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State of Youth Unemployment in Kenya

Editor’s Note: This blog is part of a collection of posts discussing sub-Saharan Africa’s high
youth unemployment rate and policies to combat it. In this series, scholars explore the
complex challenges around youth unemployment facing policymakers in South Africa,
Ghana, Kenya, Uganda and Nigeria.

Introduction and Incidence of Unemployment in Kenya

The unemployment problem is global and presents a particularly difficult labor market experience for
youth. In Africa especially, unemployment and underemployment continue to be major obstacles to
the full utilization of human resources despite relatively strong growth in the region over the last
decade.

Youth in Kenya are experiencing much higher unemployment rates than the rest of the Kenyan
population, as seen in Table 1. In 2005/06, youths aged 15-19 and 20-24 years had unemployment
rates of 25 percent and 24 percent, respectively—about double the overall unemployment of 12.7
percent for the entire working-age group. Based on the 2009 census, the open unemployment rates
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declined for youth, but among youth aged 15-19 and 20-24 years these rates were about 15.8
percent and 13.1 percent, respectively—relative to a total unemployment rate of 8.6 percent.
Interestingly, in recent years, the unemployment rates of females and males aged 15-19 and 20-24
years are quite comparable, though this trend is similar across all age groups in Kenya. For example,
in 2009, male youth aged 20-24 years had an unemployment rate of 13.6 percent relative to the
females’ rate of 12.6 percent.

There is a substantial variation in unemployment rates in urban and rural regions. In 2005/06 as well
as 2009, the respective urban total unemployment rates of 19.9 percent and 11.0 percent were about
twice as large as the rural rates. Like the national trends, within these regions, youth unemployment
was much larger than that of the working-age population. In urban areas in 2009, for instance, the
overall unemployment rate was about 11.0 percent relative to a youth (20-24 years) unemployment
rate of 19.1 percent.

Unemployment Versus Related Labor Market Challenges

In a developing country such as Kenya, the estimated unemployment rates underestimate the
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enormity of the labor market challenge because a large number of individuals are inactive [1] rather
than unemployed, and most of the individuals in employment are engaged in informal jobs. It is thus
important to look at other related challenges, such as inactivity and informal employment, for a fuller
appreciation of the labor market challenge facing youth (Boateng, 2000).

Figure 1 illustrates a broader representation of the challenges relating to youth employment. A key
message emanating from Figure 1 is that unemployment, using the narrow or broad definition, is just
one of the labor market challenges facing the Kenyan youth. The largest share of Kenyan
youth—about 48.6 percent—was employed in 2009, and nearly 33 percent were full-time students.
Even though a large share of youth is employed, most are engaged in informal activities. In 2009,
about 84 percent of employed youth aged 15 to 24 years were in informal employment (which
provides a rough estimate of individuals engaged in vulnerable jobs). Importantly, the proportion of
inactive youths exceeds the proportion that is unemployed; about 10.2 percent were inactive (mainly
“homemakers”) while an 8 percent share was unemployed.

Clearly then, besides addressing unemployment, policy interventions should focus on the issues of
job quality and youth inactivity. In terms of policy interventions, the demarcation of the related
challenges is vital, since what might work in reducing unemployment may not address poor quality
jobs or inactivity.
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Educational Attainment and Labor Market Status of the Youth

A second key point this article seeks to convey relates to education. A majority of youth are still stuck
at low levels of educational achievement. Specifically, 62 percent of youth aged 15-34 years have
below secondary level education, 34 percent have secondary education, and only 1 percent have
university education.

Educational attainment appears to have a strong influence on an individual’s labor market activity.
Compared to employed individuals, the openly unemployed and inactive youths have a higher
proportion of individuals who “never went to school.” In addition, about 90 percent of all employed
individuals whose highest level of education is primary school are engaged in vulnerable jobs,
compared to 61 percent and 21 percent for those with at least secondary and university
qualifications, respectively. Other census-related data indicates that about 40 percent of Kenya’s
youth either “never attended school” or “did not complete primary education.”

Despite the country’s free primary and secondary education policy that greatly subsidizes basic
education, it is estimated that about 14 percent of the approximately 10.6 million children (aged
between 5 and 14 years) left school or never attended school in 2009, and about 68 percent of
secondary school-age youth (between 14-17) were not in school. These children are likely to become
youths with little employable labor market skills over the next decade.

A Review of Public Policies

Because unemployment has been viewed to be generally high in the recent past, it may be difficult to
identify relatively successful public policies. But in one way or another, different policy interventions
had their own successes and failures. Broad policy frameworks such as the Economic Recovery
Strategy for Wealth and Employment Creation (ERSWEC) (Government of Kenya, 2003) are credited
for the upturn in economic growth beginning in 2003 (and averaging 5.44 percent in 2003-2007
compared to 1.72 percent in 1998-2002) and whose momentum continues to date (but was briefly
interrupted by the post-election violence in 2007-2008). However, the economic growth rate was
perhaps not large enough to reduce unemployment rates significantly. Employment creation grew at
about half a million jobs per year, but most of the jobs created were in the informal sector. The
economy thus failed to create good quality jobs for its ever-growing labor force.

Not-So-Successful Policies
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The International Labor Organization (ILO) sent a Comprehensive Employment Mission to Kenya in
1972. The multi-disciplinary mission analyzed and gave recommendations on a report titled
“Employment, incomes and equality,” in which it coined the phrase “informal sector.” The report
considered the informal sector instrumental in creating employment and income generation (ILO,
1972). The ILO mission noted that the “informal sector activities were largely ignored, rarely
supported … and sometimes actively discouraged by the Government” despite the “sector’s
resilience.” Up until now, the informal sector in Kenya has grown and currently employs about 81
percent of workers. And for a long time, the government has generally lacked policy interventions
addressing the issue of informality and small and medium enterprises.

Two notable interventions were the Sessional Paper No. 2 of 1992 on Small Enterprise and Jua Kali
Development in Kenya, and Sessional Paper No. 2 of 2005 on Development of Micro and Small
Enterprises for Wealth and Employment Creation for Poverty Reduction, which puts emphasis on the
micro and small enterprise (MSE) sector (Gitonga, 2008). The Sessional papers concentrated on
creating an enabling environment for these businesses, providing credit, and developing
non-financial promotional programs.

Even so, gaps still remain. First, the policies failed to clearly demarcate the formal from the informal
economy/sector, and thus failed to provide clear incentives for firms to formalize. Within policy
circles, the terms MSEs, Jua Kali and “informal sector” are used interchangeably, yet not all MSEs
are actually informal. In addition, the policy does not demarcate between survivalist and growth-
oriented enterprises (Gitonga, 2008). Interventions are thus blind to the different needs of the
heterogeneous establishments. Second, with respect to taxation and statutory requirements, formal
MSEs tend to be treated in a similar manner to large firms, hence diminishing incentives for informal
MSE firms to formalize their operations.

Another challenge is that access to formal credit by a majority of MSEs is relatively low. The majority
of non-agricultural small enterprises (74 percent) rely on either their own savings or funds from family
members for their initial capital. The study concludes that there is significant room to improve access
to credit for better performance of the MSE sector.

Relatively Successful Policies

The Kenya Jua Kali Voucher Programme—an intervention aimed at making training systems work
better for young people—was an example of a relatively successful unemployment policy. It was
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initiated in 1997 as a pilot scheme under the Micro and Small Enterprise Training and Technology
Project and addressed training market failures by making information available, providing credit and
other financial incentives, and reducing location-related barriers.

Eligible unemployed persons (mainly the disadvantaged youth) were given vouchers that they could
use to pay for training at a provider of their choice. This design had two advantages: First, it ensured
a better match between the participant and the training course; and second, it generated competition
among training providers (mainly master craftsmen), hence improving the quality of training. About
37,606 vouchers were issued in firms with 50 or fewer workers in 1997–2001. Participants paid only
10 percent of the cost of the voucher, while the government subsidy covered the rest.

Evidence suggests that the scheme increased employment and assets of participants in comparison
to a control group. However, it highlighted a number of implementation challenges that such schemes
might face. First, programs like these are complex and costly to establish. Second, it is difficult to
phase out the training subsidy, which in itself may be a source of distortion of the training market.

Such challenges can be overcome by having an exit strategy upfront before rolling out the scheme,
and promote willingness of clients to pay for training. It is thought that the private sector may be a
more successful channel through which the subsidy could be channeled.

Other ongoing interventions include the Youth Enterprise Development Fund, which provides loans
and other support to youth enterprises, and the Uwezo Fund, which provides grants and interest-free
loans to women and youth. While no impact evaluation has been done to assess the effects of these
initiatives, it is hoped that they will contribute to addressing Kenya’s youth unemployment challenge.

Conclusion

Unemployment rates estimated in the last two national surveys and the 2009 Kenya Population
Census suggest that open unemployment among youth aged 15-19 and 20-24 years is significantly
larger than that of the entire working age group.

Although the government and other stakeholders tend to put more focus on unemployment, there
should be sustained effort to address labor market related challenges that encompass remedies for
“inactivity” and “poor quality jobs” as well. This is because inactivity and poor quality jobs actually
affect a larger share of youth relative to those openly unemployed.
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There is a case for an urgent enhancement of interventions that promote access to quality basic
education for the youth for better labor market outcomes. This is because many youths are still stuck
at low levels of educational achievement—and education appears to have a strong influence on an
individual’s labor market activity. In addition, some policy interventions such as the MSE sector
interventions have had their shortcomings. A key lesson for the government and other stakeholders
is the need to effectively diagnose the challenges, and also monitor and evaluate policy interventions
to inform subsequent interventions.

Note: Boaz Munga is a policy analyst in the Social Sector Division of the Kenya Institute for Public
Policy Research and Analysis (KIPPRA). Eldah Onsomu is a policy analyst in the Social Sector
Division of KIPPRA. KIPPRA is one of the Brookings Africa Growth Initiative’s six local think tank
partners based in Africa. This blog reflects the views of the authors only and does not reflect the
views of the Africa Growth Initiative.

[1] The inactive include: homemakers, those not working but who took “no action” in seeking work,
the incapacitated and the retired. In some cases, full-time students are included. But in this analysis
full-time students are excluded from the inactive category.
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