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Abstract

This paper examines the political economy of thetiooed existence of slums in Nairobi.
Compared to the rest of the city’s population NBaii slum dwellers are excluded from
formal delivery systems in the land, housing andvises sector. Research on inequality in
Kenya identifies ethnic fragmentation as a keyoadsr unequal access to these resources on
the national level. Using a political economy agmio this paper challenges this notion. It
argues that in the case of Nairobi’'s slums classpp®sed to ethnicity has relatively greater
explanatory power. This argument is based on sexgrempirical evidence on the nature of
political patronage, rent-seeking and collectiveioac problems in the land, housing and
services sector in Nairobi’s slums.
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1 Introduction

Kenya’s capital Nairobi is a paradox. The city iemf the most important economic hubs of
the continent and contributes 60 percent of the Gbfhe Kenyan economy, which had an
annual growth rate of over six percent in 2007. Headquarters of UN-HABITAT, the
United Nations Human Settlements Programme, whscmandated to promote sustainable
cities with adequate shelter for all, are basedNmrobi. Nairobi fulfils some major
preconditions for politically accountable and pmmep governance: it has formal democratic
institutions, intense political competition, a mdlp of poor citizens voting in high numbers
and a vibrant media landscape. Yet, roughly 1.%5ianilpeople, that is 60 percent of Nairobi’'s
official total population, live in slums (Syaggaadt, 2001, 1). In these low-income informal
settlements the incidence of economic poverty gh hihousing is of sub-standard quality and
basic services are barely provided.

The contradictions in the city, and the fact thatising and service delivery are not only
technical matters but substantially subject topgbktical process make Nairobi an interesting

case for the study of the political economy of ¢batinued existence of slums.

Compared to the rest of the city’s population, Nhiis slum dwellers are excluded from
formal delivery systems in three major sectors:yTlaek the formal access to land, housing
and services. The unequal access to these thraarces is constitutive to the emergence and
persistence of slums and a major feature of inéyual contemporary Nairobi. Research on
inequality on the national level identifies ethfilagmentation as a key reason for unequal
access to these resources in post-colonial KengstéHy and Levine, 1997; Kanyinga, 2006;
Kiringai, 2006).

The political economy literature sheds light on timk between the unequal distribution of
public spending and ethnic fragmentation. Ethniagifnentation models attribute the
inequality in public spending to a patron-clientat®mnship between members of the same
ethnic group (co-ethnics). Additionally, these misdeedict that ethnic fragmentation results
in poor policies if ethnic diversity causes colleetaction problems and if people vote along

ethnic identity lines irrespective of the perforroarof politicians.

This paper challenges the notion that ethnic fragaten is the major cause of distorted
public resource allocation and thus of the persit#eof slums. It argues that in the case of
Nairobi’s slums class as opposed to ethnicity b&dively greater explanatory power.
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To examine the respective roles of ethnic fragntemtaand class as explanatory variables
this paper draws on secondary empirical evidenoen fmultiple sources. It provides a
narrative showing that an elite dominance story/lietter with the realities in Nairobi than the
ethnic fragmentation story.

This argument is theoretically based on the integgsup model, a political economy
approach which stresses the link between incomettandikelihood of successful lobbying.
The model posits that economic power enables alffledites to lobby for, and thus buy,
favourable policies from politicians leading to goal public spending decisions.

Empirically this argument is based on findings frahe analysis of collective action
problems, rent-seeking and political patronageour fareas: The land market, the housing
sector, the provision of basic services and slugragting projects. Although not invalidating
ethnic fragmentation as an explanatory factor, fraper finds that benefits and costs are
primarily distributed according to income: the aéht and politically well-connected elite
and not specific ethnic groups benefit from thetowed existence of slums; accordingly
costs are predominantly born by lower income grdegdenging to all major ethnic tribes in
Nairobi. Furthermore, the failure of slum residetdscollectively improve their settlements
can only partly be attributed to ethnic divisiongher factors, such as lack of resources, are

also important.

The paper itself falls into four sections. The tfisection is a general introduction to the
relevant literature in the field of political ecang. The second section outlines the
methodology of the study. Focusing on the case afdWi the third section analyzes the
pattern of land, housing and services provisiowel as slum upgrading efforts. Section five

presents concluding comments.
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2 Literature Review: Identity-Based Political EconomyModels

The public allocation of land, housing and servites core element of the economics of
urban planning. Therefore, from an economic petsgecthis paper is concerned with the
economic outcomes of policy decisions and analyhesdistribution of benefits and costs
between different groups of people.

On the other hand, the allocation of public resesrés essentially a political decision.
Politicians intend to allocate public spending iays that improve their chances of winning
elections. In order to do so, public officials gamovide goods universally and thus improve
the lot of everyone, or they can target resourodedalities, individuals or specific groups.
Land, housing and services however share some athestics which make them prone to
targeting. Firstly, they have a strong spatial aspad can be used to benefit the people living
together in a specific location, for instance resis in ethnic enclaves or in high-income
areasSecondly, these goods are highly visible so thait tilocation can easily be attributed
to a political actor thereby increasing the chanoésre-election. Thirdly, the publicly
constrained supply and the existence of low marlgiosts facilitate the exploitation of rents.
Thus, an analysis of the unequal allocation of Jdmalising and services seems ideally suited
to reveal the political motives behind the contih@gistence of slums.

Political economy seems to be particularly adequatexplore the dynamics of slums: it

could shed light on the economic outcomes of unlegasmurce allocation, on the incentives
of political actors, and on the feedback of ecommronsequences of resource allocation
decisions into private agents’ policy preferencébis section presents the two political
economy models, which form the theoretical framdwaf the analysis: the ethnic

fragmentation model, which is in line with existirgidence pointing to an ethnic bias in the
allocation of public resources, and the interesugrmodel, which provides an alternative
explanation for distorted public policies.
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2.1 The ethnic fragmentation model

In Kenya ethnicity is a politicised phenomenon,duss a criterion of access to economic
resources such as land (Kimenyi and Ndung'U, 2@0%&) to political power (Mueller, 2008).
There is overwhelming empirical evidence that bpitwverty and public spending are
unequally distributed in Kenya (SID, 2004, 13-38).the same time ethnicity has a strong
spatial dimension in Kenya due to the historicallgtermined patterns of ethnic land
settlement which facilitates targeting specificrethgroups. In combination these pieces of
information suggest that politicians target pubksources to their ethnic constituencies in
their regions of origin. Although there are severaveats to this interpretation (particularly
that the allocation of funds is also demand-driyémg figures below are illustrative.

In 1968 Jomo Kenyatta, a Kikuyu, became the firshyan president, leading a coalition first
with Luo and then Kamba politicians. In 1978 Dafieap Moi, a Kalenjin, became president
in alliance with the Kamba and smaller groups (Kagg, 2006, 356). Barkan and Chege
(1989, 448-450) analyze the allocation of road dng investments in Kenya between the
home regions of Kenyatta and the Moi ethnic caaisi and find that under the Kenyatta-led
Kikuyu coalition the share of investment in roadibng was 44 percent in coalition areas
and 32 percent in non-coalition areas. When themjad coalition of Moi took power in 1978
the shares went to 16 percent and 57 percent rdaggcRobinson and Torvik (2005, 4) find
that by the sixth year of Moi’s rule his politidaase was still getting 67 percent of the roads
budget compared to 16 percent for the Kenyatta.dés@gai (2007, 37) documents that all
newly created public universities under Moi werethie Kalenjin dominated Rift Valley or
Nyanza provinces, the major location of the Luos. iMiversity was located in Central and
Eastern provinces, which are primarily Kikuyu.

In light of these findings, several scholars coesiéthnicity as a major determinant of
inequality in contemporary Kenya (see Kanyinga, &0RBiringai, 2006; Mueller, 2008;
Steward, 2008). The ethnic fragmentation modeliples a theoretical framework for this
view. This political economy model focuses on pcdit patronage as the mechanism that
links the unequal distribution of public spendimglathnic fragmentation.

Political Patronage

Political patronage is the provision of targetediaeds by a patron to clients which may be
individuals or groups. Patron-client relationshge reciprocal: The patron delivers desired
benefits such as favourable policies or opportasito exploit rents in exchange for goods
and political loyalty. In the ethnic fragmentatiorodel political patronage takes the form of a
differential reward to different ethnic groups. $hseems particularly applicable to
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contemporary Kenya, where harambkas long dominated development policy and formed a
clientelist framework (Thomas-Slayter, 1991). Thwreolitical patronage does not need to
be limited to official channels of budget allocatjdout may also take the form of bribes. This
could explain Mauro’s (1995) finding that ethnigaitagmented societies are more corrupt.
There are two main mechanisms that link ethnicitgl golitical patronage. More generally
politicians in ethnically fragmented societies nigtablish a patron-client relationship with
co-ethnics to mobilize or reward their politicapport. Furthermore, as Fearon (1999) argues,
political coalitions aimed at the capture of resagrhave a strong incentive to limit their size
in order to increase each winner's share and etyhnaorks as an excellent criterion to
exclude individuals from the benefits. The reaserhat, in contrast to party affiliation or
ideological beliefs, ethnicity can not be chosenruyviduals.

However, in ethnically fragmented societies anotbeenario seems equally plausible: If
people vote along identity lines and irrespectit@ublic performance politicians wishing to
acquire power have to spend less resources in isgctine support of their ethnic
constituencies. Lindbeck and Weibull (1995) shoat ih such a situation a politician benefits
more from targeting swing voters. Thus, voterstingic preferences for candidates may
mean that they receive less material benefits. iBhadso a compelling assumption for Kenya,
where elections are “fundamentally an ethnic ceéhsaswhich policy records play a
secondary role (Bratton and Kimenyi, 2008, 279-287)

Collective action problems

The ethnic fragmentation model also sheds lightanather feature of ethnically polarized
societies: Ethnic fragmentation seems to be agsacigith a lower provision of goods which
improve the lot of everyone and cannot be targdfedterly and Levine (1997) provide cross-
country evidence that ethnically diverse societie®st less in schooling and infrastructure.
Alesina et al. (1999) find that the shares of pubpending on basic services in U.S. cities are
inversely related to the city’s ethnic fragmentatidhe ethnic fragmentation model attributes
this to collective action problems in ethnicallyelise groups. Alesina et al. (1999) argue that
the underlying reasons for these collective actimblems are divergent preferences over the
type or amount of a good to be funded

Another strand of research relates collective agtimblems in ethnically diverse societies to
social capital. As social norms, trust, and netwark civic engagement are less pronounced
across than within ethnic groups, social capitaupposed to be lower in ethnically diverse
communities. Low social capital might be evidentairpreference for homogenous groups.

! Harambee started as a means for community mentersrk collectively on small-scale projects. Thisrh
of locally generated self-help facilitated a patadient relationship between co-ethnics as theuefft elite of a
community located throughout the country is expgttesupport their home communities (Thomas-Slayter
1991, 306).
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Alesina and La Ferrara (2000) find that participatin social groups is significantly lower in
more ethnically fragmented localities and that éhimslividuals who choose to participate less
in racially mixed communities are those who mospage racial mixing. Luttmer (2001)
presents empirical evidence that individuals inseetheir support for welfare spending if a
larger fraction of welfare recipients in their at@glongs to their racial group. This suggests
that, as a result of low social capital, individuatay attach a positive utility to the welfare of
co-ethnics but less or no utility to the welfarenoin-group members. Miguel (2001) presents
evidence that in Kenya the lack of social capitabaesults from the inability to impose
social sanctions. He finds that school committeegthnically diverse areas impose fewer
sanctions on defaulting parents and consequenthe lh@aver primary school funding and
worse school facilities. This suggests that thénéigrequency of social interactions among
co-ethnics offers greater opportunities for samitig co-ethnics.

Kenya makes an interesting case for the studyexelpredictions, because of its high degree
of ethnic fragmentation. Kenya is home to more th@rethnic groups, the largest ones being
the Kikuyu, Luo, Luhya and the Kalenjin none of wathiis large enough to dominate other
major groups (Government of Kenya, 1999, 6-2).

2.2 The interest group model

Socio-economic divisions and elite bias in publidiqy suggest that, besides ethnicity, cfass
Is a major determinant of political decision-makingKenya. Especially in an urban setting
like Nairobi, intra elite linkages tend to be batithin and outside their own ethnic group
(Thomas-Slayter, 1991, 308). Furthermore, highdeece of poverty and income inequality
highlight the importance of class as a factor obitiwation and determinant of opportunities:
52 percent of the national population lives beldwe national poverty line (UNDP, 2007,
239). Moreover, the ten percent of the richest Bbakls in Kenya control more than 42
percent of income, while the poorest ten percentrobless than one percent of income (SID,
2004, 5). With a gini coefficieftof 0.57, Kenya ranks among the top ten most urlequa
countries in the world and the fifth in Africa. S®al studies illustrate that the pattern of
public spending in many developing countries issbthtowards the affluent elite. Alesina
(1998) presents cross-country evidence that sspahding on public employment, higher
education, social security and health dispropodiely benefits middle and higher income
groups whereas the poor often lack access to theswitions.

2 This paper approaches the notion of class in natietims with an emphasis on income and the agsdcia
social status.

®The gini index measures the area between the L&@enz and a hypothetical line of absolute equality
expressed as a percentage of the maximum area tinedieypothetical line. The gini coefficient randetween
zero and one, with the values closer to one intligagreater inequality.
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The interest group model posits that the underlygagse of such unequal public spending
decisions is a patron-client relationship betwebe affluent elite and public officials
(Addison and Rahman, 2001, 5). To bargain with tpidins over policies and resources
individuals mobilize to form interest groups. Agenwho manage to overcome collective
action problems and organize themselves into ayiobave more influence than less
organized groups and are thus likely to receiveemmmnefits (Olson, 1965). Politicians then
receive monetary transfers — donations to politgatties, direct bribes etc. — and offer in
exchange benefits to their clients, for instan@edpportunity to exploit rents in the housing
and services sector. Interest groups with moreuress are more likely to succeed as they
can spend more in lobbying activities (Persson &abellini, 2000, 59-61). In this model
political patronage is thus the outcome of the sssful lobbing of interest groups.

In contrast, a lack of resources, exacerbated dwadisociated lack of access to credit markets,
prevents poor interest groups from establishindrsugatron-client-relationship. Thereby a
lack of resources not only determines the barggirpower of a group but also group
formation. The poor are likely to face more sewakective action problems and are thus less
organized. One reason is that lobbying is costlgsdrirces are necessary to mobilize group
members, to gain the skills necessary for lobbyargl to take time off from gainful
employment. Furthermore, the poor have collectistorn problems because they face more
difficulties in accessing and evaluating informati¢ligher income groups are likely to have
gained essential analytic and reading skills inrteéucation and to have access to costly and
independent media information. In contrast the pa@r likely to lack information, due to
illiteracy or because they only have access todrestate-controlled national media.

Thus the model explains inequalities in the allmrabf public resources by the fact that their
economic power and the wealth associated withabknthe affluent elite to buy favourable
policies. Hence, elite bias is induced by pronodniceome inequality. This is in line with
evidence from Uganda: Reinikka and Svensson (2@6d)that during 1991 and 1995 on
average only 13 percent of the intended funds fongry education reached the schools,
whereby schools in better-off communities managedckaim higher shares of their
entittements. The finding also suggests that inconeguality works as a proxy for the
political bargaining power of the rich versus th@op Consequently, the more unequal a
society's income distribution, the lower will beethargaining power of the poor compared to
the rich, and thus the greater will be the extdrllocations in favour of the rich.

In light of the high incidence of income inequalityKenya, Nairobi, itself with a gini of 0.59
(SID, 2004, 14), is an appropriate case to examihether the predictions of the model fit
with the realities in a specific setting.
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3 Methodology

For the design of adequate policies to tackle tmlenge of rapidly expanding slums, it is
necessary to consider the dynamics behind this gzhenon. Political economy offers
adequate tools to explore these dynamics becaus® sire essentially a consequence of the
politically determined access to resources. Yetdpglication of specific political economy
models to research on slums largely remains a gaphé literature on Third World
urbanisation. This paper therefore aims to extdra understanding of the causes of the
continued existence of slums by providing a stbat ts formed by political economy.

Nairobi was chosen for a case study for two magasons. First, Nairobi is a prominent case
as an estimated 1.5 million people, roughly 60 @etrof the city’s official population, live in
slums (Syagga et al., 2001, 1). Second, Nairotepsesentative. It is typical in the sense that
its characteristics, such as high income inequaliigidence of corruption and ethnic
polarization are consistent with assumptions of th@itical economy models under
consideration. This facilitates the applicatiorfinflings to other settings.

Three processes are recurrent themes in the dthgimentation and the interest group model
of political economy. First, the literature emplzasi the role of political patronage. Second it
indicates the importance of rent-seeking becaus@tilvate rewards to clients by a patron can
take the form of the allocation of opportunitiesetmploit rents. As land, housing and services
have characteristics which make them prone for-seeking, this process is likely to be
highly relevant for the analysis. The third recatr¢heme in the literature review is the
collective action problem.

This determines the focal points of the analysseValuate whether the ethnic fragmentation
or the interest group model fits better with thalitees in Nairobi, the paper will examine
whether patron-client relationships develop alotithie or class lines. If the elite model is
valid, one would expect that it is the affluentttbanefit from political patronage; if specific
ethnic groups are rewarded or excluded from themasirof benefits it suggests that the ethnic
fragmentation model works better. Additionally tealysis will explore the respective roles
of ethnic diversity and lack of financial resour@sscauses of collective action problems.
These three processes — patronage, rent-seekingdledtive action failures — will be
analyzed in four areas: the land market, the in&drimousing market, the provision of
infrastructure services and slum upgrading, alvbich are linked to public policies towards
low income housing.

This case study takes the form of an analyticatatiale drawing on secondary empirical
evidence. The reviewed published and grey liteeahars multiple sources such as qualitative
empirical studies, annual reports, and newspajpietes. Interested in theontinuedexistence
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of slums the data mostly refers to the last twoades. It also makes sense to focus on the
period after 1990 because this is when the mutigsystem commenced and the heightened
politization of housing and land policy associateth it.

There is a rich amount of studies on Nairobi’'s uowever, due to the politically sensitive
nature of the subject, the evidence presented setdkes the form of “hard facts”, but rather
has a suggestive character, drawing heavily onitgtigé data from interviews.

It is plausible that both the ethnic fragmentatard the interest group model can explain
realities in Nairobi and may even work in combipati This is because in Kenya class and
ethnicity are characterized by co-existence anéraction. Segregation by income, for
instance, has a strong ethnic dimension as isatelicby the strong regional disparities in the
distribution of poverty (SID, 2004, 13-14). Thenefothis case study does not seek to
invalidate one of the models, but rather aims @@ate the relative importance of the interest
group and the ethnic fragmentation model.
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4 The case of Nairobi

This section presents the case of Nairobi. It fpsivides some background information.
After the introduction there follows an analysistbé land market, the low-income informal
housing sector, the pattern of service provisiath slam upgrading in Nairobi.

Spatial segregation in Nairobi

To keep the African population low and to preveme spread of infectious diseases the
British colonial administration restricted the nagon of Africans to Nairobi and
systematically racially zoned the city (K’Akumu a@lima, 2007). With the attainment of
independence in 1963 the racial residential setjmggavas reduced, and economic forces
reclassified settling patterns during the firstatse of independence. In contemporary Nairobi
“the low-income group on specific locations, ané thigh-income group on the other have
created two new ends of the spatial divide” (K’Akwand Olima, 2007, 92). There is a clear
segregation between high-income areas with low itlesdocated primarily in the western,
northern and southern parts of the city, and logaine areas with high densities in the east.

Ethnic partition, however, has not been completgigdicated. Contemporary Nairobi is a
multi-ethnic city, with the Kikuyu predominant (cstituting 33 percent of the city's

population), followed by the Luo, Kamba and Luhyaoyernment of Kenya, 1999, 6-3).

While individual informal settlements, like highcome residential areas, are ethnically
mixed, villages within an informal settlement oftshow a rough demarcation along ethnic
lines, with one or mostly two predominant ethniows (Syagga et al., 2001, 153). The
reason for the settlement along ethnic lines isymeably that migrants tend to look for
housing where social networks exist, and thesefea based on ethnicity.

Slum formation

The first squatter settlements emerged during tbn@al period when the colonial
administration discouraged the provision of largaks public housing for the African
population in order to curtail the influx of Afrina into Nairobi (Obudho and Aduwo, 1989).
When the restriction of the migration of Africane tNairobi was lifted following
independence the population in Nairobi increas@infr350,000 in 1963 to 2.5 million
inhabitants today (K’Akumu and Olima, 2007, 92).eTimcreasing demand has not been
matched by a well-planned provision of adequatesimgu Therefore the growth of informal
settlements has accompanied the growth of the ptpal In part the failure of Nairobi’'s
authorities to provide access to land, housingsamndices to the growing number of residents
can be attributed to the lack of financial resosraed poor management (Syagga et al., 2001,
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46). However corruption in the Nairobi City CouficiNairobi’s spatial segregation and the
possibility to target land, housing and serviceggest that the lack of finance and
management failures are also endogenous outconpegitiéal decisions.
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Fig. 1. Formal and informal settlements in Nair@ource: Shihembetsa, 1995, reproduced in
K’Akumu and Olima, 2007, 88.

“ The Nairobi City Council was ranked the third mostrupt public sector organisation in Kenya by
Transparency International (2008).
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4.1 The land allocation process

After independence all land in Kenya, which hadrbeppropriated to the Crown under
British rule, was renamed government land. The @uwent Lands Act provides that before
public land is allocated, the Commissioner of Laras the final authority in the process,
should advertise that land and sell it at a puéliction to the highest bidder (Syagga et al.,
2002, 68). Yet due to a system of political patgmat is, as predicted by the political

economy models, not only ability to pay but alsditmal considerations which determine

access to land.

4.1.1 Land grabbing

There is overwhelming evidence that procedureghi®iproper allocation of land are routinely
by-passed to benefit a small group of individudlsha expense of the public (Syagga et al.,
2002, 90; Transparency International, 2003). Amordfiya, Kenyan Minister for Lands and
Settlement, sees the allocation of land since iadépnce as “a pay-back system for political
supporters, though limited to certain groups ofgde’d(Transparency International, 2003, 1).
Much of this politically distorted allocation ofrid, referred to as land grabbing, was made
public by the 2003 appointed Ndungu Commissioriodind that more than 200,000 illegal
titles were created between 1962 and 2002 by tdhersrof the President, senior public
officials and politicians. That the motives behiteése illegal land allocations were not just
personal enrichment but political in nature, suggése finding that land grabbing increased
around the time of elections and reached its peake multiparty-era starting in the 1990s
(Ndungu, 2006, 5-6). The commission found thatlime with the interest group model,
beneficiaries of grabbed land are part of the Kanghte: ministers, senior civil servants,
politicians and politically well-connected businessh.

In Nairobi land grabbing has affected the urbardlamarket in the form of spiralling land
prices and illegal developments (Kinyungu, 2007prébver, the distorted allocation of land
has translated into about 60 percent of Nairobopyation currently living in informal
settlements but occupying only 5 percent of thelesgial area (Syagga et al., 2001, 26).
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4.1.2 Effects of the distorted land allocation system oNairobi’s informal settlements

In Nairobi the provincial administration, represstby local chiefs is entrusted with
supervising informal settlements (COHRER006, 84). Despite not having the jurisdiction to
do that, officials of the provincial administratioeportedly allocated public or private
unclaimed land in slums to private individuals dnchs (COHRE, 84-85; Syagga et al., 2001,
78). Thus slums may be referred tard®rmal settlements not only because the development
of housing but also because the allocation of lzasino legal basis.

As a consequence of the distorted land allocatrocgss 92 percent of the slum households
in Nairobi are rent-paying tenants (World Bank, @086). Thus slums, which are mainly
located on public land, operate like the formall restate market. The best documented
example is Nairobi’'s largest slum Kibera housingrov00,000 people: Despite being mainly
located on public land 93 percent of the resideats tenants (UN-HABITAT and
Government of Kenya, 2005, 10, 45).

Syagga et al. (2001, 126) find that it is almospassible to put up a structure within any
slum without permission of the chief. In exchange fand officials expect some reward
which in most cases takes the form of bribes (COHRED6, 85). However, as a form of
political patronage, the system of illegal lancdbedition does not depend solely on ability to
pay. The Ndungu commission finds that churches aird¥i were allocated land, often for
very small sums of money, as an inducement or mkviar mobilising political support
(Mugonyi, 2004). Odenda Lumumba, Coordinator ofKlesya Land Alliancé argues that in
most cases officials allocate land to affluent widlials at premiums far below the market so
that even the poor could afford them. This suggsts besides ability to pay it is important
to have political leverage to acquire land in infiat settlements.

This also supports the limited data available @gbcio-economic background of landlords.
In line with the interest group model, landlordsimfiormal settlements belong to Nairobi’s
elite. COHRE (2006, 85) finds that landlords in fdai’'s slums tend to be relatively wealthy
and, as expected in a country where campaign fenalepends on private funds, politically
influential. Their high economic status is alsoigaded by the finding that up to 95 percent of
the structure-owners in Nairobi's slums are absetardlords living outside the slums
(Gulyani et al., 2006, 43). Thus, resident landdordnstitute a minority.

There is empirical evidence that the group of lardh also includes politicians and members
of the provincial administration (COHRE, 2006, 3&nis,1988, 90; Syagga et al., 2002).

®Kenya’s system of local chiefs is a remnant ofdbkenial administration. Although their legal powdrave
been partially curtailed, chiefs still command sfigant authority within the settlements (COHRE 080 37).

® The Centre on Housing Rights and Evictions (COHREN non-governmental organization (NGO)
campaigning for the protection of housing rights.

"The Kenya Land Alliance is a network of civil sagi@rganizations and individuals advocating fordamolicy
and law reforms in Kenya.
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Cassius Kusienya (2004, 5), Assistant DirectohefMinistry of Housing, describes well the
interaction between income and political influenoeMathare Valley. In Nairobi’s second
largest informal settlement absentee-landlords

“grew to become the most powerful people in thensluproviding not just dwellings,
shops and other commercial entities but often guaitical leadership. Hence their
close association with the local political leadgrsisome actually got elected to the

City Council of Nairobi and even parliament.” (Kasya, 2004, 5)

Empirical evidence that public officials have alted land in Nairobi’'s slums to benefit
specific ethnic groups is scarce. Amis (1983,148}1lfustrates for Kibera how the Kikuyu-
dominated provincial administration rewarded coaath illegally with public land. As a
result today Kikuyus are predominant among largdesdandlords in Kibera, which
historically was a Sudanese enclave. Also in otiidormal settlements Kikuyus are
predominant among landlords, for instance in Mahdalley and Dagoretti (Chege, 1981,
79). This suggests that, as the ethnic fragmemtatiodel predicts, patrons have used land in
Nairobi’s slums to reward specific ethnic groups.

However, Amis (1983, 162) argues that in Kiberangepolitically well-connected was the
main precondition for access to land and this ntagnay not involve ethnicity. The fact that
today the group of landlords in Kibera, like in ethinformal settlements, is ethnically
heterogeneous supports Amis’ argument: They incluge Luhya, and Kambas (Irin, 2001).
What also goes against the predictions of the etfmaigmentation model is that the slum
dwellers who are excluded from, and bear the coistthe distorted land allocation process,
belong to all major ethnic groups in Nairobi, indilng the Kikuyu (IRIN, 2001; Syagga et al.,
2001, 153). In Mathare Valley, Nairobi’'s secondgkst slum, Kikuyus are not only
predominant among landlords but also among ten@tiege, 1981, 79). Moreover, rather
than by specific ethnic identities, slum househatd¥Nairobi can, in line with the interest
group model, be better characterized in socio-econiterms, as 73 percent of them can be
classified as poor (Gulyani et al., 2006, 15).

There are two plausible explanations for the seapndole of ethnicity in patron-client
relationships. First, ethnicity may be used as ddiiteonal criterion to further limit the circle
of affluent and well-connected beneficiaries. Segomcome has an ethnic dimension in
Nairobi, where the Kikuyu have more assets thanLie and Luhy (Steward, 2008, 8).
Thus, the predominance of Kikuyus as landlords iimeka might also result from the higher
economic status of the ethnic group as a whole.

8 In Nairobi only the Kalenjin, whose elite was pably created in the Moi regime, are richer thanKieiyu
(Steward, 2008, 9)

° A third non-economic explanation for the predomiteof Kikuyus among large-scale landlords is thay
constitute the largest group in the city, thatng ¢hird of the its population (Government of Ken{899, 6-3).
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What about collective action of slum dwellers taghase land? Land-buying cooperatives
have played only a marginal role in Nairobi (Syagdaal., 2001, 93). Often land-buying
companies started their operations as cooperativegposed of slum residents. However,
later the cooperatives attracted shareholders fautside the settlement due to the
profitability of the market. The results were eithleat the companies became controlled by
the non-original shareholders or dominated by alsgnaup of slum residents who grew to be
large-scale landlords (Syagga et al., 2001, 93gg€h(1981, 78) documents this in Mathare
Valley where Kikuyu slum residents pooled resourard became large-scale landlords as
well as the political leaders in the settlementisHuggests that the failure of slum dwellers to
act collectively and form land-buying cooperativies been due less to ethnic fragmentation
than to the dominance of commercial interests.

4.1.3 Conclusion

The analysis shows that political patronage in pllic allocation of land in Nairobi is
effectively subsidizing a group of affluent, wetirinected agents. The land allocation process
consolidates their economic power as well as thidigad power of public officials. The
realities in Nairobi fit with the interest group del because both landlords and tenants
represent all major ethnic groups but are dividezbeding to income.

The predominance of specific ethnic groups amonglltads in individual settlements
indicates that the ethnic fragmentation model tao explain part of the inefficiencies. Yet, it
cannot do so alone. When it comes to explainingdibtrted distribution of land in Nairobi
both of the models need to be used in combinafitis suggests that ethnicity affects the
allocation of land insofar as it is used as an @althl instrument to limit the number of
beneficiaries in the land allocation process at &slinked to the economic status of clients.
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4.2 The housing sector

Huchzermeyer (2008, 30) finds that within Nairobiésv-income housing market council
housing stock plays no regulating role becausetlemtént to units is through illegal
inheritance of occupation rights and political patge. As a consequence, units are rented far
below market rates to middle class households. ihgciccess to land und public housing,
the only option for the poor and less connectetb iresort to the informal housing market.
Yet the dynamics of this market both indicate amckease the power imbalances between
slum dwellers on the one hand and landlords antigatficials on the other hand.

4.2.1 The profitability of the slum business

Informal rental housing in Nairobi is dominated layge-scale landlordism (Amis, 1984, 88;
Syagga et al., 2001, 93). Amis (1983, 206), fotanse, finds that in Kibera six percent of all
landlords own 25 percent of all rooms. This indésata high degree of ownership
concentration. Furthermore, increasing densitiedNairobi’'s slums suggest that structure
owners, bypassing official regulations, maximiseithncome by constructing an increasing
number of units on plots (Syagga et al., 2001, 868)a consequence densities in Nairobi’s
slums have reached 250 units per hectare compar28sl tinits per hectare in middle income
areas (Syagga et al., 2001, 21). Additionally,rdmapant illegal construction of extensions in
plots and the resulting problems of providing basicvices have turned many of the formerly
planned low cost estates in Nairobi into slums.

Additionally to operating on a large scale landirtty to maximize their profits by
minimizing the costs of building a structure andximazing rents. Therefore landlords have
an incentive to provide low quality housing lackibgsic facilities. BPEP (2004, 2), for
instance, documents that landlords are reluctarfottieit any potential rental income by
providing scarce land to construct toilets.

Particularly in light of the poor quality of houginments are high: Gulyani et al. (2006, 37)
find that slum households pay on average a momgmtof 790 Ksh (US $11), accounting for
12 percent of the average monthly income. Amongntagor expenditure categories, rent
appears to be second only to food. Syagga et @02(25) report that if the Kenyan Rent
Restriction Act was applied effectively in Nairabislums, “rents would decrease by 70
percent (...).” This “high cost low quality trap” (Gani et al., 2006, 43) allows landlords to

19 Building Partnerships for Development (BPD) isNBO focused on improving access to water and
sanitation.
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make a 100 percent — tax free — return on rentaesiment in only three years
(Huchzermeyer, 2008, 30).

The opportunity to extract high rents and to ope@t a large scale indicates the major role
of political patronage in the informal low cost Ismg sector. First, the system of political
patronage restricts access to land to a small gpbpeople and these barriers to market entry
enable landlords to earn oligopoly profits in treusing market. Second, to invest on a large
scale in slums, one must feel politically secureud only the politically well-connected are
able to build on a large-scale structures violabodding standards or located on public land.
This is in line with the finding that slums haveebetreated differentially and it is primarily
those lacking political protection which have belemolished (Macharia, 1992).

4.2.2 The landlord-tenant relationship

While the relationship between landlords and thevimcial administration is one of

reciprocity, the landlord-tenant relationship isngrally conflictive and characterized by
power imbalances. These are both evident in, angded&om, differences in social status:
Landlords, as outlined above, tend to belong tbiérigncome groups and are politically well-
connected, whereas 73 percent of Nairobi’'s slumsébaolds are poor according to an
expenditure-based poverty line (Gulyani et al.,@001).

To consolidate their economic power landlords séeradopt two major strategies. First, a
strategy of social distancing as indicated by then@menon of absentee-landlordism and the
use of intermediaries to collect rents (Gulyaniakt 2006, 35). This depersonalisation of
landlord-tenant relationships facilitates the estiicn of rents.

Second, landlords use a strategy of ethnic mismatithough tenants generally prefer to rent
rooms where structure owners belong to their etlgnowip, in the majority of the informal
settlements landlords primarily choose tenants fodher ethnic backgrounds (Syagga et al.,
2001, 153; Amis, 1983, 261). The fact that thesanés can not seek preferential treatment in
the payment of rent on the basis of some tribahllyysuggests that landlords select tenants
from other ethnic groups to facilitate the extrantof rents.

Furthermore, there is evidence that within mosinstullages more than one ethnic group is
predominant (Syagga et al., 2001, 153). This ia inth Amis’ (1983, 260-262) finding that
landlords in Kibera prefer mixed tribe villages astductures, presumably to make collective
action of tenants more difficult. If the assumptithrat landlords take advantage of ethnic
polarization by actively inducing collective actigroblems is valid, then ethnic mixing
emerges as a third strategy of landlords to codatditheir favourable position in Nairobi’s
political economy.
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The effect of collective action problems on povercsures in Nairobi’'s slums

Whether actively encouraged by landlords or nota$@nd community based organizations
(CBOs) complain that, as predicted by the ethragrimentation model, conflict and low social
trust between different ethnic groups make colectction of tenants more difficult (Weru,
2004, 48; BPD, 2004, 1). This in turn increases gownbalances in the landlord-tenant
relationship. As a result, in line with the ethifi@agmentation model, ethnically homogenous
groups are a preferred form of participation in idlar's informal settlements (Cifuentes,
2008, 20; La Ferrara, 2002).

Yet frequent violent conflicts between landlordsl a@nants over rents suggest that housing is
an issue that can politicize slum-dwellers. To ddie most serious conflict occurred in
Kibera in 2001 when tenants from a variety of ethmackgrounds jointly organized a rent
boycott. This provoked violent clashes with landemwhich lasted several weeks and spread
to other informal settlements (IRIN, 2001). Theecad rent conflicts suggests that, if the
expected benefits of cooperation are high ethnicerdity does not necessarily inhibit
collective action, at least not short-term mobiiiza for a specific aim.

Additionally, as posited by the interest group mopdkim dwellers seem to face problems in
organizing themselves, not only because of ethmaignientation, but also because they are
poor. A recent study of Kibera finds that, membefr<CBOs consider the lack of financial
resources as a major obstacle for their work (UNBHBAT and Government of Kenya,
2005, 17). Graham and Alder (2001, 79) point oat the most fundamental problems shelter
co-operatives face are a lack of resources comhintbdhigh interest rates. CBOs also have
difficulties in accessing and evaluating officiaifarmation, particularly because they lack
English skills and official documents are not pdrd in Kiswahili (COHRE, 2006, 6).

4.2.3 Conclusion

In light of the finding that both landlords and &es are primarily characterized by their
economic status as opposed to their ethnic identity analysis of the low-cost housing
market strengthens the case for the interest gnoagiel: The distorted allocation of land has
created a situation of legal uncertainty but detdfamecognition of Nairobi’'s informal
settlements. As the analysis of costs and benafitse housing market shows, landlords take
advantage of this situation by earning high prdfitthis unregulated environment.

Ethnic polarization, as predicted by the ethniayfn@ntation model, is a major cause of
collective action problems and thus also contribute the persistence of Nairobi's slums.
However, realities in Nairobi can more fully be &iped by elite bias. This suggests the
finding that collective action problems are preshiyaactively induced by landlords to
maintain their economic benefits and also resuolinfthe lack of financial resources.
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4.3 The provision of basic infrastructure services in Mirobi’'s slums

Access to basic public services in Nairobi's slurssfar lower than Nairobi-level data
suggests (Gulyani et al., 2006, 49-53).

Gulyani et al. (2006, 50) find that less than orfia fof the slum households have access to
piped water, that is private in-house connectionyard taps. The vast majority of slum
dwellers rely on water kiosks to buy water fromvpte providers. By comparison, studies
reporting data for Nairobi as a whole place thepprtoon of households with access to piped
water at 71 percent (Gulyani et al., 2005, 1258k ihequality in access to basic services also
applies to electricity connections: One in five Belolds in Nairobi’'s slums (22 percent) is
connected to electricity and uses it as a lighfurg). In contrast, in the city as a whole 52
percent have electricity connections (Gulyani et @006, 51). Despite the negative
externalities of garbage, less than one in a huhsltem households (0.9 percent) is served by
a publicly provided collection system (Gulyani &t 2006, 52). The vast majority of the
households in informal settlements dispose of sshdte by dumping, burning or burying it.
On the level of Nairobi province six percent of timuseholds are at least infrequently served
by a publicly provided garbage collection systenDHS, 2008, 24).

Keeping in mind Nairobi’s spatial segregation adaag to income these exemplary figures
illustrate that residents of higher income areaspmovided with better infrastructure services
than the urban poor living in the slums. The gowsnt justifies this by the fact that slums
are informal settlements and that the deliveryarVises would be equivalent to their official
recognition (Wegelin-Schuringa and Kodo, 1997, 1819gwever, one might argue that the
acquiescence regarding the operations of landlandsthe abuse of power of public officials
in Nairobi’s slums constitutes a de facto recognitof informal settlements. What also casts
doubt on the official justification is that publafficials in Kibera tend to divert available
water from the existing piped network to neighbogrhigh-income areas where both revenue
collection and political influence are greater (Matha, 2005, 5). This suggests that, in line
with the interest group model, the better coverafydigh income areas also results from
successful lobbying of higher income groups. Whagtsgagainst the predictions of ethnic
fragmentation model is that slum dwellers, repréesgnall major ethnic groups in Nairobi,
are served equally poorly by the public system.

If slum dwellers could access reasonable qualityises at affordable price from alternative
providers, they would not lose from the lack of lailservices provision. Yet in Nairobi's
slums the gap left by the government has not bided &dequately.
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4.3.1 Non-commercial service providers

CBOs and NGOs are only minor players in the provisdf basic services (Huchzermeyer,
2008). Cifuentes (2008, 21) finds that in the Kardgp slum only three percent of the
residents are participating in service-delivery doasgroups. The lack of community
mobilisation in basic service delivery indicatesllettive action problems among slum
residents.

Furthermore, the collective action problem of sluesidents seems also to result from the
lack of power vis-a-vis landlords. Mehrotra (2003, finds that many of the private water

vendors in Kibera are landlords, making tenantsctaht to protest against high prices or to
change to alternative providers. Residents alsp tfest if they construct latrines, landlords

will raise rents (Wegelin-Schuringa and Kodo, 19833). BPD (2004, 1) finds that in several

instances communal toilet facilities, the only asdtructure service primarily operated by
CBOs in the slums, have been “privatized” by lando This suggests that landlords use their
powerful position to take advantage of the lackpaoblic infrastructure and as a result

perpetuate power imbalances in the slums.

4.3.2 Private service providers

The gap left by public and non-commercial providardlairobi’'s slums has been filled by a
variety of private agents (Huchzermeyer, 2008 Kilmera, for instance, 630 of the 650 water
kiosks in operation are run by private agents (M#hr 2005, 5). Yet the lack of public

services has not been compensated adequately: @hathers have to pay high prices for
water, which is often contaminated (Mehrotra, 200%)e low coverage of electricity and of a
private garbage collection system indicates thamshouseholds are unwilling or unable to
pay for commercial providers (Gulyani et al., 2066;54). Many of the CBO-operated pay-
per-use latrines have deteriorated over time dumamtenance problems (BPD, 2004, 1-2).
However, the lack of alternatives in the slums hased private service provision into a
profitable business (Huchzermeyer, 2008).

Water kiosk owners, in particular, can earn highereies. Like many other cities Nairobi's
public network provides water below full-cost-reeoy prices, justifying this by the
importance of access to water for the poor. Yetly&u et al. (2006, 50) find that slum
households pay on average Ksh 100(iS$1.33/m) at water kiosks. This is eight times the
price of the lowest tariff block for domestic cowtiens (Mehrotra, 2005, 6). Thus slum
households pay full-cost-recovery-level prices amtcast to residents of higher income areas
and water kiosk owners who obtain water from thblipunetwork. The exploitation of high
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rents is also possible because of the concentrafiales within a small number of kiosks
(Mehrotra, 2005, 7). This suggests that publicotdfs who control the entry to the water
market restrict access to their clients and takeoghportunity to extract bribes.

In part the profits of kiosk owners are negated tbg high costs of installing kiosks

(Mehrotra, 2005, 6). Additionally, some of the pra$ captured by public officials. Water

vendors report that at least a quarter of thetiahinvestment is in the form of bribes to

facilitate a connection. Furthermore, they are meguto make on-going unofficial payments
to utility officials in order to stay in businegddiéhrotra, 2005, 7).

However, the high price of water is also the resiltrent-seeking. Water vendors have
reportedly taken advantage of temporary water alged to make rapid profits. Usually these
shortages are due to general problems at theyutfiet Mehrotra (2005, 7) also finds that
artificial shortages are sometimes created thraadflasion with utility officials.

4.3.3 Conclusion

The deliberate exclusion of informal settlementsrfrpublic services has contributed to the
persistence of slums for two major reasons. Fistause it consolidates the status of
informality of these settlements and the associgtder imbalances. Second, because the
process of exclusion has created benefits to aetyanf actors who have an interest in
maintaining the status quo. As predicted by theradt group model, these beneficiaries are
the affluent and well-connected: residents of higheeome areas, public officials and
landlords. The benefits accruing to private senpoaviders also fit with the predictions of
the interest group model: The profitability of tbasiness and the barriers to market entry
suggest that this group is relatively better offl doetter connected than the majority of slum
dwellers.

The costs of the existing pattern of service priowis- in terms of money, health and nuisance
— are born by the residents of Nairobi’s slums nigtliragmentation can in part explain their
bad position, for instance as a source of collectgtion problems. However, similar to the
previous analyses of the land and housing sectoaf woes against the ethnic fragmentation
model is that the group of losers consists of stimellers representing all major tribes but
sharing the characteristic of poverty.
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4.4 Slum Upgrading in Nairobi: Responses to the challege of slums

The foregone sections show that the persistenstuofs partly results from a lack of public
intervention in the land, housing and servicesaethrough either provision or regulation.
Yet the rapid and continuous expansion of slums fizally been addressed by slum
upgrading efforts. These were relatively small aals in Nairobi until the Kenyan Slum
Upgrading programme (KENSUP) was launched in 2@3yani et al., 2006, 55). Similar to
previous programmes in Nairobi, KENSUP focusesmproving basic services, mitigating
environmental hazards, regularizing security of uten and providing incentives for
community management.

These areas of intervention suggest that upgradireifective, changes the existing power
structures within slums and is therefore a deeplitipal process.

4.4.1 Political patrons in the slum upgrading process

Slum upgrading may reduce the benefits accruingutdic officials, such as the extension of
a network of patronage. To maintain the status agidar as possible, landlords reportedly
abuse their power.

Public officials have a strong incentive to rewtnrdir clients by illegally allocating land in an
area designated for upgrading. The reason is higaist no longer possible once land has been
upgraded und undergone a process of tenure regatian. In the Kiambiu slum, which in
1994 was authorised to be upgraded, public offciave illegally sold the land designated
for upgrading to developers to such an extent tipgrading is now impossible (COHRE,
2006, 133-135).

Public officials also reportedly actively preventeallective action among slum dwellers to
frustrate upgrading efforts. In Kiambiu, where sloesidents jointly protest against the land
grabbing, the local chiefs repeatedly closed doammunity meetings (COHRE, 2006, 84).
Cifuentes (2008, 15-16) finds that only residentsnformal settlements representing the
interests of local authorities were invited to adtegive meetings for a public service delivery
project in Korogocho.

Additionally, public officials interfere in the shu upgrading process itself, which frequently
takes the form of corruption in tendering (Cifuent2008, 24).
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4.4.2 The tenure regularisation process and the landlordenant relationship

Slum upgrading not only affects the standing ofljubfficials but also the power balance
between landlords and tenants. This occurs mambugh the regularisation of tenancy.
Security of tenure is a precondition for investmenthe structures and the development of
community ties. Moreover, tenancy regularisationaicrucial aspect of slum upgrading
because it puts an end to the informality of slumed to justify their demolition or poor
service provision. The “formalisation” of slums @lspens the way for the regulation of
services, rents and building standards.

This indicates that the regularisation of tenarscg sensitive issue and determines who finally
benefits from low-income housing. In general iths resident in the slum area — either tenant
or resident landlord — who is intended to be theeffieiary of slum upgrading. The reason is
that absentee-landlords can afford better shelsmawhere and in many cases have been
allocated the land illegally. Yet many of the lasgmale landlords argue that the introduction
of a tenure system which only takes account of rieeds of tenants disadvantages them
disproportionately because they have invested ensthucture, relieved the housing shortage
and moreover they lose their rental income (Syaggsd., 2002, 29).

Large-scale landlords therefore usually opposeistedfere in upgrading projects.

In the case of the KENSUP pilot project in Kiberaw®to (COHRE, 2006, 115) and
upgrading in Mathare 4A (Kusienya, 2004, 4) landforwere able to lobby for a
compensation without which the proceeding of thejgmt would have been impossible. In
both cases compensations were also paid to lagje-$@ndlords who had illegally built
structures on government land. COHRE (2006, 11@jisfithat when redevelopment in
Kibera-Soweto was announced, landlords also toolarsdge of the situation by replacing
original tenants through evictions or rent incresasghis allowed them to make low cost
housing accessible for family members or to exthagher rents before the beginning of the
tenure regularisation process.

However, even if landlords do not actively inteefen the upgrading process, it is not
necessarily the original tenants who benefit: Thpeliaation of high standards regarding
densities, building materials or room size increlafe rents in past redevelopment projects
(Huchzermeyer, 2008). As a consequence slum dwedtarld no longer afford housing in the
upgraded settlements and were priced out by high@me groups. This happened for
instance in the Kibera High Rise project of thelyed®90s (Huchzermeyer, 2008, 21) and in
Pumwani (Ochieng, 2007, 42). Thus, through thegiesi upgrading projects, the state has
effectively subsidized groups with a higher incotinagn the intended beneficiaries. Moreover,
the fact that in both the High Rise project and hemwani housing redevelopment bribes
were paid to officials to get units allocated, wales that, in line with the interest group
model, it is both the well-connected and the bettérwho benefit from public efforts to
address the challenge of slums.
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Slum dwellers in contrast are forced to resort mgai the informal low-income housing
market in expanding or newly formed slums. Yettfa vast majority of slum dwellers public
intervention so far has been unable to improver tpesition vis-a-vis landlords and public
officials.

4.4.3 Conclusion

This section is different from the previous oneshiM/ these focused on the question of
whether ethnic fragmentation or elite bias can &ixpthe behaviour of agents, this section
takes the finding, that elite bias has relativelgrenexplanatory power as given. Rather this
section looked at how landlords and public offisjahe key actors in the business of slums,
are affected and do react in the face of a pubtervention which threatens the status quo.

In combination with the findings of previous seasahis analysis provides a more complete
story of the political economy of the continued st&nce of slums: It highlights how the
politically determined allocation of land, housiagd services creates economics outcomes
(profits) and political outcomes (a network of pickl patronage) which in turn change the
political equilibrium, that generated the practaferesource allocation in the first place. In
this new political equilibrium political patrons éhe landed elite have become so powerful
that they are able to frustrate efforts of the gomeent and slum dwellers to tackle the
challenge of informal settlements.

Political Equilibrium

State i ]
(Representing all Citizens) Political A”0cat|c_’n Economic
Decisionmakin of Public outcome
Resources (Rents/Profits)

Elite «— Patrons

Fig. 2. The political economy of the continued &xi€e of slums in Nairobi.
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5 Conclusion

The interest group model of political economy chedslight on the continued existence of
Nairobi’s slums: This paper presents indicativedewice that political patronage enables the
affluent and well-connected to benefit in financaadd political terms from the continued
existence of slums. In the analysis economic peamerges as the most important criterion
for influence on political decision-making. In ceoat, ethnic loyalties and prejudices may be
subordinated the aim to consolidate economic atitiqab power.

This is not to argue that in the case of Nairolbeddias could explain all inefficiencies or that
the ethnic fragmentation model has no explanatokygn. The analysis frequently shows the
interaction between ethnic fragmentation and cl#ss.example for this is Kibera: The
predominance of Luos or Luhyas among tenants amdkofyus among large-scale landlords
suggests that Kikuyu political patrons have used e reward co-ethnics. However in light
of the fact that in Nairobi Kikuyus are more affiie¢han Luos or Luhyas (Steward, 2008, 9),
the ethnic dimension of class makes it difficulietglain the distorted allocation of land with
either one or the other model. Another caveat ene¥aluation of the respective roles of class
and ethnic fragmentation is that in Kenya ethnidiyds to be used instrumentally for
personal gain. This has been demonstrated fomfloemal housing market, where landlords
choose an ethnic composition of tenants whichifatéls the extraction of rents.

Furthermore, though not focus in this paper, theme probably also other biases at work,
sometimes in interaction with class and ethnicBych biases may be induced through the
design of electoral institutions, the macroeconoountext or external actors like donors. A
full appraisal of the continued existence of sluatso would have to look at demand side
issues. The purpose of this paper however wasrsider only two political economy models
and to explore their relative importance.

If the finding, that elite bias is a major explasrgtvariable in the puzzle of slums is valid, it
has a number of implications. It emphasizes thgbifernments wish to tackle the challenge
of slums they must recognize the political natufeslom upgrading and existing power
imbalances based on income inequality. The Kenyavethment and donors seem to have
adopted this view only to a limited extent. Thissisggested by the design of low-income
housing to middle class standards in the KENSUP ekitSoweto pilot project
(Huchzermeyer, 2008, 27) or by the failure to superand curtail the power of local officials
in Kiambiu. Future upgrading strategies should cedopportunities for higher income groups
to make use of their political power. Recognizirgyver imbalances within Nairobi’'s slums
also means to employ strategies that exploit crelgtithe possibilities to gain support from
all stakeholders. Despite the illegitimacy of somie their claims such a strategy has
realistically to be one of compromise with absedéeellords. Part of this may be the
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compensation of structure owners. The role playedlibe bias also points to the importance
of making lobbying more affordable for the poor.o¥ding better access to public
information or financial support to CBOs facilitatthe collective action of slum dwellers and
may improve their position vis-a-vis landlords gnublic officials.

Recent political events also emphasize the needdtter policies promoting inter-ethnic
cooperation: In 2007 politicians were able to miabilethnicity violently to improve their
chances of winning the elections (Mueller, 200@))1 In Nairobi most of the battles between
ethnic groups with different political affiliationgvere fought in the slums — not in the middle
or high income areas (Warah, 2008). This turnedlads and tenants but also slum residents
against each other. The politically instigated oedlx of violence between different ethnic
groups may have long-term effects on landlord-temnelationships, political patronage
networks and collective action of slum-dwellers.vHthis may change the power structures
within the slums and the relative importance dtfedtiias and ethnic fragmentation remains an
area for future research on Nairobi.

Yet even in a context of heightened politicisechetity elite bias will probably remain a key
driver of the persistence of slums. The reasohas Nairobi’'s slums, where frontiers between
politics and economics are vague, have turned mdoket places. Slums have become a
business in which selected individuals gain pditipower through votes or contacts and
economic power, based on land and rental incomes Tfthseems likely that also in the future
in Nairobi's informal settlements, like in any ugtgated market, what finally counts is
ability to pay, whereas ethnic loyalties or prepgdi may be obstacles in the pursuit of
commercial interests.
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