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Employment Challenges in Kenya
Jacob Omold

Abstract
This paper explores the employment challenge inyHent focused on the past
employment creation interventions adopted by thentty over time, their outcomes and
the status of the country’'s employment policy. K&syemployment challenge is
manifested in terms of a 12.7 per cent open uneyn@ot rate, 21 per cent
underemployment and a working poor estimated apd6cent of the employed. The
employment challenge is heightened by rapid pouagrowth at 3 per cent per annum,
a youth bulge of 67 per cent of the adult popuigtiow and un-sustained economic
growth, and structural rigidities. The paper esshigls that much of the employment
creation measures adopted by the government haognezed the role of economic
growth in employment. This is despite the low ergpient yield of the country’s
economic growth attributed to sluggish economicngho To reverse the trend in slow
employment growth, Kenya must focus on ensuringp laigd sustained economic growth.
In addition, employment needs to be put at thereeot the country’s macroeconomic
policies. Since a large proportion of the Kenyawola force, even under the best scenario,
will remain in the informal sector, the living stiards of Kenyans will only brighten if the
productivity and employment conditions of inforneshployment improve. It is envisaged
that improving the productivity of the informal s$ec with a well balanced mix of
economic and social policies will make a remarkatadetribution to improve the labour
and living conditions of a large number of Kenyans

Key Words: Employment Challenge, Employment Policy, Kenya

1.0 Context

Kenya aspires to become a globally competitive tyusffering high quality of life to all
her citizens by the year 2030. Attainment of thepigtion hinges on the extent to which
the country is able to create and nurture a corpetand adaptive human resource base
responsive to the rapidly industrializing and gllabag economy. The economic, social
and political pillars of theKenya Vision 2030are anchored on existence of a skilful,
productive, competitive and adaptive human resobase. Creation of productive, decent
and sustainable employment opportunities is, tbeeefat the core of achieving the
country’s Vision.

The Kenya government has continuously articulated heed to create sufficient
employment opportunities to absorb the countryswing labour force. Various short,
medium and long-term employment creation measum@ge halso been undertaken.
However, unemployment, underemployment and the iwgngoor continue to be Kenya’'s
difficult and persistent problems. Kenya’s employtnehallenge is manifested in terms of
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a 12.7 per cent open unemployment rate, 21 per watgremployment and a working
poor estimated at 46 per cent of the employed. éihployment problem is compounded
by rapid population growth, a growing youth popugdatestimated at 67 per cent of the
adult population, low and un-sustained economicmgip and structural rigidities. This

paper seeks to explore the employment challeng&enya. It focuses on the past
employment creation interventions adopted by thenty over time, their outcomes and
the status of the country’s employment policy.

2.0  Past Employment Creation Interventions and Outomes

Kenya’'s employment problem dates to the early desauf political independence in

1963. The government has made various policy pnocements aimed addressing the
country’s employment challenge. In this respecg tountry has moved through three
distinct employment policy intervention periods.egbe were in 1963-1979; 1980-1989;
and 1990 to present (2012). Table 1 gives the ogobf Kenya’'s employment creation

interventions over the period 1963-2012.

Table 1: Typology of Kenya’'s Employment Creation Irterventions
Period

Employment Creation Interventions 1963-1979 1980-1939 | 1990-2012

2

Infrastructure Development \
Rural Development X
Kenyanization

Industrial Policy

Informal Sector Development
Productivity Promotion
Agricultural Promotion

Public Works

Wage Restraint

Active Labour Market Policies
Tripartite Agreements

Education and Training

Employment and Labour Market Policie
Economic Growth

Macroeconomic Management X
Legal and Legislative Reforms X X
Fiscal Measures \ x

Source own elaboration based on government documents.
Key: V- policy measure present; x- policy measure natgue

U
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Table 1 show that Kenya has experimented with abeunof employment creation
interventions since attaining political independeirt 1963. As illustrated in Table 1, up
to 17 different policy measures have been impleswenContinuity has been maintained
in ten of the 17 policy measures.

3.0 Employment Creation Interventions in 1963-1979

The key employment creation measures implementedglthis period included short-

term interventions such as Kenyanization, tripartagreements and public works
programs. The Kenyanization policy (1963-1972) ama increasing employment

opportunities for Kenyans. The strategies that wisel to achieve this included exclusion
of foreigners in rural trade, use of work permits limit employment of expatriates,

redistribution of large agricultural farms and e&sed investment in human capital
formation. Tripartite agreements were used in 196470 and 1979 as emergency
measures of employment creation. They were entenéd between government,

employers and workers. The agreements aimed aasitrg employment levels by at least
10 per cent during the period of the agreementetarn, workers and their trade unions
were to observe a wage freeze and refrain frorkestror any other form of industrial

action. The public works programs were expectegrdvide mass employment in labour-
intensive areas such as road construction.

The short-term measures of employment creation vaeigimented by wage policies,
which initially targeted payment of high wages (494972) before a reversal to a wage
restraint in 1973. While the high wage policy wasamt to cushion workers against unfair
labour practices and trigger productivity growthwas realized that it was unsustainable.
The government thus, in 1973, resorted to wageaiastimplemented through minimum
wage regulation and wage guidelines. During theioperthe government also
implemented long-term employment creation intermgr®. These measures aimed at
promoting economic growth, education and trainiagd infrastructure, agricultural and
industrial development. Others were promotion dbrimal sector growth, productivity
promotion and improvement in labour market inforiorasystems.

Mixed results were realized from the strategiespéetb under broad policy framework of
Kenyanization. Between 1964 and 1972, wage emplaynmereased by approximately
2.8 per cent per annum. Most of the jobs were, ewereated by the government, then
playing the role of an employer of last resort. Sequently, overall employment within
the public service increased. Between 1964 and ,1#flexample, the percentage of
Africans in the public service increased from 1def cent to 97 percent in 1971, a direct
result of the Kenyanization policy. Another outcomé the employment creation
interventions adopted during the period was a 28 gent annual increase in labour
productivity of wage employees and a 6.8 per ceatease in capital-labour ratio. The
implication is that the economy grew more capitdénsive contrary to a desired labour
intensive one consistent with the labour surplusnesof the Kenyan economy.

The Kenyanization was successful in increasindéfel of absorption of native Kenyans
into wage employment sector. This did not, howetranslate into creation of new jobs as
it involved a mere replacement of non-citizens vditizens. The emergency measures of
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employment creation pursued in 1964, 1970 and 1di@d9not also create substantial
employment opportunities. While workers and theadeé unions generally observed
restraint in industrial action and wage increaseeZe, employers failed to increase
employment by the agreed minimum of 10 per ceneragsaged. Instead, majority of

employers opted to convert their existing casuahtractual and temporary workers into
permanent workers. Thus, the tripartite intervemtamly had marginal and temporary
effect as they tended to “force” instead of “faeiling” employment creation. In general,
the measures did not have inbuilt mechanisms feurmy accountability as monitoring

and evaluation mechanisms were absent.

4.0 Employment Creation Interventions in 1980-1989

In 1980-1989, the government deepened the use tivedabour market policies as a
means of employment creation. The active labourkaetgoolicies sought to address the
rapid growth of the labour force, mis-match in Iskilinadequate labour market
information, and the problem of job selectiveneastipularly amongst the youth. The
measures were augmented by interventions targetiage restraint, macroeconomic
management and general economic growth. Others inter@entions aimed at promoting
infrastructure development, agricultural developmanformal sector growth, education
and training, and productivity promotion.

Employment data for the period 1980-1989 shows fioamal sector employment
increased from 1.191 million persons in 1980 to9&.million persons in 1989. This
depicted an annual average growth rate of 5.6 pet. cThe proportion of formal
employment to total employment declined from 84eb gent in 1980 to 76.2 per cent in
1989. During the period, formal employment grevamataverage rate of 3.49 per cent per
annum compared to 9.03 per cent per annum forrrdbsector employment. At the same
time, the economy grew at an average of 4.31 pafr per year. The implication is that
while the rate of creation of jobs in the formattee almost mirrored the rate of growth of
the economy, the subdued economic growth ratedea greater expansion in informal
sector employment.

Active labour market policies generally contribtiwea highly effective supply of labour
by ensuring that the unemployed part of the labborge is actively seeking jobs and has
the qualifications needed to fill new positions.ushthough fronted by the government as
employment creation measures, they are not meawliréctly create more jobs. The
policies are useful in providing important pre-ciichs for creation of jobs, such as
enhancing the link between the supply and demates $f the labour market.

5.0 Employment Creation Interventions in 1990 to 202

The period from 1990 to present (2012) has seegakiernment emphasize use of short,
medium and long-term measures as a means of emefaygeneration. The short and
medium term measures have included public workgraras such as th€azi Kwa Vijana
(jobs for youth), foreign employment, and infrastture and rural development. Others
have been promotion of youth and women employménbugh Youth Enterprise
Development Fund (YEDF), Kenya Youth EmpowermeragPamme (KYEP), Youth
Employment Scheme Abroad (YESA) and Women Entezgfisnd (WEF).
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The medium and long-term measures have targetddrakgrowth and development
through formulation and implementation of sectomdlicies. These include the
Agricultural Sector Development Strategy (2010-202Be National Industrialization
Policy Framework for Kenya (2011-2015) and the KemMational Youth Policy (2007).
Other measures are macroeconomic management feweenand sustained economic
growth, development of the informal sector, indatrpromotion, agricultural
development and promotion of private sector invesinand participation in the economy.
Others were promotion of industrial harmony anddputivity, liberalization of the labour
market, formulation of labour and employment peiireforming education and training
systems to vocational and technical training araas,legislative reforms.

The outcomes of the employment policies implemeimettie 1990 to 2011 were varied.
Formal sector employment shrunk from 74.4 per oémdtal employment in 1990 to 18.5
per cent in 2011. The period 1990-2011 also sawdrgpowth in informal sector
employment averaging 16.84 per cent per annum cadpa 2.03 per cent per annum for
the formal sector. Marked growth in informal secéonployment was recorded in 1990-
1999 at 27.67 per cent per annum as compared @opaBcent in 2000-2011. Also, the
country’s employment elasticity diminished from & ia 1992-1996 to 0.5 in 2004-2008,
implying low responsiveness of employment to graowilne decline in employment
elasticity is partly explained by slow improvemenis productivity growth over the
period. Overall, the employment trends revealedstéing relative importance of the
formal and informal sectors to employment in Kengad the low employment yield of
economic growth.

6.0 Summary of the Employment Outcomes

Figure 1 gives a schematic illustration of the d®rin formal and informal sector
employment over the period 1972-2010. It shows tlmatal and informal sector
employment has grown over time.
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Figure 1: Trends in Formal and Informal Sector Employment
Source of Data: Republic of Kenyagonomic Surveyvarious)
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Figure 2 gives a comparative analysis of the grodghamics in formal and informal
sector employment, and that of the economy. It shthat the growth dynamic in formal
and informal sector employment has been signiflgatifferent. The outcome has been a
labour landscape dominated by informal sector jbhmwvever, as depicted in Figure 2,
recent trends (from 2002) show recovery in formaplmyment growth. The recovery

appears to have a long term trend.
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Figure 2: Employment and GDP Growth Dynamics
Source of Data: Republic of Kenyagonomic Surveyvarious)

7.0  Other Employment Dynamics

Other wage employment dynamics in Kenya reveal uines in access to wage
employment by men and women, and strong emergdncasoal, temporary and contract
forms of employment. The proportion of women in wagmployment, for example,
increased marginally from 26.2 per cent in 19929& per cent in 2000 (Omolo, 2011).
The share of women in wage employment, howeveraiegd constant at 29.6 per cent in
the period 2001-2004. It then increased margirtallgverage 30.2 per cent over the 2006-
2008 but thereafter declined to 28.7 per cent it020h 2011, women constituted 30.5 per
cent of wage employees (Republic of Kenya, 2012).

The trends in total employment and share of womemage employment reveal inequities
in access to wage employment by women. It shows étian though there was some
growth in formal sector employment averaging 2.86¢ent per annum in 1995-2011, the
employment opportunities were not accessed eqigllyvomen and men as would be
expected under the decent work agenda. The negatpeact of such inequity in access to
wage employment is worsened by the fact that omages the mean monthly earnings
from paid employment for males are about 1.5 tithas of females (Omolo, 2011).

Kenya’'s employment dynamics also shows that thenttgthas been experiencing shifts
in forms of employment. This is depicted by inceshsasualization of work, contract
engagement, outsourcing of jobs, subcontracting terdporary employment. The
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proportion of workers within the wage employmenttee on casual contracts of service
increased gradually from 17.9 per cent in 20001t@ Der cent ir2005. The proportion of
employees on casual contracts of service incretsadafter to reach an all time high of
34.6 per cent in 2010 before easing marginally @b Joer cent in 2011 (Republic of
Kenya, 2012). The increase in formal sector emphaynbetween 2002 and 2003 was, for
example, wholly attributed to the increase in thenber of workers on casual contracts of
service.

Casualization of jobs and other contemporary foomemployment more often than not,
do not facilitate the workers to enjoy the fundataénghts at work. Such rights include
freedom of association and collective bargainirghtrto paid leave, and the right to social
protection as provided under the National Sociau8ey Fund (NSSF) and the National
Hospital Insurance Fund (NHIF). Even though the R&8d NHIF have expanded their
membership base to include casuals and other vwgrkaty a few of the workers may
have joined the schemes. Such forms of employniemtiwell checked, impair labour

relations and erode worker protection. They alaodfer additional responsibilities, such
as social and trade union protection, job secudhd wage negotiations to the worker.
This may, however, be at the expense of produgtiviational competitiveness and
employment creation.

8.0  Employment Elasticity

Kenya’'s employment policy landscape has consistereVealed reliance on economic
growth to drive employment creation. As illustratad-igure 2, there seems to be a close
nexus between economic growth and creation of fbgolas. From mid-1980s, for
example, slowdown in economic growth has been &sgolc with declining formal
employment while growth spells have withnessed &ca@bn in formal jobs. Table 2
presents a summary of employment elasticities amilage economic growth rates for
Sub-Saharan Africa and the East African Commutd#Q@) countries.

Table 2: Estimates of Employment Elasticities, 1992008

Region/Country Employment elasticities Average annal GDP growth
1992— | 199¢- | 200(— | 2004 | 1992 | 199¢~ | 200(— | 2004
1996 | 2000 | 2004 |2008 |1996 | 2000 | 2004 | 2008
World 0.3 0.4 0.3 0.3 3.1 3.7 3.3 4.4
Sub-Saharan Africa 0.7 0.7 0.5 0.5 2.9 3.0 6.0 6.1
East African Community
Burundi -0.15 0.41 1.52 1.18 -6.5 0.8 2.5 3.5
Kenya 1.28 1.77 1.03 0.5 2.7 1.6 3.1 5.3
Rwanda n.a. n.a. n.a. n.a. n.a. n.a. n.a n.a.
Tanzania 1.04 0.64 0.23 0.27 2.7 3.9 7.0 7.2
Uganda 0.34 0.51 0.54 0.4 8.8 5.7 6.8 8.8

Source: ILO (2009).

Globally, according to Table 2, the world’s aggteg@mployment elasticity ranged
between 0.3 and 0.4 during the period 1992—-200& iffplies that for every percentage
point of additional economic growth, total world gloyment grew by 0.3-0.4 percentage
points during the period. It is also noted from thkle that the employment elasticities of
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Sub-Saharan Africa ranged between 0.5 and 0.7. &em@mployment elasticity declined
from 1.28 in 1992-1996 to 0.5 in 2004-2008. In kigh growth period of 2002-2007, the
country’s employment elasticity averaged 0.4, whigHow compared to Kenya’s past,
African standards and a benchmark of 0.7 for depmetp countries aspiring to attain a
middle-income country status.

Table 2 also reveals differentials in the employtngelds of economic growth within

EAC. As shown in the table, the employment elastitor Burundi increased rapidly in

the initial periods (1992-2004), peaking at 1.5pbe declining slightly to stand at 1.18
in 2004-2008. As for Uganda, the increase in empknt elasticity was gradual during
the period 1992-2004, reaching 0.54 before dippin§.4 in 2004—2008. Employment
elasticity was highest in Burundi (1.18) during 262008, followed by those of Kenya
(0.5), Uganda (0.4) and Tanzania (0.27). No empbymelasticity statistics were
available for Rwanda.

The implication of the employment elasticities foe EAC countries presented in Table 2
is that a 1 percentage point increase in the régi@DP would lead to a higher
employment growth in Burundi and a much lower gtowt employment in Tanzania.
This means that pursuit of GDP growth as an inséninof employment creation would
have differential impacts on the economies withim tegion.

It is evident from Table 2 that the EAC countriparticularly Burundi and Kenya, have
had difficulties sustaining high levels of GDP gtbwates. According to the World Bank,
employment creation driven by economic growth caly be successful if a country posts
an economic growth rate of at least 7 per centsastiains it over a long period of time
(World Bank, 2008). It is this reasoning that hasraime informed targeted growth rates
by most countries, including the EAC countriesableast 7 per cent. A look at the data in
Table 2 with this target in mind shows that betwd&92 and 2008 Burundi never
recorded the desired GDP growth level and Kenyasdidnly once — in 2007. Uganda
attained this level of growth in 2006 and 2007, le/flianzania realized it in 2002, 2005
and 2007. Rwanda managed it on four occasions faimeonine years: 2000, 2001, 2002
and 2005.

What is clear from these trends is that wheneverdésirable GDP growth rates were
attained, they were not sustained. As such, tresrat growth have been too erratic to
propel meaningful employment creation within thgioa. The growth rates recorded and
their non-sustainability are, therefore, not conipatwith the requirement of 7 per cent
minimum annual growth rates sustained over decafesachieve growth-driven
employment.

As much as the task of achieving and sustaininggh growth rate is daunting, results
from some 13 economies of the world show that gusmountable (World Bank, 2008).
Among the economies that have managed to registessi@ined GDP growth rate of at
least 7 per cent are Botswana (1960-2005); Brd8b@-1980); China (1961-2005);
Hong Kong, China (1960-1997); Indonesia (1966—198@) Japan (1950-1983). Others
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are Republic of Korea (1960-2001); Malaysia (19®B7); Malta (1963-1994); Oman
(1960-1999); Singapore (1967—2002); Taiwan (19682p0and Thailand (1960-1997).
According to the World Bank (2008), two other ecanes, India and Vietnam, may also
join the group.

The sample of countries that have achieved suchessjve growth rates is quite diverse.
It consists of countries from Africa, Asia, Latinmrica, the Middle East and emerging
Europe. This reinforces the fact that with the tiglocial, economic and political
frameworks, Kenya and indeed other EAC countries aehieve the desired growth
levels.

Within the context of Kenya’'s and by extension tBAC’'s employment dynamics
characterized by low employment elasticity and rdq@dly growing labour force, only a
phenomenal growth in GDP would lead to meaningkheagation of jobs in the country
and region in general. Given the low employmenstetdies in Kenya, even a growth of
10 per cent per annum and above would not produifieisnt decent employment. Most
employment is being created in the informal seatoere jobs are precarious in nature.

The policy challenge for Kenya and other EAC caoestrthen, is whether to maintain
growth-driven employment as a goal, or adopt emplent-driven growth. If the policy
choice is to proceed along the path of growth-deénemployment, then the next
challenge would be how to spur high and accelergtedth rates and sustain it over a
sufficiently long period of time. If the countriege to undergo a policy reversal and
choose the employment-targeted growth option, therchallenge will be on formulating
and implementing an effective policy framework tees this.

With the challenges of attaining and sustainindhHeyels of economic growth, the next
guestion would be whether developing and labouplsareconomies such as Kenya and
the EAC partner states should give priority to rikiemployment in terms of quantity
(numbers) before addressing quality, or whetheh lopiantity and quality of jobs should
be addressed in tandem. As illustrated in the tglof the employment creation
interventions pursued by Kenya, the measures hendgetl to give credence to finding a
quick fix in terms of numbers of employed, with ydittle emphasis on the quality of the
jobs. Within a practical context, mass employmdmudd be used as a stop-gap measure
to curb labour market wastages. As much as possitdation and maintenance of quality
jobs should be the priority.

9.0 Employment Growth Scenarios for Kenya

Kenya’'s Medium Tem Plan (2008-2012) envisaged am@mic growth rate of 4.5 per
cent in 2008; 7.9 per cent in 2009; 8.7 per cer2dhO; 9.4 per cent in 2011 and 10 per
cent in 2012. According to the Medium Term Plan @)Tthe 10 per cent economic
growth rate would be sustained up to the end oKéreya Vision 203@orizon (Republic
of Kenya, 2008b). The MTP (2008-2012) projected ate rof employment growth
equivalent to the rate of growth of the economyeéfvely, this assumed an employment
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growth elasticity of one. This is, however, unrst@ti since an economy cannot sustain a
10 per cent growth rate with stagnating labour pobigity. An employment elasticity of
one might not even be desirable, as it assumesogegongrowth is simply extending
economic activity with no increase in labour proulity.

This study undertakes a simple extrapolation egertd examine Kenya’'s employment
challenge over the next 20 years. The extrapolagiercise makes use of three rates of
GDP growth, three values for employment elastigityghe formal sector and the United
Nations (UN) population estimates for 2010 to 2@8@roduce an estimate of formal and
informal employment growth likely to be producedKenya up to the year 2030. The
economic growth rates are 3.5, a 7.0 and a 10 @&t dhe first two rates refer to the
lowest and highest GDP growth rates registered bgyl since 2003. The 1.6 per cent
growth rate recorded in 2008 is considered as dlenuThe 10 per cent growth rate
corresponds to the target rate set by the MTP. ffinee growth rates respectively
represent the slow, strong and rapid growth trajeet. The employment elasticities
considered are 0.4, 0.7 and 1.0. These corresporifehya’s employment elasticity
registered over the last ten years, the desiredloyment elasticity for developing
countries, and the MTP assumed elasticity, resgaygti The respective elasticities are
considered to be low, medium and high. The two séfggures can are used to produce
nine estimates of yearly formal employment growth.

The use of UN estimates of the working age popurtafior 2010 to 2030, and application
of constant labour force participation and unemplegt rates of 63 and 12 per cent yields
total employment. This procedure assumes that temaployment will simply grow
following the pace of the working age populationheT difference between total
employment derived in this way from population msties and formal employment
derived from assumed GDP growth and employmentielgsis employment in informal
and traditional occupations. The prediction of esgplent growth from 2010 to 2030 is
represented in Figure 3.

28| Page



African Journal of Economic Review,Volume I, Issue I, January 2013

formal [ ] informal [ |

0 8 10 15 20 25
1 1 | 1 L1 1 1 | | L1 | | | |

high.job.itensity high.job.itensity high.job.itensity
slow.growth solid.growth rapid.growth
2030 [ T 1 [ T 1 [ T
29 [ T 1 [ T 1 [ T 1
28 [ T 1 [ T 1 [ T 1
a7 [ T 1 [ T 1 [ T 1
26 [ T ] [ T ] [ T ]
2025 [ T 1 [ T 1 [ T 1
o4 [ T ] [ T ] [ T ]
23 [ T 1 [ T 1 [ T 1
992 [ T ] [ T ] [ T ]
M [ T 1 [ T 1 [ T 1
2020 [ T 1 [ T 1 [ T 1
19 [ T 1 [ T 1 [ T 1
18 [ T 1 [ T 1 [ T 1
17 [ T 1 [ T ] [ T ]
16 [ T 1 [ T 1 Y O — |
2015 I I — | I O — | I I —
14 Y e — | e — | N e — |
13 | S | I I — |
12 Y | | Cr—————————
11 Co———————— 1 . C———————— 1
2010
mid.job.itensity mid.job.itensity mid.job.itensity
slow.growth solid.growth rapid.growth
[ T 1 [ T 1 [ T 1 | 2030
[ T 1 [ T 1 [ T 1 29
[ T 1 [ T 1 [ T 1 78
[ T 1 [ T 1 [ T 1 27
[ T 1 [ T 1 [ T 1 76
[ T 1 [ T ] [ T 1 2025
[ T 1 [ T 1 [ T 1 24
[ T 1 [ T 1 [ T 1 23
[ T ] [ T ] [ T ]
= [— ] [ T ] [ T ] %%
@ [ T 1 [ T 1 [ T 1 2020
[ I 1 [ I 1 [ I 1
= [ — ] [ T ] [ T ] 1%
[ T 1 [ T 1 [ T 1 17
[ — 1 [ T 1 16
e — | | | 2015
I — I — I — 14
Y | ] I 13
I — | O — | 12
| | C———————— 11
2010
low.job.itensity low.job.itensity low.job.itensity
slow.growth solid.growth rapid.growth
[ I 1 [ T 1 [ T 1
2038 [ T 1 [ T 1 [ T 1
28 [ T 1 [ T 1 [ T 1
a7 [ T 1 [ T 1 [ T 1
26 [ — ] [ T ] [ T ]
2025 [ T 1 [ T 1 [ T 1
o4 [ — ] [ T ] [ T ]
23  — 1 [ I 1 [ I 1
29 [ — ] [ T ] [ T ]
M [ T 1 [ T 1 [ T 1
2020 [ T 1 [ T 1 [ T 1
19  — 1 [ T 1 [ T 1
18 | — 1 [ T 1 [ T 1
17 [ — 1 [ — ] [ — ]
16 [ T 1 [ T 1 D e — |
2015 I I — | N — | N — |
14 ] | |
13 I | O — | I — |
12 e — | | Cr—————————
11 C——————— 1 CI———————— 1 C———————— 1
2010
I I I I I I I I I I I I I I I I
0 5 10 15 20 25 0 5 10 15 20 25

employed population, millions

The estimation predicts employment increases frbougal5 million to about 25 million

people between 2010 and 2030. The worst scenatlidsrextrapolation, which considers
a slow growth rate of 3.5 per cent and a low empleyt elasticity of 0.4 results in an
employment mix of about 10 per cent formal and 80 gent informal employment by
year 2030 (Figure 3 bottom-left). In this scenanfmormality worsens: it starts at 86 per
cent in 2010 and ends up at 89 per cent in 203@. iftermediate scenario, which
considers a growth rate of 7 per cent and a foremaployment elasticity of 0.7, will
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increase the share of formal employment from 14cpet in 2010 to 22 per cent in 2030.
This is a modest increase (Figure 3 center). Thghtast scenario with rapid GDP growth
and high employment creation, assumes a vigoroeegtion of formal jobs such that by
2030 the employment mix splits in half between fakand informal jobs (Figure 3 top-
right). This scenario, as already discussed, isalistic.

The above picture does not say anything about thadity of jobs. The employment
challenge involves two dimensions, creating thededenumber of jobs and ensuring jobs
are of good quality. Under the conditions of Keoyee can assume that jobs in the formal
sector are also jobs of acceptable quality. Thesd to be good jobs in terms of wages,
hours of work and access to the benefits providedabour markets regulations in the
country. But this is not necessarily the case mitlfformal sector. Informal job creation
will have to be accompanied by specific actiongnsure minimum quality employment.
Things will obviously improve substantially if theest combination of growth and formal
employment creation is in place.

The living standards of Kenyans can brighten if gm@ductivity and employment
conditions of informal employment improve even lietmacroeconomic indicators of
growth and formal employment creation are not aghbr Policies enhancing formal
employment creation should be coupled by policiesireg to increase the productivity
and improve the labour conditions in the informattsr. This is policy conclusion is
critical. Since a large proportion of the labourck even under the best scenario, will
remain in the informal sector, improving the proiity of this sector with a well
balanced mix of economic and social policies wikhka a remarkable contribution to
improve the labour and living conditions of a largenber of Kenyans.

10.0 Status of Kenya’'s Employment Policy

The Constitution of Kenya (2010) reaffirms the goweent’s commitment to employment
issues. Article 41 of the Constitution grants a&tgons the right to fair labour practices. It
also guarantees every worker the right to: fair ueemation; reasonable working
conditions; form, join or participate in trade umiactivities and programmes; and
undertake strike action. Article 43 of the Condgitta provides for economic and social
rights, which includes the right to social securifyne Constitution also provides for
equality in access to employment opportunities. Toastitution, therefore, advocate for
decent work, where freely chosen productive empkmris promoted simultaneously
with fundamental rights at work, adequate inconeenfiwork, representation and security
of social protection.

Kenya is a member of the International Labour Oizgtion (ILO). The ILO through its
Employment Policy Conventigho. 122 of 1964) requires member countries torjiize
and pursue active policies designed to promote, fotbductive and freely chosen
employment. In 1999, the ILO also launched the dea®rk agenda to which Kenya is a
signatory. The pillars of the decent work agendapaspounded by the ILO are
employment opportunities, worker rights, socialtpotion and representation.
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At the regional level, Africa’'s regional economiconemunities have identified
strengthening of the capacities of the member stée create gainful and durable
employment opportunities. This is seen as one efefifiective ways of elevating people
out of poverty. Within the EAC, promotion of freedthhosen employment has been set as a
core policy priority. These commitments undersdbeeneed to have a coordinated policy
to strengthen efforts for creation of full, produet sustainable and freely chosen
employment that guarantees the rights of workedsesnployers.

Efforts towards development of employment policy Kenya started in earnest in 1994.
After several attempts, the draft policy reacheniret level in 2007 but could not proceed
to parliament within the life of the august houBke attempt was re-awaken in 2011. The
draft employment policy is awaiting submissionhe tabinet.

The draft employment policy identifies and propos#egrated interventions that take a
holistic view of the economy while recognizing Kerg/ regional and international
commitments. The employment creation strategiestaomed in the policy include
cascading the implementation of thkenya Vision 203Qo county levels; promoting
accelerated and sustained economic growth througplementation of prudent
macroeconomic and sectoral policies; deepening uke of cluster and sectoral
development strategies as a means of employmeatiame mainstreaming productivity in
all sectors of the country’s economy including théormal andjua kali sector; and
exploitation of the employment creation potentiltlee social and solidarity economy,
and the micro and small scale enterprises. Othersimaproving the linkage between
demand and supply sides of the labour market whiteng cognizance of the national,
regional and global labour market dynamics, andnhtdating and implementing a wage
policy that guarantees a robust, flexible, equéalgredictable and sustainable wage
system.

As a departure from the past, the employment palidyocates for integration of the
strategies in the Medium Term Plans, county andosqdans as well as the national
macroeconomic policy framework. To promote effestitnplementation and monitoring
of the policy, the policy promises development amghlementation of sector-specific
employment creation targets within the overall iempéntation mechanism of theenya
Vision 20301t promises undertaking of monitoring and evaluatm a regular basis. This
is to be anchored under the National Integrated itdddng and Evaluation System. The
policy advocates for anchoring of the employmemgrventions on a strong institutional
framework. What remains to be seen is the finabmabf the policy making processes
before the end of the current parliament in Janaans.

11.0 Conclusion

The Kenya government has continuously articulated heed to create sufficient
employment opportunities to absorb the country’swgng labour force. However,
unemployment, underemployment and the working mootinue to be Kenya’s difficult
and persistent problems. Much of the employmerdtiome measures have recognized the
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role of economic growth in employment. Kenya’'s emmic growth and employment
trends, however, reveal low employment yield of remnic growth. This is mainly
attributed to sluggish economic growth. The imglma is that the country must focus on
ensuring high and sustained economic growth. Intiatgd employment needs to be put at
the centre of all macroeconomic policies. Furtliee, living standards of Kenyans will
only brighten if the productivity and employmentnditions of informal employment
improve. The implication is that policies aimedeatiancing formal employment creation
should be coupled by policies aiming to increagegtoductivity and improve the labour
conditions in the informal sector. Since a largeportion of the labour force, even under
the best scenario, will remain in the informal sectmproving the productivity of this
sector with a well balanced mix of economic andiaquolicies will make a remarkable
contribution to improve the labour and living catnahis of a large number of Kenyans.
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