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EXECUTIVE SUMMARY

Over the last decade, the online gig economy has gradually grown in Kenya, transforming how Kenyans
access work and is gradually transitioning young Kenyans towards more accessible, competitive and con-
sistent job opportunities. With the overall unemployment rates standing at 26.4 percent, and the Kenyan
economy’s inability to provide employment opportunities, the gig economy is increasingly providing alterna-
tive economic opportunities. Gig work is gradually changing the nature of how Kenya's workforce access-
es jobs, and is gradually shifting the access of work opportunities from informal to digital platforms hence
offering new revenue streams, creating more stability and formalizing work conditions.

Kenya'’s high unemployment rate presents a particularly difficult labor market experience for job seekers. The
challenge is more pronounced in the youth bracket; 15-34 year-olds account for 84% of the unemployed in
Kenya. Additionally, the country is experiencing a ‘youth bulge” with approximately 20 percent of the coun-
try’s population made up of youth between the ages of 15 and 24-years old. This ratio of youth is above the
world’s average and Africa’s average of 15.8 percent and 19.2 percent, respectively.

Despite the rapid expansion of the gig economy globally, there has been limited research to date on the
size and impact of the gig economy in low- and middle-income countries. This lack of knowledge limits

the investment in the development and growth of the gig economy and the ability of policymakers to un-
derstand the experiences of workers and employers, thereby proving a challenge for the development of
evidence-based policy responses.

It is intended that this report will provide a nuanced understanding of the gig economy in Kenya by:
* Characterizing the nature of gig work;
* Sizing the gig economy, including providing the future outlook of the gig economy’s growth over the
next five years;
* |dentifying the key drivers and levers that will catalyze the growth of the gig economy
* |dentifying key constraints to growing the gig economy; and,
* Establishing if there is a case for catalyzing the growth of the gig economy.

For the purposes of this report, the gig economy refers to a labor market that is characterized by three fea-
tures: (i) the worker is independent; (i) the work is short-term in nature, where the gig worker performs work
on a short-term or task-by-task basis; and, (iii) the worker is paid by the task as opposed to those workers
who receive a salary or hourly wage.

The report distinguishes between offline and online gig work — seasonal and casual workers have been
categorized as offline gig work, while all gig work that uses digital technology is considered online gig
work. The report further disaggregates online gig work into three categories: (i) Tech-intensive work, which
requires high digital skills and is created through the production and use of technology e.g. web designers;
(i) Tech-dependent work which requires intermediate digital skills and uses digital technology to varying
degrees e.g. transcribers, and (iii) Tech-enabled work which requires basic digital skills and mostly uses tech-
nology as a tool to connect demand and supply e.g. taxi hailing drivers.

KEY INSIGHTS

The gig economy has been the norm in Kenya for decades given that the economy is largely defined by a
large informal sector which accounts for 83.6 percent of the working population, employing 14.9 million
workers.

The online gig economy in Kenya operates across several sectors, including driver and rider services,



An assessment of the current state and future outlook of the gig economy in Kenya: Final Report

personal and household services business services, delivery services, professional services hospitality and
medical care. On the other hand, the offline gig economy has been based off part-time and causal worker
data provided by the KNBS report in its 2019 economy survey The top sectors that account for these work-
ers include agriculture, manufacturing, construction, trade, hospitality, transport and communications and
community, social and personal services.

This ‘offline’ gig work is made up of (i) seasonal workers who are engaged in economic activities for
only specific periods of the year, and (ii) casual workers who engage in work where the terms of engage-
ment state that they receive payment on a daily basis and do not work for a period longer than 90 days.
The strong growth Kenya’s mobile (32 million users) and internet (8 million users) subscription has catalyzed
the emergence of online platforms in Kenya. These online platforms enable online gig work by connecting
gig workers with clients that are looking to commission work, hence enabling gig workers to exploit un-
derused capacity and transforming dormant capital into active capital.

Platforms are opening new markets to a range of workers, reducing barriers to entry and scale
and building a level of trust between clients and gig workers enabling transactions to occur more fre-
quently. They offer new revenue streams for gig workers, reducing the unstable and precarious nature of their
work, and in some cases, the time taken to search for work. Platforms also.

The gig economy has numerous benefits for gig workers.

* Gig work buffers unemployment, increases labor force participation, enables economic op-
portunities and increases the productivity of Kenyan youth.

* Moreover, gig workers are afforded flexible work opportunities. The autonomous nature of gig
work has enabled some gig workers to transition into entrepreneurial positions.

 Additionally, gig workers working through platforms report improved livelihoods as a result of ac-
cess to frequent and decent jobs which in turn results in stable incomes.

Kenya'’s gig economy is driven by the demand side, especially in transport and domestic service
uptake by urban households. Corporate employers and SMEs however still remain hesitant. While
demand for gig workers in the transport and domestic industries has grown as a result of high uptake of
platforms such as Uber, Safe Boda and Lynk, uptake of online professional services offered by gig workers
is still very low, especially among corporates due to misperception of poor quality.

Like most other employment pathways, gig work has a number of downsides. Infrequent work op-
portunities (among microtask workers) because of international clients poorly understanding African work-
ers, and high competition from international markets such as India and the Philippines often make the sector
challenging for Kenyan workers. In the transport and domestic worker industry, price wars, the imbalance
between the supply and demand and lack of bargain power among gig workers have been cited as key
contributors of the race to the bottom. Further, workers cited high transaction fees on some local platforms
as a major constraint as these substantially reduces the income gained from work conducted through the
platform.

Kenya'’s current labour laws and regulations are still weak with regard to social protection, equal
employment opportunities and labor standards for gig workers. Like most parts of the world, the
current policies do not provide support or protection to the growing number of gig workers forcing them to
conduct their work in a regulatory grey zone.

Online gig work in Kenyan is still limited to urban areas. While the government and other develop-
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mental actors have made efforts to introduce youth in rural areas to digital skills and work, poor network
coverage or connectivity quality, poor information and low awareness and trust in gig work continue to limit
penetration in these geographies.

Women face societal and occupational barriers that limit their participation in the gig economy.
Social norms and occupational segregation — the tendency for women to be employed in some sectors and
not others — have significantly limited women’s engagement in gig work. For example, estimates show that
only 3 percent of gig workers in the online ride hailing industry are females.

SIZING KENYA'’S GIG ECONOMY

The emergent nature of Kenya’s gig economy coupled with the absence of consolidated data of
Kenya’s informal sector presents significant challenges in sizing of the gig economy. To address
these challenges, this research used a rigorous, conservative approach combining analysis of KNBS and
other data, stakeholder interviews and testing of findings with major platforms and experts to arrive at the
total size of the sector.

Results suggest that the total size of the online Kenyan gig economy, as at 2019 is $109 million and
employing a total of 36,573 gig workers. The ride hailing ($ 45 million) and online professional work
platforms ($55 million) account for the largest portion of the online gig economy by both value and number
of workers. Online rentals and blue-collar matchmaking platforms account for $5 million and $3 million
respectively.

The total size of the offline Kenyan gig economy is 5.1 million workers accounting for $19.6 billion
in 2019 across six key sectors, namely agriculture, manufacturing, trade & hospitality, construction, trans-
port & communication and community, social & personal services.

Together, the online and offline gig economy account for $19.7 billion employing 5.13 million
workers.

Based on the existing platforms and assuming that investment remains the same, the online Ken-
yan gig economy is expected to grow by 33 percent over the next five years, to $345 million in
2023. The sector is will employing a total of 93,875 gig workers, representing a growth rate of 27 percent.
Key growth ‘sectors’ in terms of earnings will include ride hailing platforms (37 percent average annual
growth) and blue-collar matchmaking platforms (63 percent average annual growth) which present the
highest income growth opportunities for gig workers.

The offline Kenyan gig economy will reach $28.95 billion in 2023 from $19.6 billion in 2019 and
will employ a total of 5.7 million workers. Key growth sectors for employment and earnings will include
manufacturing, construction, trade and hospitality.

Gig work in Kenya is anticipated to experience significant growth, however this growth is not quick
enough to effectively address the unemployment gap in the country. While the sector holds signifi-
cant promise to formalize Kenya's workforce, there are evident opportunities to catalyze faster growth of the
sector. Collaboration between industry stakeholders in a bid to unlock barriers, streamline efforts and set up
growth drivers will be critical in unlocking gig work in Kenya.
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THE CASE FOR GIG WORK

For corporate employers

The nature of work is changing, and as organizations worldwide are recognizing that the rise of gig workers
will have a significant impact on their workforces, they are turning to the gig economy. While organizations
in Kenya can adopt different approaches for handling their employment contracts, such as full-time contracts
or a blend of full-time and part-time contracts, this is largely based on the nature and demands of their busi-
ness.

Barriers to demand for gig work amongst organizations in Kenya include current business processes not
being task or project-based, making it challenging to understand what human resource processes would be
required if they were to engage gig workers. There is a need for information on how other organizations are
approaching gig work and successfully integrating gig workers in to their organizations.

By engaging gig workers, organizations have the ability to benefit from three types of flexibility: (i) numeri-
cal flexibility refers to firms’ ability to rapidly adjust their workforce size, or the number of hours worked, in
response to changes in product demand; (i) functional flexibility refers to the ability of firms to apply their
workforce to different tasks as required, necessitating a variety of skills, and; (iii) financial flexibility refers to
firms" ability to adjust their HR costs in response to changes in the external price of labor.

The growth of globalization and technology makes it possible for workers to perform work anywhere and
overcomes geographical barriers. The gig economy is beneficial to Kenyan organizations as it allows them
to easily access talent with niche or specialized skills for particular projects and tasks without having to ‘hire’
them.

Leveraging the gig workers can enable Kenyan organizations to save costs. Corporate employers can save
on money, time and resources spent on recruiting and engaging full time employees. Using gig workers can
help reduce the time it takes to complete a project, and can be cheaper than hiring. This flexibility can allow
organizations to also add new capabilities, supplementing the core team when they lack particular exper-
tise, and thereby easily scale up or down on a project by project basis.

The use of gig workers can allow companies to focus on their core operations. This frees owners, managers
and employees to spend their time on their core income generating activities.

For funders

Donors have a unique role to play in reducing unemployment and fostering entrepreneurial growth. There
are a range of donors working in Kenya that are funding organizations and interventions to overcome youth
unemployment and foster growth of digital employment opportunities. These organizations are implementing
programs focused on youth in both rural and urban areas of Kenya that enhance the skills of youth thereby
enabling vulnerable, disadvantaged youth to engage in entrepreneurship, leverage digital gig work to sus-
tain their livelihoods and increase earnings opportunities.

Donor investment can contribute to the creation of jobs at scale as the gig economy offers new opportunities
to improve the irregularity and insecurity of informal work. Specifically, donors can contribute to the growth
of the gig economy by:

* Enabling geographic inclusion in the gig economy by facilitating partnerships between private and
public sector to provide digital infrastructure in the Kenyan market.
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* Advocating for the creation of an enabling policy and regulatory environment.

* Focusing on gender inclusion through interventions aim to address the specific challenges that women
face in joining the gig economy.

* Developing soft and digital skills that increase the employability of Kenyan youth in the gig economy.

Investors have a key role to play in supporting the growth of platforms in Kenya. There has been a significant
rise in the levels of venture capital funding that is supporting early stage and platforms in the growth stages
across industries in Kenya.

There is need for investors to offer support to start-ups during inception to prove the business case and over-
come the high risks of failure. The provision of flexible and favorable funding for platforms in the early stages
of development can help overcome challenges to resources where traditional forms of funding would view
these businesses as high risk.

Limited investment opportunities can result in high turnover of platforms inhibiting their potential to serve a
key role in the facilitating the matching of supply and demand in the gig economy.

Supporting platforms can help grow the number of online gig workers in an attempt to create a functional
informal sector. Given that there is a larger number of offline gig workers in comparison to online gig work-
ers, investing in platforms will enable gig workers to join online work.

Increasingly available investment can enable Kenyan platforms to expand their service offering and provide
value added services such as training and benefits to gig workers that operate on their platforms.
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1. INTRODUCTION

1.1. WHAT IS THE GIG ECONOMY?

The gig economy refers to a labor market that is characterized by the prevalence of
independent, temporary work that is conducted on a short-term or a task-by-task basis, and
payment is received upon the completion of these tasks. This differs from traditional employment which is char-
acterized by nine-to-five working hours and a monthly salary, or contractual employment.

The table below shows the common terms across varying definitions of gig work.

Table 1: Common terms across varying definitions of the gig economy

Report Author Independent Short-term Paid per task

World Economic Forum ° °
McKinsey Global Institute L o o
International Monetary Fund ° o

AiGroup Workforce Dev. ° °

The Aspen Institute ° o
Reason Foundation ° °
Deloitte University Press L4
World Bank ° °

Willis Tower Watson o o

For the purpose of this report, the definition focuses on the following key features:

* Independent work: Gig workers? have a high degree of control and flexibility in determining either
what work to perform, when to perform the work, and in some cases, where to perform the work from.

* Short-term nature of work: Gig workers perform work on a short-term or task-by-task basis, for
example, transcribing a set of data, designing an application, fixing a burst pipe, or giving someone
a ride. Both the worker and the client/employer® recognize the limited duration of the employment
relationship.

* Payment per task: Gig workers are paid by the task, as opposed to those workers who receive a
salary or hourly wage.

Further, in this report, the gig economy is made up of at least three components: (i) the worker is independent;
(i) the worker is paid by the gig (i.e. a task or a project) as opposed to those workers who receive a salary or
hourly wage; and, (iii) involves consumers or clients who need a specific service, for example, a ride to their
next destination, or a particular item delivered.

In some cases, in the gig economy, there exist platforms that connect the worker to the consumer in a direct
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manner, through the use of online-based technology platforms.
These characteristics of the gig economy are depicted in the figure below.

Figure 1: Defining features of the gig economy

Defining features of the gig economny

@  nDePENDENCE

Gig workers have a high degree of Gig workers perform work on a shortterm
control and flexibility. They decide what or task-by-task basis, and the client

work to perform, when to perform the recognizes the limited duration of the
work and where the work is performed. employment relationship.

Gig workers receive payment for
every task completed.

PAYMENT PER TASK

1.2. PURPOSE OF THE ASSESSMENT

Despite the rapid expansion of the gig economy globally, there has been limited research to date on the size
and impact of the gig economy in low- and middle-income countries. This lack of knowledge limits the invest-
ment in the development and growth of the gig economy and the ability of policymakers to understand the
experiences of workers and employers, thereby proving a challenge for the development of evidence-based
policy responses.

The purpose of this assessment is to provide a nuanced understanding of the gig economy in Kenya, with a
focus on both online and offline gig work. Specifically, this assessment will:

* Characterize the nature of gig work in Kenya;

* Map out the gig ecosystem by identifying the key players in space and the developmental interven-
tions contributing to the development of the gig economy;

* Size the gig economy, including providing the future outlook of the gig economy’s growth over the next
5 years in Kenya;

* |dentify the key drivers and levers that will catalyze the growth of the gig economy, as well as the cur-
rent and future trends in the Kenyan context;

* Identify key constraints to growing the gig economy in Kenya; and,

* Establish if there is a case for catalyzing the growth of the gig economy and how different stakeholders,
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including employers and funders, can contribute to this growth.
1.3. METHODOLOGY

The assessment made use of primary and secondary qualitative data collection methods, which are described
below. The figure below summarizes the primary and secondary qualitative data collection methods and
stakeholders consulted as part of this assessment.

Figure 2: Data collection methods

Data collection Stakeholder
methods Types

DESKTOP REVIEW
AND MARKET SIZING

DESKTOP REVIEW
AND MARKET SIZING

GOVERMENT

oMo KEY INFORMANT
ﬁA INTERVIEWS .

FOCUS GROUP
"' DISCUSSIONS "~
!
I
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1.3.1. Desktop review

The desktop review included an analysis of all relevant literature and data on the gig economy. This included
reports, publications, policy and intervention data relating to the global and Kenyan gig economy and em-
ployment context. A key component of the literature review was to:

* Develop an overview of the different archetypes of gig work in Kenya and how these archetypes map
to the economic sectors;

* Develop an overview of access to gig work and which players are creating these work opportunities;

* Benchmark the performance of the gig economy in Kenya relative to other countries;

* Estimate the size of the gig economy; and,

* Assess forward looking trends in the gig economy and how macro-economic trends impact this.

1.3.2. Key Informant Interviews

The assessment relies heavily on a series of key informant interviews (Klls) with a rage of stakeholder groups.
These interviews were conducted both in-person and telephonically and targeted the following stakeholder
groups:

¢ Platforms

¢ Government

* Employers

¢ Funders and Investors

A total of 18 Klls were conducted across the different stakeholder groups. The total number of interviews con-
ducted was determined by the selection of stakeholders as well as their availability to participate in the assess-
ment during data collection. The complete stakeholder list is provided in Appendix 1: Stakeholders consulted.

1.3.3. Focus group discussions

Three focus group discussions (FGDs) were conducted with gig workers; with participation of é to 8 youth
per FGD. These gig workers were made up of domestic workers, microtask workers and ride hailing workers.
FGDs included youth of various ages, sex and sectors of involvement. The purpose of the FGDs was to capture
the youths’ experiences working as gig workers and how engaging in the gig economy has impacted their
skills, ability to access employment opportunities, and their incomes.

1.3.4. Market sizing

As part of this assessment, a detailed approach was undertaken to size the gig economy in Kenya. This ap-
proach is described below, while a detailed methodology of the market sizing is provided under Appendix
2: Market sizing methodology.

Sizing the offline gig economy - this involved sizing the current gig economy in Kenya that is not connected
to any digital platform. The approach undertaken here utilized a top-down method, whereby employment
and average earnings statistics per sector were utilized from the Kenya National Bureau of Statistics (KNBS).
More specifically, offline gig workers were defined as part-time and casual workers as defined by the KNBS.

Sizing the online gig economy - this involved sizing the gig economy in Kenya that is connected to digital




An assessment of the current state and future outlook of the gig economy in Kenya: Final Report

platforms. The approach undertaken here utilized a bottom-up approach, whereby information collected on
digital platforms through primary and secondary methods was utilized. Information collected included the
number of registered workers on various platforms and their average earnings. The section also collected infor-
mation of various international benchmark countries which were used as proxies for the forecasting and sizing.

1.3.5. Limitations

As in many countries across Sub-Saharan Africa, Kenya's gig economy is sprawling and complex. To date,
there has been little research exploring the growth of gig work in Kenya. This assessment attempts to fill that
gap. It is not exhaustive, rather a first-cut attempt to scope out some of the major implications of the trend to-
wards the gig economy in Kenya.

Studies which have attempted to determine the size of the gig economy have included large scale surveys
and existing data on the labor force. For example, McKinsey's study on the number of independent workers in
the United States and the European Union made use of government data and included an extensive survey of
more than 8,000 respondents. Similarly, a study on the gig economy in Great Britain surveyed approximately
8,000 people, and was the largest survey on the gig economy in Britain. The same study also made use of
unique data shared by a range of platforms in the UK.®> Unlike these studies, the findings on the size of Kenya's
gig economy presented in this report are not based on any survey. A further limitation in this is that labor force
surveys in most African countries, including Kenya's, are not yet sufficiently granular to provide information
such as the finer distinctions of types of digital or online workers.
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2, THE KENYAN GIG ECONOMY

2.1. THE LABOR MARKET

Kenya’s economy is largely defined by a large informal sector which account for 82 percent® of the working
population. 7 Despite steady economic growth, the country still faces high unemployment.

Unemployment in the country presents a particularly difficult labor market experience for youth. The country
is experiencing a ‘youth bulge’ with approximately 20 percent of the country’s population made up of youth
between the ages of 15 and 24-years old. This ratio of youth is above the world’s average and Africa’s aver-
age of 15.8 percent and 19.2 percent, respectively.

While the youth population continues to grow, a key concern for the Kenyan economy is the rise in youth
unemployment. On average, 500,000 to 800,000 young Kenyans enter the job market annually, however,
the economy is unable to provide employment opportunities — formal and informal alike.® As shown in the
figure below, youth aged 15-19 and 20-24 years had unemployment rates of 15 percent and 19 percent,
respectively. Together, this accounts for approximately double the overall unemployment of 26.4 percent’ for
the entire working-age group.

Figure 3: Unemployment rates by age group in Kenya

Unemployment rate by age group
(%, 2016)

19%
15% il
1T rere 9%
P8 TR GREE 5% 4% 3% 2% 2% 2% 2%
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15-19 20-24 25-29 30-39 35-39 40-44 45-49 50-54 55-59 60-64

Source: KNBS, 2018

Although youth unemployment is rampant throughout Kenya, this has different implications on the different
demographics that make up Kenyan youth. There is a substantial variation in unemployment rates in urban
and rural regions, and amongst males and females. Specifically, amongst those in urban geographic loca-
tions have higher unemployment rates in comparison to their rural counterparts - 6.9 percent of the urban
population in comparison to 1.8 percent of the rural population being unemployed. On the other hand, the
unemployment rate amongst females is 4.6 percent while amongst males, the unemployment rate is approxi-
mately half of this, at 2.6 percent.
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Figure 4: Unemployment rates by level of education in Kenya

Unemployment rate by

gender and location in Kenya
(%, 2016)
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Source: KNBS, 2018

Educational attainment appears to have a strong influence on an individual’s unemployment. In 2016, 35.1
percent of the unemployed population had a secondary level of education. A further 30.2 percent of the
unemployed had a primary level of education as the highest reached. Notable also is that 9.1 percent of the
unemployed had reached university level of education. The figure below depicts the country’s education status
for the unemployed population.

Figure 5: Unemployment rates by level of education in Kenya

Unemployment rate by education level

(%, 2016)
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2.2 THE NATURE OF GIG WORK

The gig economy in Kenya operates across sever-

al sectors, including driver services, personal and “In Nairobi, there have always been

household services business services, delivery ser- drivers waiting [at the airport] to

vices, and medical care. drive a passenger in exchange for
cash. Technology has put all of

1% According to the World Economic Forum, given these drivers together ... creating a

the widespread nature of unemployment in the for- network, making it easy to rely on.”

mal sector, the ‘gig economy’ has been the norm in

Kenya for decades, whereas it is a fairly new con- - Goverment

cept in developed markets. According to a study

carried out by BFA in Kenya, the median number of V

income sources per household in a year is six (6),
demonstrating that Kenyans take part in multiple independent tasks to earn a living."

These “offline” gig workers can be categorized as “seasonal” workers and “casual” workers.

* Seasonal workers are persons engaged in activities only for specific periods of the year. Examples
of these workers include those workers that are hired during planting seasons, or to work at hotels to
meet increased tasks associated with an increased number of tourists during peak seasons, such as
over Easter and Christmas.

* Casual workers are those that are either: (i) engaged in work where their terms of engagement pro-
vide for payment at the end of each day, or (ii) those who are not engaged in work for a period longer
than 90 days. These workers have no formal employment contract with the employer and their services
may be terminated without notice. Examples of these workers include a plumber who is called to fix a
leaking pipe, and is paid upon its repair, and factory workers or construction workers who are hired
on a daily basis.

On the other hand of the spectrum, at a time of rapid global change and fast innovation cycles, economies
worldwide are making better use of their digital potential to support private sector development and sus-
tainable employment growth. In Kenya, the penetration of mobile phones and the growth of the internet has
enabled a new breed of companies to monetize their ability to organize and inject trust into fragmented in-
formal markets, giving rise to online gig work. Online gig work is impacting employment opportunities in new
industries by reshaping the nature of work and by reducing barriers to entry and scale.

Even where gig work does not create new industries, the growth of online platforms is offering expanded
opportunities for traditional gig industries, opening up new markets to a range of workers including artisans,
vehicle drivers, motorbike riders and domestic workers.

All gig work that uses digital technology, or is made possible by such technology, could be considered ‘online
gig work’. We adopt the World Bank’s™? understanding of the intersection between technology and work, and

as such, develop a nuanced categorization that distinguishes between three categories of online gig work:

i. Tech-intensive work that is directly created through the production and the use of technology. This
work requires high digital skills. Examples include a mobile app developer and a website designer;

i. Tech-dependent work that use digital technologies to varying degrees and are made possible by
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technology. This work requires intermediate digital skills. Examples include a translator and a transcriber;
and,

i. Tech-enabled work that use digital technologies to connect demand and supply. In other words,
the activity is facilitated by using technology as a tool, but the task can still be performed without the use
of technology. This work requires limited digital skills. Examples include an Uber driver and a domestic
worker

Figure 6: Types of online gig work
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In Kenya, there is a growing number of gig workers who rely on the use of various platforms to access work
opportunities. However, a significant number of gig work still takes place through direct transactions and the
informal sector.

This research suggests that a large majority of gig workers in Kenya choose to be gig workers because of the
prevailing labor market conditions, and as such, they are unable to participate in formal employment and
have no other choice. As per McKinsey's framework™ , we look at whether gig workers in Kenya earn their
primary living from gig work or whether they use it for supplemental income, and we distinguish between those
who are gig workers by choice versus those who are gig workers out of economic necessity. There are four key
segments of independent workers:

* Free agents derive their primary income from gig work and actively prefer it.

* Casual earners use gig work for supplemental income and do so by choice. Some have traditional
jobs, while others are students, retirees, or caregivers.

* Reluctants derive their primary income from gig work but would prefer a traditional job.

* The financially strapped do gig work for supplemental income, but they would prefer not to have to
do side jobs to make ends meet.

The figure below classifies the types of gig workers in Kenya according to whether they earn their primary
living as gig workers, and according to whether participating as a gig worker is by choice.
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Figure 7: Four segments of gig workers
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3.PILLARS OF THE GIG ECONOMY

The gig economy in Kenya is made up of five fundamental pillars that all play a key role in shaping gig work.
These five pillars of the gig economy as depicted in the figure below are: platforms (online and offline), gig
workers (supply-side), corporate employers and clients (demand-side), funders, and the policy and regulato-
ry environment. In this section, the report discusses the levers of the gig economy within each of these pillars.

Figure 8: Key pillars of the gig economy in Kenya
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3.1.1.Platforms

Platforms are marketplaces that seek to effectively connect gig workers with organizations and/or
individualswho arelookingto commissionwork. While platforms operate both offline and online, the findingsinthis
section of the report are skewed towards online platforms.

The role of platforms

Platforms have enabled some gig workers to exploit underused physical and human capacity, transforming
dormant capital into active capital. For example, ride hailing platforms such as Uber, Bolt*® (Taxify) and
SafeBoda have provided a way for individual drivers to advertise their free time and spare vehicle/
motorcycle capacity in order to generate an additional income. Platforms are therefore offering new revenue
streams for some of these gig workers, reducing the unstable and precarious nature of their work, and in some
cases, the time taken to search for work. Not only are platforms offering the opportunity for gig workers to
increase income, but they are offering a more predictable income. Similarly, platforms facilitate gig work by
providing the technical infrastructure for employers to advertise tasks to a large number of potential gig work-
ers spanning geographic areas. For example, platforms such as Jumia Food and UberEats give restaurants
that do not have a food delivery service the opportunity to tap into this revenue stream using their network of
workers on their platforms.

Platforms build a level of trust between clients and gig workers enabling them to transact. Without the plat-
forms, building trust is harder. Customers often require substantial reassurance on the worker performing the
task and their ability to trust them, for example, in the case where a purchaser is hiring a domestic worker to
clean their home. Therefore, gig platforms overcome such barriers of trust that would normally exist between a
customer and supplier of a service. Customers are assured that workers on platforms are vetted and can thus
perform tasks in their households or organizations without fear. According to Lynk, “our customer base trusts
and believes in the quality of our services and our digital platform always the entire process to be transpar-
ent”, demonstrating evidence that platforms in Kenya are enabling this. Additionally, workers on platforms are
contractually bound, and therefore, should any problems or queries arise, clients can conveniently contact the
platform with ease in order to resolve it.

The figure below summarizes the key role of platforms in the gig economy.

Figure 9: The role of platforms in the gig economy
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The opportunities afforded to gig workers by platforms extend beyond connecting gig workers to the market
or linking them to multiple sources of jobs. Platforms such as Lynk and Uber are providing opportunities such as
training and access to financial services (loans, insurance products) on favorable terms and conditions, which
gig workers would not otherwise have access to. The box below provides an example of the benefits that Uber
has facilitated to its drivers in Kenya.

Box 1: Benefits provided to drivers on Uber Kenya’s platform

Uber Kenya has implemented a Partner Rewards Program that aims to support individuals who chose to drive using the Uber
application so as to lower the operating costs of drivers and make working on the application profitable.

Under this program, Uber Kenya has enabled approximately 300 of its drivers to become “business owners” by providing asset
financing programs in partnership with local banks such as Stanbic Bank and Sidan Bank.

Additionally, Uber is providing its drivers discounted smartphones in partnership with Future Phones Limited that ensures that
drivers are equipped with the necessary communication equipment that will enable them to conduct their jobs in a satisfactory
manner.

Uber has also partnered with repair and auto servicing businesses such as Jubilee Insurance, AutoXpress Limited and Kingsway
Tyres Limited, that provide various products and services to Uber drivers at discounted, affordable rates.

Lastly, Uber provides financial literacy training in partnership with Old Mutual, aimed at empowering the drivers with the knowl-
edge and skills that's will allow them to manage their finances and growing their saving culture.

“Providing employment benefits for drivers is a good
thing as I am motivated and aim to perform better
onthe Uber platform.”

- Uber driver

The operating models of platforms

Gig platforms are not created equal. They differ not only in structure (platform operations can be online or
offline), but in other ways including the type of work offered, the type of gig worker, and the nature of the work
contract. Work on platforms range from sophisticated, highly skilled tasks such as computer programming,
data analysis, and graphic design to low-skill microtasks such as image identification, transcription, data col-
lection and processing, and translation.

The operating models of gig platforms can be divided into ‘on-demand’ work and ‘crowdwork':

* On-demand work refers to work in which workers connect with clients to perform tasks as needed or, as
“demanded”. These tasks are carried out locally, with the client and the gig worker in physical proximity.
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These tasks are generally organized via mobile platforms, by companies that set the terms of service (in-
cluding fees and minimum service quality standards). An example of an online platform creating on-de-
mand work is Uber.

* Crowdwork is the enlisting of a large number of people, largely through the internet. These tasks are
commissioned and mostly carried out virtually. Service purchasers anywhere in the world advertise spe-
cific tasks on platforms, which can then be matched to suitably skilled crowdworkers. In this model, the
crowdsourcer and the crowdworker rarely (if ever) experience face-to-face interaction. An example is a
gig worker in Kenya working through Upwork to provide translation services for a client based anywhere
in the world.

Characteristics of platforms

There are a few commonly held characteristics of the platform-worker relationship that when taken together,
set gig work apart from traditional informal work:

Platforms collect a portion of worker earnings

Gig workers on platforms are paid for each task or piece of work completed. Before payment is made, gig
platforms collect a commission fee for jobs solicited through the platform. While the business models of plat-
forms vary, they however tend to be differentiated between the following: (i) those that own the employer
relationship and assign and process work through the platform. In such cases, the commission fee is a standard
percentage fee; and, (ii) those on which individual workers and the client negotiate terms of pay before the
work is performed. In such cases, the commission fee is tied to the amount that clients pay workers. The box
below provides an example of the pricing model of a Kenyan platform, Lynk.

Box 2: Example of a pricing model - Lynk

Lynk Kenya'’s initial pricing model was one where gig workers self-quoted the cost of performing a service. How-
ever, this led to a challenge where gig workers inflated their price for various reasons, including mitigating the risk
of not getting other work frequently.

As such, Lynk adopted a second pricing model, a fixed price model, where clients are charged for the time
worked on a particular task.

While the newer pricing model may not be as effective as this is influenced by the efficiency of the individual
workers, the use of both pricing models allows Lynk to find an equilibrium between managing customer demand
(which is largely dependent on price) and the quality of work conducted by the gig workers.

Source: Genesis Analytics, Key informant interviews, 2019

Some local and international platforms usually offer gig workers “free” access to the platforms. That is, work-
ers can sign up for work on platforms and the only cost of using the platform is the commission fee that is de-
ducted for every piece of work that is solicited and completed through the platform. However, other platforms
such as Upwork, also gig workers to access additional benefits and services at a fee. These benefits range
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from job posting and talent sourcing assistance and the ability to receive an increased number of job opportu-
nity invites, to account management and finance and invoicing support. These additional benefits and services
are commonly offered as subscription plans that can be tailored to the different needs of gig workers listed on
these platforms. For example, Upwork™ charges $49.99 and $499.00 per month for premium subscriptions
for individuals and businesses, respectively, whereas Freelancer.com' charges between $0.99 and $59.95
per month.

Platforms offer a rating system

Core to most platform models are the review and rating systems which enable employers and clients to provide
feedback and rate gig workers on their performance via their platform once a task is completed. This serves
to overcome lack of knowledge on the quality of work conducted by gig workers for potential employers and
clients, and also serves as quality assurance for them. Additionally, platforms such as Lynk provide potential
clients with the opportunities to view examples of previous work conducted by the gig workers listed on their
platform.

Gig workers engaged as part of this assessment highlighted this feature as adding value for them. This echoes
findings from an experiment undertaken by a professor at Harvard which aimed to assess the impact of provid-
ing better reference information online on a workers’ job performance on their future employment outcomes.
'®The study found that the act of providing inexperienced workers with detailed reviews of their work substan-
tially improved their subsequent employment outcomes. Curating the credibility and ensuring transferability
of ratings and reviews may enable entrants in the gig economy to build an independently verified portfolio
of work that will smoothen their participation in the gig economy and eventually, entrance into the formal job
market. 7 Given gig workers in Kenya work across multiple platforms, there is a need for such curation and
transferability of ratings and reviews.

Platforms control the brand

Platforms rely on the jobs brokered through their platform to generate revenue, and therefore have a clear
stake in attracting and retaining clients. Consequently, and to varying degrees, these platforms are selective
about which workers can operate under their brand. Some platforms condition provider participation on a
background check and credentials. Below are some examples of requirements across platforms operating in
Kenya:

* Gig workers on the Lynk platform go through a screening process which includes an interview that involves
reference and background check. Workers also have to go through a test tailored to their respective pro-
fessions. For example, if one is a carpenter, they have to demonstrate that they can design something such
as a table.

* In addition to the requirement of a valid public service vehicle (PSV) license and national identity card,
Uber requests that workers provide a certificate of good conduct as a prerequisite to being accepted onto
their platform which enhances client trust in the platform and the driver.

* A platform for domestic services requests knowledge of English, as a key requirement, while another
platform has a requirement of three letters of recommendation from an employment-related contact, some-
body from the provider's home community or village (a chief, pastor or other well-known and well-regard-
ed persons), and a close family member. 192
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Box 3: Recruitment and vetting of gig workers: Fundi's case study

@ FOUNDED IN 2016 @ NAIROBI, KENYA

Fundis (www.fundis.co.ke) is a platform that pools jobs for informal workers such as carpenters, painters, plumbers,
electricians etc. to households and businesses. Fundis’ mission is to overcome the challenge of the disorganized
nature of the informal market that is largely associated with poor service delivery by providing Kenyans with access
to competent, vetted and reliable workers that conduct quality work.

Recruitment

Fundis value differentiator in the market is to hire skilled, vetted professionals called “Service providers”. Fundis has
invested in a thorough due diligence process to meet this promise to its customers.

At inception, Fundis made use of a database of artisans working at various construction sites in Nairobi. As the plat-
form develops it also makes use of recruitment channels such as partnerships with TVETs, social media campaigns
and referrals.

Vetting

Fundis recognises the importance of vetting service providers before admitting them onto their platform. This vetting
includes a verification of their technical skills, a background check
The vetting process includes the following:

1. Skills-based assessment
¢ Proof of work experience.
¢ Showcase of past work which includes at least three projects that the service provider has completed.
¢ References from at least three clients, where a service provider did not directly interact with client, this should
be provided by previous employers.
¢ Educational or technical qualifications such as proof of apprenticeship training, training certificates and
diplomas from TVETs or colleges

2. Background checks
¢ Certificate of good conduct
¢ Character recommendations from social or religious organisations that speak to the service providers char-
acter
¢ Contact details of next of kin
¢ Proof of address

Benefits

An extensive recruitment and vetting process enables Fundis to assure its clients quality and trustworthy services.
Given that in some instances, service providers are entrusted with finances to purchase spare parts for clients, taking
all these steps in recruitment make it easy to trust them with the money but also trace them should any problems arise
during the execution of the work.

Additionally, it results in the recruitment of skills individuals which reduces the costs of training workers once they are
onboarded onto the platform. For example, it allows Fundis to focus on soft skills training and not heavily invest in
technical raining

Challenges

The cost of having a thorough recruitment and vetting process for a start-up platform is high which can be strenuous
as the platform is yet to make a profit from its operations.
Secondly, requesting certifications and proof of experience excludes individuals who are capable of conducting the
work but do not have formal training or work experience.
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The box above show’s how Fundi’s recruits and vets gig workers who wish to operate on their platform

Skills are an important driver of platforms capabilities for competitiveness and growth and inadequately edu-
cated and trained workforce has been identified as an increasingly important business constraint. According
to the World Bank Enterprise Survey 2013, 30 percent of Kenyan firms reported that inadequately educated
workforce is a major obstacle to their operations and growth, compared to only 3 percent from the 2007
Enterprise Survey.?

While Kenya prioritizes education at the primary level, offering free and universal access across the country,
both quality and access to higher levels of education are limited, posing clear challenges to the preparedness
of Kenyan youth for the employment market and their attractiveness to employers. The figures below show the
total level of technical and vocational training colleges (TVETs) enrolment between 2014 and 2018 and Uni-
versity enrolment in Kenya between 2015 and 2018. Total enrolment in TVET institutions grew by 32.3 percent
to 363,884 in 2018. On the other hand, total enrolment in universities dropped by 1.7 percent to 513,182 in
2018/19. According to the KNBS, this decline is partly attributed to the reduction in number of candidates
scoring a minimum university entry score of C+ (plus) and above in Kenya Certificate of Secondary Education
(KCSE) examinations since 2016.

Figure 10: Total level of TVET and University enrolment in Kenya
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Additionally, in Kenya, more than 40 percent of 19- to 20-year-olds with an upper secondary education
score below the basic literacy level. 22 The poor lack of functional literacy amongst Kenya's youth further re-
duces the ability to find suitable labor which limits overall productivity and competitiveness of the economy.

Recognizing the lack of skills as detrimental to the platform and their businesses, platforms in Kenya have tak-
en some responsibility in filling the skills gap of gig workers through the provision of training. The figure below
shows the typical skills that platforms train gig workers in. While the platforms engaged as part of this assess-
ment acknowledged the importance of building the skills of gig workers operating on their platforms, those
that are in the start-up phase of their operations do not have the adequate resources to provide this training.
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The provision of skills training (both hard and soft skills) by platforms is a win-win for both themselves and gig
workers. These skills are transferable and can be leveraged by gig workers to increase their income or secure
more work. For example, a gig worker engaged as part of this assessment revealed that receiving soft skills
training on interpersonal skills, communication and critical thinking has enabled him to have the necessary
bargaining power to solely source job opportunities and negotiate favorable wages. On the other hand, plat-
forms benefit from competent workers who can perform tasks accordingly, are motivated and have the skills
to interact with clients from various backgrounds, thereby improving the platforms reputation. Skilled workers
help build the reputation of platforms as customers are assured that workers are competent resulting in repeat
transactions, growth in market share and profits.

While some platforms market themselves in order to attract potential gig workers, other platforms on the other
hand, rely on the alumni of TVETs and professional associations to identify youth with relevant skills to operate
on their platforms. Alumni are more likely to have access to tools needed to conduct tasks, and have practical
experience to manage themselves and clients, thereby ensuring valuable and quality services are offered.
However TVETs in Kenya generally have a weak alumni network and do not have an incentive to build this
so as to link more youth to alternative job opportunities beyond the job placements and attachments they
are mandated to do. This poses a challenge for Kenyan platforms as they have to use alternative recruitment
channels to ensure they reach a large pool of potential workers of an acceptable standard to work on their
platforms, including social media campaigns and referrals. There is an opportunity for platforms to strengthen
their relationships with TVETs to ensure a steady stream of quality gig workers are joining the platforms as they
plan to expand.

The box below provides a case study on Lynk’s platform
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Box 4: Case study on Lynk’s platform

@ FOUNDED IN 2015 @ NAIROBI, KENYA

Lynk (www.lynk.co.ke) is a digital platform that connects households and businesses with informal workers (“fundis”),
artisans and tradespeople. The aim of Lynk, is to connect these workers to relevant work opportunities with fair working
conditions.

Lynk matches verified professionals called “Pros” who are skilled plumbers, electricians, tailors, carpenters, chefs and
beauticians etc. These Pros are recruited through TVET alumni, professional associations and referrals. To ensure qual-
ity Pros are recruited and vetted, Lynk has targeted recruitment strategies that ensure Pros have the necessary training
and skills to provide quality delivery of products and services.

Lynk enables informal workers to thrive by providing training in key competencies they traditionally lack such as cus-
tomer services, marketing and financial management.

Additionally, Lynk offers its workers differentiated value for working on the platform. Examples include:

* Partnerships with materials and tool providers: this aims to provide Pros on the Lynk platform
with quality materials and tools by securing discounts through suppliers.

*  Access fo loans and insurance: these loans are available for Pros to ex- pand their business and purchase tools
or equipment. These are soft loans that are repaid through deductions from labor fees for jobs completed on

the platform

Challenges

Although Lynk has achieved considerable growth since inception (1081 Pros earning an in- come and 3 638 jobs
completed through the platform), Lynk continues to face challenges in developing sustainable operations such as
increasing worker retention rates and growing de- mand for services offered.

A challenge that Lynk and other local platforms face is the retention of gig workers. Attrition rates in the gig economy
are high which affects sustainable operations of platforms. However, attrition is a natural effect of the gig economy as
it is reported that the gig workers are individuals that are in career transitions. Additionally, retention can be attributed
to workers not experiencing value by working through platforms, such as, infrequent jobs.

While consumers and business have demonstrated an increase in the use of gig services, plat- forms are still finding
it challenging to define the target market for the services offered. Initially, Lynk considered the business-to-customer
model as a viable means of getting demand. Although Kenyans have become accustomed to fulfilling their needs
instantaneously through platforms,

the shrinking middle class and reduced levels of disposable income in Kenya means that market demand for gig
services in Kenya is determined by cost and not quality of the services provided. For a platform to build its reputation
and remain competitive, there is a need for service curation that meets the needs of various target markets and not
one segment but also brings the platform a good return on investment (ROI). Lynk is currently services a larger busi-
ness-to-business customer segment as the rise in overhead costs in Kenya organizations has resulted in the outsourcing
of short-term tasks and/or non- core business functions

Opportunities/ Future outlook

Sustainability for a platform occurs when worker supply and customer demand is equally met. Lynk seeks to expand its
platform into new markets that present growth opportunities. Klls with representative from Lynk reveal that the platform
currently targets urban areas and based on the challenges experienced with defining the target market for gig ser-
vices, Lynk seeks to scale its current operations to expand into new markets that present growth opportunities..
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The growth of online gig platforms

Globally, workers are exploiting information technology to pursue alternative economic opportunities in the
gig economy, specifically online work. Platforms are transforming gig work by building on the omnipresence
of internet connectivity and the high penetration of mobile devices, the large pool of workers and clients they
can reach, and the ability to use information to make efficient matches. According to the World Bank, as of
the end of 2017, the internet penetration in Kenya was 17.83 percent **, representing a subscription rate of
8.33 million subscribers. 2 As of September 2018, mobile penetration which is defined as the total number of
active SIM cards calculated as a percentage of total population in the country, rose by 2.3 percentage points
to stand at 100.1 percent from 97.8 percent reported last quarter. This means that users own more than one
SIM card either from the same or different service providers. %

The proliferation of mobile money in Kenya has been a catalyst for both individuals and gig platforms. Trans-
acting via a mobile money platform has become the second most used payment channel in Kenya, after cash.
As at 2017, there were a total of 32 million subscribers conducting over 5 billion transactions amounting to US
Dollar ($) 46.2 billion (c.61 percent of Gross Domestic Product (GDP)).?” The exponential growth of mobile
m