
ANNEX XIV: LABOUR AND SOCIAL SECURITY RULES

LABOUR CONDITIONS IN KENYA

Kenya’s total population is estimated at 48.5 million, out of 

which 18.5 million were workers in 2016. It is estimated that 

841,600 people enter the job market each year, of which 

107,800 people were in wage employment and 20,200 

were in self-employment or unpaid family employment 

in the modern sector and 713,600 were in the informal 

sector in 2016. The employment-to-population rate was 

estimated at 61% in 2016. The youth employment-to-pop-

ulation ratio of 32% is particularly low in Kenya in compar-

ison with the Sub-Saharan Africa average of 59%, while 

the total unemployment stood at 11% in 2016.

The labour market is divided into a formal and informal 

sector. The Kenyan informal sector is the majority (83%) in 

terms of the total employment. In 2016, employment in the 

sector stood at 13.3 million. The sector recorded an addi-

tional 747.3 thousand jobs, which constituted 89.7% of 

all new jobs in 2016 (Economic Survey 2017). Employers’ 

organizations and trade union federations have found in 

this sector. There are eleven umbrella associations/unions 

representing informal workers in Kenya, which represent 

more than 600 informal sector groups.

GENDER

The Kenyan workplace has traditionally been dominated 

by the men, especially at management levels. Men tend 

to have lower unemployment, higher employment and 

higher waged workers rates than women have. In 2016, 

the unemployment rate of men was 9.3% as compared 

to women, whose unemployment rate stood at 9.3% 

(World Bank). However, women are slowly picking up, as 

evidenced by the increasing number of ladies in manage-

ment levels. The government is also encouraging more 

women to take up leadership positions.

YOUTH

The Kenya Labour Market Profile 2016 posits that 800,000 

youths leave school each year and begin looking for formal 

sector employment, but only a few succeed. This is illus-

trated by the high youth unemployment (32.4%) and the 

growing informal economy with high underemployment. 

In order to curb this problem, the government has devel-

oped the National Employment Policy and set up several 

initiatives aimed at empowering the youth, such as Youth 

Enterprise Development Fund and Uwezo Fund, and has 

set aside Sh200 billion worth of government tenders for 

the youth every year.

The country is also trying to improve the youth popula-

tion’s technical skills that could transition into wage and 

salaried jobs in the formal sector. There are approximately 

748 technical, industrial, vocational and entrepreneurship 

training (TIVET) institutions and the government is ambi-

tiously pursuing a policy that will set up at least one poly-

technic in each county in an effort to train more artisans 

and improve youths’ technical skills.

CHILD LABOUR

Child labour is not prevalent in Kenya. This is as result 

of the introduction of the free and compulsory primary 

education programme that has triggered high enrolments 

in primary and secondary education levels.

In addition, Kenya’s laws prohibit child labour: the 

Constitution gives children legal protection from 

hazardous or exploitative labour along with the Children’s 

Act, which explicitly prohibits forced labour, trafficking and 

other practices similar to slavery.

TRADE UNIONS

Every employee has the right to join a trade union. This is 

a right that is enshrined in the Constitution and the Labour 

Relations Act. The trade union movement in Kenya organ-

izes 2.7 million workers with an estimated trade union 

density of 15% of the total labour force. These unions are 

sector-based with a few general unions that cover several 

industries such as the Kenya Union of Commercial, Food 

and Allied Workers that represents workers in varied 

sectors like banking, food, retail and finance.

The Central Organization of Trade Unions (COTU-K) is 

the sole national trade union centre in Kenya. It has 43 

registered and affiliated trade unions in the country and 

has a membership of approximately 2.5 million workers 

(2016). The organization is a well-established political 

actor on general labour market issues. It has concen-

trated on negotiating improvement in salaries, workplace 

safety, fringe benefits and generally better terms and 

conditions of employment for the workers it represents 

in the formal sector.
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LABOUR LAW

Employment in Kenya is governed by the Employment 

Act, 2007, Work Injury and Benefits Act and Occupational 

Safety and Health Act.

As earlier mentioned in paragraph 1.1.3 of the Investor 

guide (Modern labour system), the forms of employment 

in Kenya include the following.

a) Casual employment – where the employee is 

engaged for not more than 24 hours at a time and 

wages are paid on a daily basis. However, the contract 

will convert into a monthly contract if the casual 

employee works continuously for a period or a number 

of continuous working days in the aggregate of not 

less than one month or if the employee performs work 

that cannot reasonably be expected to be completed 

within a period of three months.

b) Fixed-term/temporary employment – where an 

employee is employed for a period of more than a day 

and for a specific term.

c) Permanent employment – where an employee is 

employed for an indefinite period or until a set retire-

ment age. The employee will be paid at the expiration 

of each month. This kind of employment is usually 

preceded by a probationary employment for six 

months, which can be extended by a further period of 

six months only with the agreement of the employee.

d) Contracts for services – where the employer may hire 

the services of a consultant or independent contractor 

to execute some work. The consultant or independent 

contractor will supply the necessary labour and the 

employer will not be involved in anything to do with 

the employment contracts of workers under such a 

relationship.

Guidelines on employment

a) A contract for service, whether oral or written, must 

conform to the requirements of employment. These 

requirements constitute minimum terms and condi-

tions of employment.

b) An employee can be engaged in an oral or written 

contract, provided always that a contract for a period 

of more than three months must be put in writing.

c) It is upon the employer to prepare the contract and to 

have the employee signify his consent by signing his 

name within two months of starting work.

Particulars of an employment contract

 Name, permanent address, gender and age of employee;

 Date of commencement of present employment;

 Length of notice to be given by and to the company or 

the subsidiaries (if any) to terminate employment;

 Place and hours of work;

 Job title and brief description of duties;

 Entitlement to annual leave, sick leave, bereavement 

leave, maternity/paternity leave or accrued holiday pay;

 Annual basic salary;

 Participation in any commission, bonus, share incen-

tive, share option or profit-sharing scheme or arrange-

ment, together with any other benefits provided (such 

as a car, loan, insurance schemes, accommodation, 

club membership, season ticket loans, staff discount 

or expenses arrangements);

 Disciplinary and grievance procedures;

 Benefits in kind; and

 Pension arrangements.

The payment of the worker will depend on the negoti-

ations between the employer and the employee. The 

government has, however, provided for minimum rates 

of remuneration or conditions of employment for certain 

industries, e.g. the agriculture and construction indus-

tries. These minimum rates are established in a wages 

order, which is published by the State Department 

for Labour (http://www.labour.go.ke/resources/catego-

ry/17-regulation-of-wages-guidelines.html). They consti-

tute a term of employment of any employee to whom 

the wages order applies and may not be varied by 

agreement.

PENSION AND BENEFITS

Kenya has a mandatory statutory National Social 

Insurance Pension Scheme for employers engaging 

Kenyan citizens. The National Social Insurance Pension 

Scheme provides the employee with a lump sum retire-

ment benefit.

Under the National Social Security Fund (NSSF) Act, 

employers are required to register with the fund and remit 

the employees’ contributions monthly using an employ-

er’s code. Deductions have to be remitted by the 15th of 

the following month or last working day before the 15th 

where this falls on a Saturday, Sunday or a public holiday.

Employees have the right to join a trade union and cannot 

be penalized or discriminated against by their employer 

for opting to join such a union. As long as a trade union 
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represents the simple majority of ‘unionisable’ employees, 

the employer must recognize it and engage it in discus-

sions involving the terms and conditions of the workers’ 

employment.

WORKING HOURS

The normal working hours in a week are 52 for day 

employees and 60 for night duty employees. In addition, 

the employee is entitled to one day of rest per week.

OVERTIME

Employers are at liberty to engage employees for extra 

hours, but with compensation. The Regulation of Wages 

(General) Order provides for the criteria of calculation of 

the additional wages (overtime pay). This is paid at the 

rates of one and one-half times the basic hourly rate on 

weekdays, and twice the basic hourly rate on rest days 

and public holidays.

However, there is a limitation to the extent that employees 

can work overtime. The overtime plus time worked in 

normal hours for employees engaged in night work should 

not exceed 140 hours per week and 116 hours for all other 

employees in any two consecutive weeks.

EMPLOYEES’ LEAVE

a) In every 12 consecutive months of service, an 

employee is entitled to 21 working days (excluding 

public holidays) of leave with full pay.

b) In addition to annual leave, female employees are 

entitled to three months maternity leave with full pay. 

Male employees are entitled to two weeks paternity 

leave with full pay.

c) After two consecutive months of service, an 

employee is entitled to sick leave of not less than seven 

days with full pay and thereafter another seven days 

with half pay, in each period of 12 consecutive months 

of service. Compassionate leave of up to five days may 

also be taken without pay.

DISMISSAL OF EMPLOYEES

Before the employee can be dismissed, the employer is 

required to give a notice of termination in accordance with 

the contract of service, except for casual employment, 

which can be terminated without notice at the close of 

any day. Probationary contracts may be terminated with a 

seven-day notice.

In case of termination or resignation without notice, the 

employer/employee is required to pay in lieu of notice 

according to the terms stipulated in the contract.

DISPUTE RESOLUTION OF EMPLOYMENT DISPUTES

Disputes between an employer and employee may be 

resolved by the labour officer or through conciliation, 

subject always to final determination by the Employment 

and Labour Relations Court.

As a last resort, a complaint or suit may be lodged in the 

Employment and Labour Relations court, which is the only 

court that is mandated to hear and determine matters of 

this nature. It may, therefore, be futile to attempt an arbi-

tration or mediation if the matter could still possibly end 

up in the Employment and Labour Relations Court.

OTHER RIGHTS

a) Upon termination of a permanent or monthly 

employment contract, the employer must pay the 

employee service pay for every year worked unless the 

employee was a member of a registered pension or 

provident fund or the National Social Security Fund.

b) An employee is entitled to a certificate of service 

upon termination of employment unless the 

employment has continued for a period of less than 

four consecutive weeks.

c) Severance pay of 15 days for each completed 

year of service during a redundancy.
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Procedure for registration as an employer

a) Apply for National Social Security Fund (NSSF) 

employer registration.

REQUIREMENTS: NSSF application form, certificate 

of incorporation or compliance (for foreign companies), 

company PIN certificate and business permit.

The application can be submitted to the Huduma centres 

(one-stop centres for government services) or the NSSF 

offices (http://www.nssf.or.ke/).

b) Obtain NSSF certificate of registration. The 

certificate will contain an employer’s code where the 

employer will be able to remit contributions for his 

Kenyan employees.

Duration: 1 day.

Cost: Nil.

In addition, an employer and employee may make their 

own private pension arrangements.

Kenya also has a mandatory statutory National Hospital 

Insurance Fund (NHIF) to which everyone with an income 

(except those excluded by national or international 

law) should be registered as a contributing member. 

Employers engaging Kenyan citizens are required to 

register with the fund and remit employees’ contributions 

to the fund monthly. All contributions are due by the 9th of 

the following month or the last working day before the 9th 

where this falls on a Saturday, Sunday or a public holiday.

Procedure of registration with NHIF

1) Apply for NHIF employer registration. This can be 

done at the NHIF offices.

REQUIREMENTS: NHIF application form, which is 

readily available on the institution’s website  

(http://www.nhif.or.ke/), certificate of incorporation/ 

certificate of compliance and company PIN.

2) Obtain employer’s code. The employer will be issued 

with a code with which he/she shall be remitting the 

employees’ contributions.

Duration: 1–2 days.

Cost: Nil.

GROSS INCOME 

(Shs)

MONTHLY PREMIUM 

(Shs)

0–5 999 150

6 000–7 999 300

8 000–11 999 400

12 000–14 999 500

15 000–19 999 600

20 000–24 999 750

25 000–29 999 850

30 000–34 999 900

35 000–39 999 950

40 000–44 999 1 000

45 000–49 999 1 100

50 000–59 999 1 200

60 000–69 999 1 300

70 000–79 999 1 400

80 000–89 999 1 500

90 000–99 999 1 600

100 000 and above 1 700

Self-employed (special) 500

In most cases, the medial benefits from the scheme can 

only cover a fraction of the actual medical costs. Hence, 

most companies provide employees with private medical 

insurance.

The provision of other benefits as a minimum requirement 

under the law, such as water, food, housing and medical 

attention, is the employer’s responsibility. Usually, the 

employer will give what is known as a ‘consolidated pay’ 

to the employee, which includes elements intended to be 

used for those benefits or that represent those benefits.

Other benefits above the statutory mandated benefits 

are offered wholly at the discretion of the employer, for 

example, bonuses, employee share purchase options, low 

interest rate loans, in and outpatient medical insurance, 

school fees, travel and entertainment allowances, etc.

©
 S

h
u

tt
e

rs
to

c
k
.c

o
m

46 Partnership for Investment and Growth in Africa (PIGA)


