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Abstract:

Global population is on the increase and it is estimated that by 2030 world population will be 8.5 billion people. A
resultant challenge that emerges is one of ensuring sustainable livelihoods in communities, and especially slum areas of
developing countries. Hence urban areas have become centres of focus as increasingly majority of the population is
residing in urban areas, in which slums have also developed and expanded. In order to achieve sustainable livelihoods
then there is need for diversification of the livelihoods by the households living in slum areas. The main focus of this
article is to explore how social capital influences diversification of livelihoods. The article is based on a study that was
carried out in Mukuru slums in Nairobi County Kenya, with a sample of 397 household heads. It was found out that at
least 49 per cent of the household heads were in different social groups; and in those groups the main reason for joining
was basically to get money through the savings and to have access to loans with which to invest in diversified livelihood
pursuits. It was found out that social capital was crucial to diversification through the different groups that helped in
providing business capital, ideas, loans that enabled them to engage in more than one livelihood activity.
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1. Introduction

With increasing global population, one of the anticipated challenges will be ensuring sustainable livelihoods of
communities. The world populations is estimated togrow from 7.7 billion people in 2019 to 8.5 billion people in 2030 (10
per cent increase), and further to 9.7 billion people in 2050 (26 per cent) and to 10.9 billion people in 2100 (42 per cent)
(UN2017). In Sub-Saharan Africa it is estimated that population will have doubled by 2050 (99 per cent). Based on these
projections at least 16 per cent of the global population lives in Africa, where Kenya is estimated to have 49,700,000
million people. In order to achieve the sustainable development goal (SDG) on eradication of poverty in all its forms
everywhere by 2030, the numbers of people living on $1.25 or less a day (125 Kenyan shillings) has to be reduced. One
option for achieving this is through diversification of livelihoods of especially the poor households and especially those
living in slums.

According to UN-Habitat (2018), urban areas worldwide are becoming a key determinant in achievement of the
SDG’s and the integration of social, economic and environmental goals of 2030. In the course of the 21st century both
developed and developing countries are experiencing upcoming of new slums and growth of the already existing
slumsthat have led to different slum issues, many related to their vulnerability contexts these then push them try and
diversify their different livelihood activities.

Diversification of livelihoods, based on Khatun and Roy (2012), is viewed as any attempts undertaken by
individuals or a household to enable them find new ways of survival and thus increase their income so as to withstand
shocks such as catastrophes and disease outbreaks. In this regard diversification is therefore linked with both livelihood
survival and misery under weakening situations, as well as with livelihood safety in improving economic situations
(Niehof, 2004). Diversification of livelihoods is also an active social process in which households use different ways to
reduce their vulnerability through engaging in more than one livelihood activity so as to enhance their livelihood
outcomes. In diversified households, the use of multiple livelihood assets enables them to cope with different shocks and
vulnerabilities as one of their main productive activities does not provide enough for the individual or the household, or if
it fails completely to produce, there are other different sources of livelihood that the household can depend on (Ellis,
2000D).
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Slum households always employ a mix of different strategies that can enable them to achieve their different
livelihood outcomes. According to Grown and Sebstad, (1989), urban households mobilize and combine their resources
and different opportunities so as to have a livelihood strategy that enables them to achieve their livelihood outcomes.
These include aspects like borrowing from their social networks, saving their income, as well as pooling together their
assets with the other households.

Diversification of livelihoods at household level is usually done depending on challenges and opportunities that
the household is faced or exposed to. Based on these challenges and opportunities households adopt diversification as a
matter of choice or as a necessity in order to cope with the different risks that they experience (Ellis, 2000b; Reardon,
Berdegué, Barrett, & Stamoulis 2006). Other authors view the necessity and choice as a contrast between choice and
survival of the households. Davies, (1996) and Hart, (1994) view it as survival and accumulation of resources by these
households while Bigsten, (1996) sees it as pull and push factors for diversification of livelihoods. In all these households
have to decide on the different choice and necessity factors available in order to diversify their sources of income.

Necessity factors for diversification are the different involuntarily and desperation reasons that subject
households to diversify their income sources. Brouwer, et al. (2007), necessity reasons can emerge generally from the
outcome or effect of environmental, social, cultural, economic and institutional structures that relate to poverty issues in a
society. Additionally households can be subjected to global economic issues, inability of households to access all the
livelihood assets, climate changes that affect natural resources, Human immunodeficiency virus (HIV) and acquired
immune deficiency syndrome (AIDS) and the increase in population Ellis, (2006); Baro & Deubel,( 2006). All the above
factors have often pushed these households to a state of vulnerability as they try to secure their livelihoods thus making it
a necessity to diversify their activities.

Lastly the different social factors in societies also contribute to livelihood diversification. Social issues like the
networks and associations that one is exposed and is a member in, the different social positions, religion and the culture
that one ascribes to always form a basis for livelihood diversification in the rural and urban communities (Ellis, 1998).
These social factors determine the different labour markets opportunities that have different restrictions based on gender
and class that lead to social inequalities. These three for instance, barthe rural women from accessing land and all other
productive livelihood assets (Gladwin, Thomson, Peterson, & Anderson, 2001). These uncertainties have led to livelihood
diversification in the rural agricultural areas in the sub-Saharan Africa to other different income activities.

Social capital was introduced by Pierre Bourdieu who in his analysis explained it as the total sum of the potential
and actual resources that achieved from being in part of a durable network of relationships that are based on mutual
association (Bourdieu, 1985). Social capital according to The Natural Resources Institute (NRI, 2000), are the horizontal
and vertical social resources (different networks, membership in groups, relationships based on trust and access to the
wider institutions of society) upon which people draw in search of their livelihoods. All these form part of social resources
that are determined by relationships that people have with others. These relationships may be between family members,
friends, employees, communities/societies and organisations, and are often distinct by their purpose and qualities such as
trust, familiarity, strength and flexibility. Social capital is vital for its fundamental value, and also it increases well-being;
enables generation of other capitals; and servesto reproduce the structure of the society in general, with its cultural,
spiritual, political and other standards of behaviour.

Social capital is developed by the different social obligations and connections that are found in members of a
group (Lin, 2001).Social capital is often developed from the relations that individuals engage in that include the family
members, the neighbours, friends, colleagues and peers; in the social institutions of a society (Helliwell and Putnam,
2004). Thus these different individuals have to make choices of what groups or networks to be associated with. The study
used rational choice theory also known as choice theory or rational action theory that was developed by George Homans
(1961). Homans set a framework for understanding the social and economic behaviour of individuals in a society. Rational
choice theory holds that individuals are seen to be motivated by their wants or goals that support their preferences.
Whereby rational individuals choose alternatives that are likely to give them the greatest satisfaction (Heath 1976 &
Carling 1992). Rational choice theory assumes that individuals always have preferences among the many available choice
alternatives, which enable them to determine the preferred option and to make decisions within their social interactions.
Using these different preferences individuals act within specific and given constraints based on the information that they
know about the conditions in which they are operating in. In this paper rational choice theory was used to explain how
slum households make rational choices on the different social capital networks they get involved in so as to maximize or
achieve their desired livelihood outcomes.

1.1. Focus of this Paper

About 85 per cent of new employment opportunities around the world occur in informal economy UN-Habitat
(2011). Nevertheless, these available informal jobs are often unskilled, very-low-paid, and often insecure livelihood
alternatives, therefore forming part of a ‘survival economy’ that allows slum dwellers to survive but not to progress
adequately to transformation of their living conditions or to enable them realize their full potential involvement to urban
productivity. In light of the above the paper sought to establish the influence of social capital in diversification of livelihood
in slum areas in Nairobi City County, Kenya.
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2. Conceptual Framework
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Figure 1: Conceptual Framework
Adopted from (Dfid 2001) Sustainable Livelihood Framework

3. Research Methodology

3.1. Research Design and Study Site

The data discussed in this paper is derived from a study which used a descriptive cross sectional survey designas
data was collected from a cross section of the study population at one point in time. Qualitative and quantitative
approaches were used to collect and analyse data.Mukuru was selected as the study site due to its high population of slum
dwellers at of 118,435 according to KNBS data of 2009.

3.2. Sampling and Sampling Procedures

The study population and unit of analysis were based on the households in Mukuru slums in Nairobi City County.
The unit of observation was the head of household as most decisions on diversification livelihoods are made at this level.
Based on the KNBS (2009),report the total number of households in Mukuru is estimated to be 44,427.

Participants for the study were selected based on the following criteria: - the person the household regards as the
head (male or female) of a sampled household, those who gave consent to participate and those who had lived in the area
for at least six (6) months

The Study site was purposively sampled due to high population of slum dwellers and not many studies done there.
Cluster sampling was used to group the twenty villages into three clusters according to their population and simple
random sampling was used to select two villages from each cluster. From the 44,427 households, a sample of 397
households was arrived at based on Yamane’s sample estimation framework (1967).

Purposive sampling was used to sample key informants for in-depth interviews and Focus Group Discussants
(FGD’s). A total of four key informants were interviewed that were drawn from different leaders in the informal area and
these included National and County government official, religious leader, business leader and civil society representative.
FGD’s comprised selected members of the villages that are sampled for the study but those had not participated in the
study in any other capacity, three different FGD’s were conducted one for a women group, the second for the men and
lastly a mixed group that included both male and female youths.

The study used different methods to collect data on livelihoods of Mukuru slum. They included interviews, focus
group discussions and simple observation.

Data collected was analysed using quantitative and qualitative approaches. The data from interviews which was
both qualitative and quantitative were processed with the help of Statistical Package for Social Sciences (SPSS) V 22 in
which data was coded and keyed into the system so as to be able to generate the, simple frequencies and percentages and
to run other multiple regression analysis that sought to establish the different relationships between variables of the
study. For Chi-square was used to determine relation between the independent and dependent variables of the study,
based on a significant level of 0.05 in which any independent variables with a P- values that are equal or less than 0.05
were to be considered to be having a significant statistical relationship with the dependent variables. Qualitative data from
FGDs and key informants interviews was thematically analysed as per the objectives of the study.

Ethical and regulatory approvals were obtained before the study was undertaken. Ethical considerations were
taken into account whereby participation of the study was based on informed consent.First, participation was voluntary,
Second respondent’s information was treated with high levels of confidentiality and any identifiers were supressed and
reference to them where necessary were based on use of codes. Third care and protection of the participants was ensured
by conducting interviews in secure community spaces in the slum and thereby ensuring that they were not exposed to any
harm. Data was protected through passwords.
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4., Results and Discussions

4.1. Social Demographic and Economic Characterises of Respondents
The study had 397 sampled respondents. Table 1shows data on the social demographic and economic
characteristics of the respondents.

Variable Frequency Per cent

Sex Male 201 50.6
N=397 Female 196 49.4
Age 18-28 190 47.9
N=397 29-39 155 39.0
40-50 42 10.6

51-60 7 1.8

Above 61 3 .8
Marital status Married 284 71.5
N=397 Single 97 24.4
Divorced 8 2.0

Separated 7 1.8

Widowed/ Widower 1 3

Educational level Secondary 210 52.9
N=397 Primary 116 29.2
Tertiary 45 11.3

University 18 4.5

No formal education 8 2.0
Current Self-employed 228 57.4
Occupational Status Employed 163 41.1
N=397 Unemployed 6 1.5

Table 1: Social Demographic and Economic Characterises Of Respondents

Men were the majority among those who participated in the study at 50.6 per cent, while women accounted for
49.4 per cent. Therefore, there was more less an even leadership of households in informal settlements by gender.
Majority of the residents in informal settlements are youthful. Of the sampled household head’s it was found out that 18-
28 years old were the majority who accounted for 47.9 per cent, followed by those in the age bracket of 29-39 years old at
39.0 per cent, 40-50 years old were third with 10.6 per cent, 51-60 years with 1.8 per cent and above 61 years at 0.8 per
cent. With regard to marital status, majority of respondents (71.5 per cent) were married, while only 24.4 per cent were
single. The divorced, separated and widowed and widower were 2.0 per cent, 1.8 per cent, 0.3 per cent respectively. As for
educational levels majority of the respondents (52.9 per cent) had a secondary school level qualification while 29.2 per
cent primary level at. Based on these results it can be deduced that majority of respondents had some modest educational
qualification, and at best were literate.

4.2. Current Occupational and Livelihood Status

The study sought to find out the occupational status of the respondents. Self-employed respondents were the
majority (57.4 per cent), followed by those employed (41.1 per cent) and unemployed (1.5 per cent). From these results it
was noted that self- employment was the main mode of occupation for the respondents. It was also noted by one of the
business Leaders (one of the Klls in Vietnam area)who acknowledged that majority of the people living in Mukuru were self-
employed in a wide variety of activities.

Further, the study established that self-employment; specifically in business was the leading source of income at
57.4 per cent and casual wage employment at 41.1 per cent. This was corroborated by qualitative data. According to the
Senior Chief for Mukuru Kwa Njenga slum (5 years in Mukuru as a Senior Chief) noted that the main income sources in the
area were from business such as shops/ kiosks, street cooking and hotels, hawking of clothes and household goods, illicit brew
and water vendors. Other key Informants (KII's) (the business leader, A representative from a Community Based
Organization (CBO), a Religious leader) also pointed out that most common livelihood activities in the area were from the
company employment in industrial area, self- employment in areas like having a green groceries, shops, tailoring, street
cooking and engaging in casual jobs such as laundry services and garbage collection. On the other hand the Focus group
discussants from the three groups (women, men, mixed groups) listed the following as the main sources; businesses,
company employment, construction jobs, water vendors. These findings are in line with findings of UN-Habitat (2003);
report on the challenges of slums where it was found out that most households in developing countries’ slums earn their
income from informal employment activities that are within and outside the slum. It was also established that most of the
slum dwellers households are involved in low-paying employments such as informal jobs in the clothing industry, a variety
of home-based activities and several are domestic servants, security guards and self-employed such as hair dressers and
furniture fabricators. Thus the informal sector has become the dominant livelihood source in slums. Both the research
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findings and UN-Habitat report show the various economic activities in slum areas, it can be concluded that the informal
livelihoods activities are important for sustainability of livelihoods.

Based on all these different sources of income it was established that respondents earned the following amounts
in Kenyan shillings by the respondents per a month. A majority (39.8 per cent) earned between 10,000 to 19,000 shillings,
followed by those earning less than 10,000 shillings at (20.7 per cent), while those earning between 20,000 to 29,000
shillings (18.9 per cent), lastly, 30,000 to 39,000 at 13.9 per cent. These income amounts clearly show that a majority of
the respondents are not able to support a decent living in the area, thus their need to diversify the different sources of
income so as to increase the levels of income.

4.3. Influence of Social Capital on Diversification of Livelihoods

Social capital is usually achieved through the different networks that are created and build up on in the course of
securing livelihoods. In this paper it was examined through the social groups that household heads were members to and
their different activities and how they helped them in creation and development of livelihoods. It was found that a majority
of respondents (50.1 per cent) were not involved in group activities, while 49.9 per cent were in different groups. Majority
of respondents(54.0 per cent) were at least members of only one group, however there were respondents in more than
one group 45.9 per cent. The number of groups joined by individuals is often determined by the functions of the groups
and how well they fulfil their livelihood needs. A respondent stated, 1 am in three groups (chama) that deal with merry go
round, welfare and savings. In order to join a given group in some cases tribe becomes a consideration as some group bar
members due to their tribe. For instance in the welfare group we contribute to members who lose their loved ones. In our
groups we are given loans depending on the amount of shares that you got in the group. Our children are members by default
in our groups but they start to contribute once they eighteen years and have a source of income.” A sampled respondent from
Vietnam village.

Further, the need to secure saving was largely the main driver for joining groups at 31.2 per cent, while 27.7 per
cent joined groups to get more money and 14.4 per cent for loans and borrowing that happens within the group. According
to a religious Leader, there are very many social groups in Mukuru but individuals have different reasons that pull them to the
groups among them is the issues of wanting to save some money, some so as to get more money through the merry go rounds
lastly to be able to get loans from the group. It was noted that loans from the group are of two different types; the first one the
group itself lends money to its members which they repay back to the group, the second if the group is registered then the
group secures a loan from a financial institution which is later divided among the members to use it individually but
contribute the repayment amount every month that is repaid to the financial institution. All the FGD discussants agreed that
they joined group so that they can be able to save and be able to acquire loans and also be able to borrow from the group.

Moreover, some of the groups acted as facilitators for the different income generating activities that the
respondents engaged in. Groups were seen to have facilitated income generation activities, majority (41.4 per cent)
reported that they were offered loans, while 20.7 per cent were provided with money for fulfilment of their basic needs
and those of their household and provision of business capital (11.6 per cent)

While activities carried out in groups range from one group to another as they have different reasons as to why
they were formed and why members (respondents) joined them. Majority (33.0 per cent) reported that savings was the
most common activity in the groups that they belonged to, followed by loans at 21.4 per cent and merry go round at 18.1
per cent. Area Chief acknowledged that there various groups in the area with different activities but the main activities are
usually merry go round, saving, table banking. It is out of these savings individuals invested in diversified activities.

Indeed the study established that groups helped members in terms of strategy development that enabled them
develop other livelihoods. As shown in Table 2, different ways were reported.

Strategies Frequency Per cent
Sharing of business ideas 67 33.8
Provision of business capital 33 16.7
Through giving loans to members 22 11.1
Build of connections 20 10.1
None 56 28.3
Total 198 100.0

Table 2: Identification and Pursing of Other Sources of Income

At least 33.8 per cent acknowledged to have been exposed to different business ideas from the groups that they
belonged in, 28.3 per cent were able to get some business capital from the groups, while 16.7 per cent felt that the groups
did not help them in anyway in identification and pursing of other income sources.

From the foregoing, it can be concluded that groups are key in diversification of livelihoods as savings generated
through social capital were seen as a key aspect in diversification of livelihoods.

Further, social capital enabled access to credit the study found out the different sources of credit that head of
households borrowed from. In Table 3 below, credit was obtained mainly from friends (47.6 per cent), other significant
sources included family (21.7 per cent), group (chama) (21.4 per cent) and from loans either from a bank or through the
mobile phone application (10.6 per cent)
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Source Frequency | Per cent
Friends and neighbours 189 47.6
Family 86 21.7
Group (Chama) 85 214
Bank and mobile applications 42 10.6
Neighbours 7 1.8
Loans (based on items) 6 1.5
Don't borrow at all 52 13.1

Table 3: Credit and Sources of Financial Borrowing

*Multiple Sources/ Responses

Discussants from all the three groups agreed that they always borrow from varied sources such as; their friends,
families, from groups (chama) and shylock agents, from also phone applications such as Tala, Branch and Mshwari. From the
findings it is important to note that social capital was an important base for obtaining credit as majority of 90.7 per cent
borrowed from friends 47.6, 21.7 and 21.4 per cent from family and groups respectively. These findings and discussions
were in line with the study of Kenya Integrated Household Budget Survey(KIHBS) (March 2018), that found out that
majority of the Kenyans borrowed money or sought credit from different informal sources such as from neighbours,
friends, relatives , or from local money lenders or shylocks. In some areas borrowed money or took credit services from
the shops in order to repay at a later date. This basically meant that the households borrowed or sought credit from social
networks so as to be able to cater for their individual basic needs and also to engage in activities to enhance and or
diversify their sources of livelihood. This is demonstrated by data presented in Table 4.

Uses Frequency | Per cent
Business use 53 13.4
Used for other expenses 43 10.8
School fees use 40 10.1
Rent use 14 3.5

Table 4: Uses of Money Borrowed from Groups
* Multiple Responses for Uses

Respondents had varied uses for the monies borrowed either from groups or financial institutions, for groups 13.4
per cent used it for business gains, 10.8 per cent for general expenses and 10.1 per cent for specifically for school fees. This
results are in line with KIHBS (March 2018) report, which shows nationally at least 39.3 per cent of the loans were
obtained for subsistence needs and school fees 20.9 per cent. It was found out that loans from shops and mobile phone
platforms were mainly used for subsistence needs while loans from financial institution were used for different business
or investment activities. From the foregoing, it can be concluded that majority of respondents use borrowed monies to
develop their livelihoods through the different business activities that they get involved in while some percentage too used
if for provision of basic needs. Based on this it can be said in order for diversification of livelihoods to occur in Mukuru
slums then there is need for strengthening of credit sources and advocating of proper use for the monies borrowed from
any of the two sources.

4.4. Hypothesis Testing: Social Capital Has No Effect on Livelihood Diversification
The study tested the hypothesis Social capital has no effect on livelihood diversification. As reported in the table 2
membership in groups was found to be an important determinant in diversification of livelihoods.

Statistic DF Value P Value
Chi-Square 1 5.7915 0.0161*
Likelihood Ratio Chi-Square 1 5.8072 0.0160
Continuity Adj. Chi-Square 1 5.3075 0.0212
Mantel-Haenszel Chi-Square 1 5.7767 0.0162
Phi Coefficient 0.1220
Contingency Coefficient 0.1211
Cramer's V 0.1220

Table 5: Chi- Square on Member Groups by Alternative Livelihood

Fisher's Exact Test
Cell (1,1) Frequency (F) 125
Left-sided Pr<=F 0.9940
Right-sided Pr >=F 0.0106
Table Probability (P) 0.0046
Two-sided Pr <=P 0.0182

Table 6: Fisher's Exact Test on Member Groups by

Alternative Livelihood
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Social capital was tested using the number of groups one was involved in. It was found out that, those respondents
who had more than one group we seen to have diversified their livelihoods. From the above diversification through social
capital was found to be significant at a p value of 0.0161, based on this hypothesis was rejected. Therefore it can be
concluded that groups are a key aspect in diversification of livelihoods in Mukuru slums. Thus the concept of groups
should be supported and given more attention as they in development of other livelihoods in the area.

Analysis of Maximum Likelihood Estimates
Parameter DF | Estimate | Standard Wald Pr > ChiSq
Error Chi-Square

Intercept 1 6.1347 3.1855 3.7088 0.0541

Borrow from friends 1 -0.4589 0.2302 3.9751 0.0462**
Borrow from family 1 0.0361 0.2672 0.0183 0.8924
Borrow from neighbours 1 -0.1061 0.7836 0.0183 0.8923

Borrow from group (chama) 1 -0.4671 0.2800 2.7821 0.0953*
Borrow from bank 1 -0.5014 0.3601 1.9381 0.1639
Borrow a loan on item 1 -1.5979 1.1137 2.0586 0.1514

Table 7: Chi- Square Testing for Sources of Credit/Financial Borrowing and Livelihood Diversification

The above test, the level of confidence was lowered to 90 per cent at a P value of 0.1 because majority of the
household heads did not engage in any borrowing. For this test credit borrowing sources from friends with a value of
0.0462 and groups (chama) at 0.0953 were found to be the most significant among the heads of household. Therefore the
hypothesis is rejected has it was found out that the different credit sources had an effect or influence on diversification of
livelihoods in Mukuru slums. Thus the two credit sources groups (chama) and friends should be strengthened as they
encourage head of households to diversify their livelihoods.

5. Conclusion

From the above findings it can be concluded that; first, social capital is a key aspect in formation and development
of livelihoods in Mukuru slums in that most households depend on the social networks that they create and develop in
order to be able to sustain their household needs and also develop their livelihoods. Second, majority of the households
used savings as well as borrowed from friends, family and groups which in most cases are based on the trust levels among
them to enhance and or diversify their sources of livelihoods.
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