in the manufacture of wearing apparel and made up textile
articles. This will lead to opening of more textile industries in the country to create
employment opportunities.
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Annex

Table A1: Main activities in agro-processing

2016 7,221 17,336 18,106 18,882 7,281 7,516 5,579 209,440
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Table A2: Activities in the textile industry

2016 34,642 7,721 8,879 2,489 1,411 24,835 1,116 5,388 6,115 | 92,596
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Annex

Table A3: Total labour stock of the machinery sub-sector

oo | mow| | oam|  san| rmow)

2016 33,957 10,257 8,528 7,985 98,375
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Table A4: Metal and allied

oo | swa|  wo|  sem| sy mam]

2016 7,985 1,148 3,567 10,257 22,957
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Table A5. Plastic, glass and other non-metallic products

2016 274 2,631 8,603 233 1,866 1,068 5,111 3,568 23,354
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Table A6: Wood and wood products labour stock

2016 10,346 50 101 7,281 4,329 5,579 6,226 1,183 35,095
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Table A7: Leather industry

2016 54 1,159 1,128 3,717 6,058
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Table 1.8: Chemical and allied

2016 4,220

5,485 2,710 2,017 5,080 26,048

44



Table 1.9: Labour stock in the blue economy

2016 315 335 1,380 481 854 122 10,043 13,530
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